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Preface

The idea for this book arose over the breakfast table in Canberra in
1990. At that time both of us had deep concerns about the ways in
which the public sector in developing countries operates. However,
we had even deeper concerns about the dominant policy agenda of
that period, which focused on minimizing the role of the public
sector, rolling back the state until it almost disappeared and which
had just begun to naively decree ‘good government’ for all.

From our years working together at the Administrative College of
Papua New Guinea - reinforced by research and consultancy in Asia,
Africa and Latin America — we were well aware of just how difficult it
is to improve the performance of bureaucracies. However, we were
convinced, and remain convinced, that public sector activity can
make 2 major contribution to the achievement of developmental
goals and the creation of reasonably stable societies that can meet the
material, social and, perhaps, spiritual needs of the bulk of their
populaces. In part this was an analytical conclusion of our readings of
East and Southeast Asian development and of the history of Western
Europe. It was also grounded in our personal experiences — two
Liverpudlians who had benefited from high-quality state education, a
national health service free at the point of delivery and the knowledge
that a public social security net underpinned our efforts to secure
livelihoods and careers.

While elements of ideology no doubt support our belief that the
public sector has a major role to play in development, neither of us
are ideologues. The claims of the far left (‘the state must do every-
thing’) and the far right (‘the market can de everything’) have always
appeared fallacious to us, The ‘either . . . or’ analyses of most of the
twentieth century must be replaced by ‘both ... and’ in coming
vears. The big question is not ‘public or private’: rather it is, how do
we get ‘public and private’ to most effectively meet social needs.

This book has been a long time in the writing, but fortunately as
the decade has rolled on we have found that the simplistic ‘private—
good, public-had’ propositions that we heard in 1990 have been
largely discredited. Policy debate about ‘governance’ still remains in
its infancy, though, and none of the major international development

xi



Preface  xiii

agencies have yet found a way of relating their normative political
models to the complex and very varied societies of the developing
world.

Everything has a history, and many of the ideas and issues that we
explore here were part of the debate about ‘development adminis-
tration’ in the 1960s. From these roots the reader will find that sfhe
has a vast interdisciplinary range of concepts and analytical frame-
works to explore. On one side is the development studies literature,
with its web of economic, sociological and political ideas. On the
other is the literature of management, grounded in organization
sociology, psychclogy and business studies. We have tried to relate
and bridge these literatures throughout the volume, and hope that we
have achieved some success in this endeavour. :

No book of this sort could be produced without the help and
assistance of many other people. We name only a few here but our
sincere thanks to all who have indirectly helped us in our task. First
mention must ge to our long-suffering publisher, Steven Kennedy.
We have missed final deadline after final deadline, but never once has
he let this spoil his good humour — sincere apologies Steven! In
Canberra, our thanks to Sheila Wood for applying her multiple skills
and technological expertise to the production of the manusecript. In
Manchester our thanks to Debra Whitehead for processing the
manuseript and Jayne Hindle for managing the lines of communica-
tion between Manchester and Canberra {and Dhaka and Nairobi,
and Manila and Vientiane amongst others). Thanks also to Paul
Mosley, now at the University of Reading, for tutoring David Hulme
in the gentle art of academic overcommitment and helping him
develop the confidence and energy to handle several writing tasks
at one and the same time. _

Colleagues and students at the Universities .of Canberra and
Manchester have contributed greatly to the evolution of the book,
as have contacts with public servants, NGO stafl and aid agency
personnel in the many countries we have worked during the 1990s.

And last, but never least, our thanks to Lulu, Georgina, Andrew,
Edward, Jasmine and Saffron for tolerating our absences and our
preoccupation with governance and administration, as we struggled
to find the time to write this book. We have all leariit that lawns do
not need cutting!

Davin HuLMmg MARK TURNER
Manchester Canberra
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1

Development and its
Administration

The decades since the end of World War Two have witnessed an
unrivalled drive for economic and social development by the majority
of the world’s nations. The leaders of these countries (often referred to
as the Third World) have exhorted their citizens to strive for
development and have formulated policies and implemented pro-
grammes towards this end. However, the achievement of develop-
ment goals in a short time has proved elusive for all except.a small
number of ‘tigers” in East Asia. Many processes and factors have been
identified as contributing to the differing levels of achievement, and
prominent amongst these has been the argument that public sector
organizations have often performed poorly. They have failed to
provide politicians with sound advice on policy, have taken on
inappropriate roles and have been both inefficient and corrupt. Less
commonly heard but of equal significance is the argument that
countries that have experienced rapid sustained development — South
Korea, Taiwan, Singapore, Thailand and Malaysia ~ have had
effective public sector erganizations.

It seems that all are agreed on the proposition that the nature and
performance of public sector erganizations are critical elements in
determining developmental success. It is this topic that is the focus of
our present work. In this book we seek to:

® explore the complex and diverse context of development and
public sector organizations both in terms of intellectual history
and through more conventional environmental factors of an
economic, social, demographic and political nature;

1



2 Governance, Administration and Development

® analyse the ways in which public sector organizations influence
development policies and programmes and the effects this has on
results achieved;

o identify and discuss the appropriateness of approaches for
improving the contribution that the public sector makes to
development; and '

® contest the dominant ideology of the last decade — ‘public-bad,
private~good® — that has argued for minimising the role of public
sector organizations in development,

We do not claim that public sector organizations and processes are
not in need of reform. Far from it — there is ample evidence of
dysfunctional bureaucracies avidly devouring scarce resources but
failing to produce anticipated outcomes. It is not difficult to find
policies that serve to keep illegitimate governments in office rather
than attending to the business of strengthening the economy and
improving welfare for the poor. There has been considerable criticism
of official aid agencies that give or lend moncy for projects that bring
limited gains to target populations. There are instances where
improvements have proved unsustainable due to lack of budgetary
foresight, excessive reliance on footloose experts and preoccupation
with prestige rather than with solid but unspectacular gains. Many
initiatives have foundered on poor management, inappropriate plan.
ning and an unwillingness to involve the beneficiaries in the organi-
zation of changes that will affect their lives, .

These negative views of development and its administration have
become more common but there are positive experiences that give
cause for cautious optimism in some contexts (for example, Caiden
and Kim, 1991; Korten and Siy, 1988). These contrasting positions
can be best appreciated with reference to several of this book’s
underlying assumptions and themes, First, the organizational aspects
of development cannot be reduced to a technical fix. Metaphors
which liken organizations to machines can be extremely misleading as
they suggest that changing a spark plug or adding a transformer are
somehow equivalent to selecting a new departmental secretary or re-
orienting a stafl’ development and training section. Management
systems, administrative techniques and organizational designs are
not neutral value-free phenomena. Thus, administrative reform and
innovation are not simply a matter of installing some piece of
managerial technology which has proved effective elsewhere, There
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are no universal principles of management and no universal manage-
ment tool kits,

The second theme concerns the importance of organizational
environments, that envelope of factors and forces in which crganiza-
tions operate. Although the air-conditioned, high-rise accommodation
of public service agencies in some developing countries may appear to
divorce them from society, organizations are not closed technical
systems. They are necessarily involved in multiple relationships with
other organizations and individuals. Complex webs of relationships
are thus woven and have profound effects on the operation of
organizations. There are also social and economic forces which impact
on organizational activity. For example, declining exchange rates and
falling commodity prices will mean reduced government income and
will exert severe pressure on public service budgets. National culture
may be a key determinant of the way in which activities are
conducted and may influence operational norms and practices as
much as the public service manual of procedures. And the influence is
uniikely to be one way. Organizations are not simply acted upon but
can also influence their environments, The whole purpose of devel-
opment, and organizations that are there to promote it, is in fact to
alter environments in ways that are beneficial to target populations.

The third theme emphasizes one aspect of the administrative
environment, that is the importance of political considerations in
administrative analysis and practice. Organizational action takes
place in political contexts. Power and authority permeate relation-
ships between organizational members and between these PErsois
and those in the external environment. The range of patterns and
possibilities is enormous and is reflected in a wide diversity of
practice. Technical rationality will frequently be a poor guide to
decisions and behaviour. The explanations of particular policy
choices, planning decisions, implementation difficulties, and un-
learned lessons of evaluation will be found in political analysis. If,
for example, we wish to comprehend why rural organizations for the
poor have often failed we need to understand the political landscape
in which those organizations attempt to operate. Society, state and
organizations are enmeshed in political relationships. Competition
over resource control and allocation is ubiquitous and for the analyst,
practitioner and potential beneficiary alike the map of power and
authority is an essential aid, more useful than the latest scientific
planning tool.
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The fourth theme flows from the environmental issues, It is that
organizational improvement is not a panacea for development.
Development is multi-faceted and success or failure are based on
more than organizational design, administrative reform or human
resource management. Such items have a strong bearing on whether
developmental progress will occur but they are never the sole
determinants. As Bernard Schaffer (1969, p. 202) observed more
than two decades ago, “The whole lesson is that development
administration works only in conjunction with other factors of
change’. Furthermore, public sector organizations can be utilized to
oppress or to defend the privileges of certain classes and groups in
society, They are not innately benign but must be directed towards
the attainment of developmental goals. But what is development?

Development

Since the Second World War, development has been synonymous
with economic, social and political change in the countries of Alfrica,
Asia, Latin America, the Caribbean and the South Pacific, These
countries have been variously labelled as underdeveloped, less-devel-
oped, developing, the Third World and the South. They are a diverse
group but united in their commonly declared commitment to devel-
opment. But there is no consensus about the meaning of development.
It is a contested concept and there have been a number of battles to
capture its meaning. In this section we review these ideological
engagements (sec Box 1.1 for a range of meanings — ¢in you identify
which meaning in the box belongs to which theoretical perspective
outlined below?}.

Until the end of the 1960s the modernization perspective on
development held sway. Development was seen as an evolutionary
process in which countries progressed through an identified series of
stages to become modern, The form of the future did not require the
imagination and speculation evident in earlier evolutionary theorists
such as Marx, Durkheim and Weber. The future for the developing
countries was already in existence and could be seen in the form of the
advanced Western societies, most especially the USA. (for example,
Moore, 1963). The means of getting there was also clearly delineated.
The tools of scientific planning would enable the ‘underdeveloped’
nations to escape from this undesirable status and become fully
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BOX 1.1
Competing meanings of development

‘Modernization is a “total” transformation of a traditional or pre-modern
socicty into the types of technology and associated social organization that
characterize the “advanced” economically prosperous and politically stable
nations of the Western World.? {Moore, 1963, p. 89)

“The questions to ask about a country’s development are three: What has
been happening to poverty? What has been happening to unemployment?
What has been happening to inequality? If all three of these have dechined
from high levels, then beyond doubt this has been a period of development for
the country concerned.’ (Seers, 1937, p. 3)

* .. these capitalist contradictions and the historical development of the
capitalist -system have gencrated ‘underdevelopment in the ‘peripheral -
satellites ‘'whose economic surplus was expropriated, while generating
cconomic development in the metropolitan centres which appropriate that
surplus — and, further, that this process sl continues’. - o
(Frank, 1971, p. 27}

*In much of the preceding discussion we have in fact referred to the struggle
among three contending “fundamental classes,” . [indigenous bourgeoisie,
metropolitan bourgeoisie and landowning classes] which seck various forms of
representation in the state and vie with cach other to direct the formulation
and implementation of public policy along lines that serve their particular
class interests,” (Alavi, 1982, p, 305)

‘We in Africa, have no more need of being “converted” to socialism than we
have of being “taught” democracy. Both are rooted in our past — in the
traditional society which produced us, Modern African socialism can draw
from its traditional heritage, the recognition of “society” as an extension of
the basic family unit.’ (Nyerere, 1966, p. 170}

*What happened fi.c. economic develspment] was in very large measure the
result of the individual voluntary responses of millions of people to emerging
or expanding opportunities created largely by external contacts and brought
to their notice in a variety of ways, primarily through the operation of the.
market. These developments were made possible by firm but limited
government, without large expenditures of public funds and without the
receipt of large external subventions.’ (Bauer, 1984, p. 31)

‘Rural development is a strategy to enable 2 specific group of people, poor
tural women and men, to gain for themselves and their children more of what
they want and need. It involves helping the poorest among those who seck a
bivelihood in the rural areas to demand and control more of the benelits of
development.® (Chambers, 1983, p. 147)

‘Development always entails looking at other worlds in terms of what they

lack, and obstructs the wealth of indigenous alternatives.’
(Sachs, 1992, p. 6).
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modern in 2 few decades. This faith in rational planning was
exported to newly independent nations and eagerly absorbed and
broadcast by élites and dominant classes.

This ideology of development was at once optimistic and-ethno- v

centric-. It was optimistic i assuming that the ‘problems’ of under-
* development such as poverty, inadequate social services and low
levels of industrial production were amenable to straightforward
soluticn by the application of rational management techniques, It
was ethnocentric in that modernity was perceived as being Western
and that Western technology, institutions, modes of production and
values were both superior and desirable.

The approach 9-.~x;,.'§,ﬁggﬁ's.._~ e thias the
driving. fopee. Changes in sogial “and-palidcal institufionsSwould
simultaneously. contribute -to -économic growth and be inevitable
compafieRE A Gt nias oF sk growth, Results did not match
expectations. By the late 19605, there was increased poverty, growing
indebtedness, political repression, economic stagnation and a host of
otherills. Development needed rethinking, and it came both in
liberal reformulations and in more dramatic form through various
ned-Marxist interpretations. .

The liberal réformulatiogs questioned the meaning attached to
development and proposed new definitions which lessened the role of
economic growth. Authentic development was seen as progress
towards a complex of welfaré goalsisuch as the elimination ofipoverty,
the provision of employment, the reductionyof inegiiality and the
guarantee of human rights. The changed definition had practical
implications summed up in slogans such as ‘rediétribution with
growdy’, in policies such as ‘the basic needs apprfach’, and in
planning packages such as ‘integrated rural development’, As the
biggest provider of developmental aid and as a leading think-tank on
development practice, the World Bank was often viewed as the
leading agency promoting such liberal reformulation. Its critics
alleged it paid lip-service to the new objectives or that they were
unattainable in the prevailing global context.

The neo-Marxists did not dispute the changed emphasis in the
meaning of development. They disputed whether it could be
achieved. Why had countries in the Third World largely failed to
make the transition to fully developed capitalist economies? They
rejected the modernization school’s explanations concerning the
tenacity of tradition and institutional shortcomings and looked to

historically grounded analysis of political economy.
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One group, called the dependency school, argued that the global
economic structure was an exploitative system which generated and
maintained ‘the development of underdevelopment’ in nations of the
periphery (for example, Frank, 1971; Sweezy, 1982; Wallerstein,
1979; Amin, 1976). The nations of the core had since the advent of
a world economy in the late fifteenth and early sixteenth centuries
enforced a system of inequitable domination on the periphery
through such techniques as conquest, threat, market restriction and
- industrial protection. Such tactics enabled strong states to parpetuate
the weakness of the peripheral states, Development could only occur
through radical solutions which altered relationships in the world
economy. Suggested actions included development programmes
which emphasized self-sufficiency, substantial even total de-linking
from the world economy and socialist revolution, The meaning of
development was not under challenge just the means. Indeed, many
of the neo-Marxist writers were more production-oriented than their
liberal counterparts, ’

Other neo-Marxists, while accepting the usefulness of the concept
of the world capitalist system, were concerned about ‘simple reduc-
tionism [that] can remove from history all its ambiguities, conjectures
and surprises’ (Cardoso, 1977, p. 21). They locked at the variety of
experience — the rise of the newly-industrializing countries-such as
Singapore and South Korea compared with stagnant GNPs, political
instability and immiseration in certain African nations. Could one
overarching theory explain such massive differences? Such diversity
demanded closer attention to detail, in-depth studies on a smaller
scale with less theoretical ambition. In order to achieve this, many
authors employed the notions of mode of production and social class
as their major analytical tools. They selected particular countries or
regions and looked at the specific ways in which different modes of
production (for example, pre-capitalist and capitalist) were ‘articu-
lated’ to make distinctive social formations. They traced the historical
development of social classes. It was admitted that some development
was possible in peripheral societies but the benefits were restricted to
dominant classes and their allies, Nobody suggested any possibility
for autonomous development in the prevailing world economy. The
metropolitan bourgeoisie was always lurking in the background able
to determine the structural constraints vsithin which any develop-
ment would take place and to whom the benefits would flow,

While obviously different in many respects, the modernization and
neo-Marxisi approaches to development do share some fundamenial
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similarities. Harrison (1988, pp. 151-2) observes that both derive
from European experience and have been formulated by intellectuals,
planners and politicians who have been socialized into this tradition.
Both have visions of before (traditional or pre-capitalist society) and
after (the modern capitalist society or the idealized socialist society)
with an intermediate stage which is what exists now. Finally, neither
perspective has ascribed much importance to the ‘views, wants,
ambitions and wishes of those about to be developed’,

Such views are allegedly incorporated into neo-populist types of
thinking although even here one can find evidence of populist
ideology being imposed from above or from outside on people who
are passively mobilized or who actively oppose their own mobiliza-
tion, Neo-populists are the creators of ‘alternative developmeiit
strategies” which Kitching (1982, p. 98) characterizes as focusing
on ‘small-scale enterprises, on the retention of a Peasant agriculture
and of non-agricultural petty commodity production and on a world
of villages and small towns rather than industrial cities’, Equity
considerations are always prominent. The neo-populists thus perceive
a different meaning to development than both modernization and
neo-Marxist theorists, and in the new populist forms means and ends
frequently overlap and are sometimes identical. :

Julivs Nyerere’s attempt to establish a revitalized and improved
authentic African socialism in Tanzania in the 1960s and 1970s isa
good example of neo-populism in action. Nyerere believed that pre-
colonial Africa was socialist with families living according to the basjc
principles of ujamaa ~ mutual respect, sharing of property and income,
and the obligation to work. The colonial and post-colonial orders had
distorted economy and society. What was needed, Nyerere argued,
was a reactivation of these important yjamaa principles of socio-
economic and political orgenization with a few modern improve-
ments, such as attention to the subordinate position of women and the
eradication of poverty. The new social order would be comprised of
villages consuming and producing cooperatively, with any industria-
lization being labour-intensive, technolegically apprepriate and geo-
graphically dispersed. Increasing production was seen as important
but was overshadowed by emphasis on equity in distribution. Ug-
fortunately, the results were not as predicted by the theory. Economic
growth was disappointing, the public sector expanded but gave poor
service, and there was peasant opposition to forced ‘villagization® and
comimunal agriculture. '
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Other neo-populists could include E.F. Schumacher (1973) and his
famous advocacy of ‘small is beautiful’, Michael Lipton (1877} and
his critique of th!e _uqban bias in development or Bernard Narckobi
(1983} and his rejection’of Westernization and promotion of indi-

- genous cultural values, ‘the Melanesian Way’, as the guide to true
development for Papua New Guinea and other Pacific island peoples.
There are ecodevelopers, so called because of their belief in ‘an
ccologically sound development’ (Glaeser and Vyasulu, 1984,
P- 23) necessary to save the planet and its people from impending,
self-induced, environmental doom.

Much of today’s attack on developmental orthodoxy derives from
the neo-populist tradition. It is forcefully articulated by spokespersons
for NGOs and others disenchanted with what they regard as the
dismal record of development. They make direct links between the
negative effects of so-called development and ecrises affecting the
world, notably arms proliferation, environmental disaster, the persis-
tence of :poverty and the repression. of human rights.» They sce
previous explanations of both modernization and neo-Marxist variety
as deficient and identify leading villains as the state, dominant social
classes and the World Bank. Aided by allies in the economically
prosperous countries, these villains are accused of peddling devel-
opmentalism, an ideology which ‘defines the principal social objec-
tives of all countries as consumption and accumulation’ (Ekins, 1992,

p. 205).
For Wolfgang Sachs (1992, p. 4), ‘development stands like a ruin
in the intellectual landscape . .. the outdated monument to an

immodest era’. It has become a shapeless word denoting a concept
of no content, which functions to legitimize planned interventions to
solve the latest problem or crisis evident in the so-called developing
world — and all in the name of a higher evolutionary goal. Similarly,
Bayart (1991, p. 52) berates development as a ‘disastrous notion’, one
built on colonial fantasy and possibly with roots in an even older
philosophical (radition.

Such radical views of development have heen supplemented by
critiques from neo-classical economists who derive their intéllectual
inspiration from a very different source. They are hardly ideological
bedfellows with the neo-populists but they do share a strong dislike of
government intervention and past development strategies. Collec-
tively identified as the ‘counter-revolutionaries’ by Toye (1987) the
neo-classicists have advocated policies restricting state intervention in
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the economy and society. They point. to iqe_:ﬁic_iency-.and.-jneﬁ‘cc;jvc-
ness in planned development and celebrate the optimal nf_gs_gﬁrcc
alloéation. which #eliance on the market allegedly provides ¥tis to
define the practice of development. for which they have been compet-
ing, and they have found a sympathetic audience in official muolti-
lateral and bilateral aid agencies. For some of theicounter-
revolutionaries the Third World i$ in fact a creation of foreigy aid
(Bauer, 1981, p. 87). T e '

As our brief and selective survey of ‘what is development?’ has
shown, there has been considerabie debate over- the.dcﬁhition.ﬁ
explanation and practice of development. This struggle over meaning
is intense tpday. It is not a discrete semantic debate conducted by
academics but has a direct impact on the lives of billions of people.
The struggle over meaning relates to critical policy matters such as
what actions will be taken to alleviate poverty, who will have g
to what resources, and who will be empowered? The intensity of the
debate reflects a widespread disillusionment with the results of
development after four decades of practice and can be seen as a
political battle to determine the nature of future Practice,

We agree with Goulet (1992, p. 470) that development is ‘a- tyo-
edged sword which brings benefits, but also produces lossés “and
generates value conflicts’. ¥ the benefit column Goulet lists clear
improvements in material well-being. Examination of the statistics in
the World Bank’s annual World Development Report bears out this
assertion. He also notes technological gains which relieve people from
burdensome physical tasks, institutional specialization, increased
freedom of choice, a higher degree of tolerance and greater worldwide
interdependence. Such gains will be felt differentially according to
who you are and where you live, and according to the-values one
places on the meaning of development you may not feel they are gains
at all.

There have been severe losses, misguided interventions and poor
results in development practice — and one does not have to be a neo-
classicist or radical neo-populist to appreciate this. It is unfortunately
easy to identify the persistence of poverty (over I billion according to
the World Bank in 1990), environmental crises, gwar and social
dislocation, and unequal relations between nations. Differential
developmental success between nations (compare the records of
Singapore and Taiwan with those of Malawi and the Philippines)
can hardly escape attention, and even within nations micro success
may contrast with macro failure and vice versa. Goulet’s list of losses
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is less conventional but equally important. He focuses on the déstruc-
tion of culture and community and the rise of acquisitive personal
orientations. There is pervasive social alienation produced in the
turmoil of development and ‘the meaning systems of numerous
cultural communities are evacuated’ {p, 471). _

Development requires rethinking.and renewal. It has been done
before and should be a constant process. As critics point out, devel-
opment has often degenerated into mere rhetoric in which admirable
official goals, such as the satisfaction of basic needs, Jjob provision and
better social services, are supplanted by operational goals which focus
on debt-servicing, crisis:management and defénce of privilege.:But
this does not mean that the concept of ‘development should be
discarded, rather that it should be rejuvenated. Tt should be subject
to critique and there should be efforts to make official and operational
goals coincide. There should also be a clear appreciation that any
definition will be value-laden, a product of personal preferences and
that there:will never be universal agreement on a single meaning and
policy package. However, we believe that approaches such as the
following do hold out hope for the future and capture the multi-
dimensional nature of development and the importance of ethics and
wisdom in determining what it should be {see Box L2).

BOX 1.2
Defining development today

The first 3 points of the following definition of what constitutes development were the outeome
of a 1986 seminar at the Marga Institute, Colombo, Sri Lanka. The authors hape added the
last item, perhaps indicative of their values.

- & An cconoimic component dealing with the creation of wealth and improved

conditions of material life, equitably distributed; -

* A social ingredient measured as well-being in health, education, housing and
employment;

¢ A political dimension including such values as human rights, political
freedom, enfranchisement, and some form of democracy;

¢ A cultural dimension in recogrition of the fact that cultures confer identity
and seif-worth to people;

® The full-life paradigm, which refers to meaning systems, symbols, and beliefs
concerning the ultimate meaning of life and history; and

¢ A cominitment to ecclogically sound and sustainable development so that the
present generation does not undermine the position of future generations,

Source: - Modified from Goulet, D. (1992) ‘Development; Creator and Destroyer
of Values’, World Development, vol. 20(3), pp. 467-75, -
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Development administration

With the invention of development by the Western nations in the
immediate post-war period and its adoption as state ideology by the
governments and emerging élites of the poorer nations, the question
arose as to how the promised social transformation was to be
achieved. ‘The primary obstacles to development are administrative
rather than economic’, declared Donald Stone (1965, p. 53% Others
agreed and development administration was created to play a major
role in facilitating development.

Development administration represented the practical application
of modernization theory. Its promoters saw it as ‘a midwife for
Western development — creating stable and orderly change’ (Dwivedi
and Nef, 1982, p. 62). It was a form of social engineering imported
from the West and embodying faith in the application’ of rational
scientific principles and the efficacy of Keynesian welfare ¢conofhics.
In its early days.at least, it reflected the najve optimism and
ethnocentricity of modernization theory, that there were straightfor-
ward technical solutions for underdevelopment and the West pos-
sessed them. It was also perceived by the US government and some of
its practitioners as an integral element of the Cold War. Development
administration would wage an unarmed managerial struggle against
communism in the underdeveloped nations by engineering the
transformation to capitalist modernity and the good life,

Development administration was a US-led movement with funds
and personnel for its study and practice coming largely from US
sources. Schaffer (1969, p. 179) reports some British suspicion, with
people there perhaps seeing it as an attack on the colonial record or
believing that it was something already familiar. But an international
orthodoxy emerged that there were important differences between
public administration in poor countries and inhigh-income countries.
The distinguishing element was that in the developing countries there
was ‘that inconvenient combination: extensive neetls, low capacities,
severe obstacles’ (ibid., p. 184).

While the modernization perspective did not entail a monolithic
approach to development administration several generalizations can
be made. First, it was based on the notion of big government ‘as the
beneficent instrument of an expanding economy and an incrcasingly
Just society’ (Esmen, 1988, p. 125). Development administration was
synonymous with public administration which itself was synonymous
with bureaucracy. Second, there was an élitist bias. An enlightened
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minority, such as politicians and planners, would be committed to
transforming their societies into replicas of the modern Western
nation-state. They would establish themselves in urban centres and
using bureaucracy as their principal instrumentality would spread
the benefits to the rural areas. Third, development administration
would tackle head on the ‘lack [of] ‘administrative capability for
implementing plans and programmes [through] the transfer of
administrative techniques to improve the central machinery of
national government’ (Stone, 1965, p. 53). Development administra-
tion was thus perceived as the transfer and application of a bag of
tools. Fourth, foreign aid was the mechanism by which the missing
tools of public administration would be transferred from the West to
the developing countries. Fifth, culture was early recognized as an
impediment to the smooth functioning of Western tools and dominant
Weberian models of bureaucracy. Development administraticifad
to overcame such cuifural obstacles which were seen as the sources of
bureaucratic dysfunctions. .

The management theory which supported this approach was
drawn from the Classical School (see Box 1.3 for a brief chronology
of major approaches to management). This was the world of the
~ ‘scientific manager’ (Taylor, 1911), of ‘principles” of administration
(Fayol, 1949) and the ‘ideal-type’ bureaucratic form of organization
(Gerth and Mills, 1948). This approach to organizing public services
retained its dominance in developing countries while being usurped
or at least supplemented by newer theories in the West. For example,
in the 1960s and 1970s the revitalization of the Human Relations
school which stressed motivation, leadership and non-hierarchical
forms had little effect on the bureaucratic model in developing
countries (for example, Argyris, 1957; Bennis, 1966). Even partici-
patory development initiatives, such as the community development
movement, ended up being bureaucratized.

The attacks on modernization theory in the late 1960s and 1970s
were parallelled by challenges to development administration. On the
financial front, US funding for public administration projects de-
clined rapidly and sharply after 1967 as did academic spending. The
blame for poor developmental performance was in large part attrib-
uted to a failure of development administration, and development
experts and institutions looked for new solutions. According to Siffin
(1976, p. 66) there was a shift towards ‘more complex and more
economically oriented problem perspectives’. Also, people began to
question the assumption that big government was the route to



14 Governance, Administration and Development

BOX 1.3
A brief chronology of management thought

In contemporary development administration are found strands from many
schools of management thought. Most approaches originated in the private
sector and have been absorbed only slowly into the mainstream of development
administration where, until recentl , Classical theory and practice maintained a
tenacious hold. . :

“Approach Dats Selected Fratures

Classical 1900 Organizations perceived as closed systems;
stress on efficiency, control and the
burcaucratic form

Behaviouralf 1930 Emphasis on people rather than machines;

Human Relations close attention to factors such as group
dynamics, communication, motivation

- leadership and participation
Quanttative 1940 Provision of quantitative tools to support

managerial decision-making; found
in management science, operational
management and management information

] systems
Open Systems/ 1965 Organizations scen as systems of interrelated
Contingency parts which relate to the environment;

emphasis on “fitting’ organizational structure
to the specific environment of the organization

Power/Politics 1985 Organizational decision-making is not guided
by technical rationality but is determined by
political processes; a dominant coalition will
be the major locus of organizational power

Quality Movement 1955 Strongly pursued in Japanese postwar
industrial development and much later
adopted elsewhere; continuous improvement
by working together and client focus; typified
in total quality management, benchmarking,
quality circles and ISO 9000

Managerialism 1980 Adoptior by the public sector of private sector
management practices; application of public
choice theory and neo-classical economies to
public sector management
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development, a theme which gathered great momentum and power
in the 1980s, In the West, this was the period which saw open systems
and contingency theories of management hecome the dominant
paradigm (for example, Lawrence and Lorsch, 1967). These theories
argued that there were multiple ways of organizing and that the
chosen option depended on the situation. The environment was
clevated to an extremely important position in these theories and
the principal task of managers was to fit organizational suzh-systems to
those of the environment. Despite these profound shifts in Western
management theory, the closed systems of Classical Management
theory still maintained strong practical support in developing coun-
tries. : ’

Academics had entéred a period of selfcriticism, reflection and
uncertainty about development administration. Schaffer (1969)
pointed to a ‘deadlock’ in development administration and . raised
questions about whether bureaucracy could bring about societal
transformation. Bureaucracy was, after all, dedicated to increment-
alism and was characteristically inefficient. A symposium in Public
Administration Review (1976) featured much criticism of previous ideas.
Evolutionary models were discarded; the Western values imported
with the administrative tools were exposed and judged inappropriate;
and the nature of culture and its relation to administration was
questioned. Siffin (1975) in reviewing development administration in
the pesiod 1955-75 wrote of a ‘costly leaming’ experience both for
recipients and disseminators. Among other things he noted that the
administrative technology transfer had aimed more at ‘maintenance’
needs rather than ‘developmental’ needs; that mechanistic.views of
organizations focusing on technical expertise and ‘purposive objec-
tivity’, although instrumentally important, were not ithe ‘crucial
creative levers of development’; and that public administration
training and scholarship in developing countries had been emulative
of the West rather than innovative.

Meanwhile the neo-Marxist assault on modernization theory iden-
tified development administration as 2 device to legitimate and
promote the interests of the bureaucratic bourgeoisie (that is, top
bureaucrats) and other dominant classes and/or élites. It was both an
ideological prop and practical tool in perpetuating inequitable rela-
tions between. classes, The technology of -administration could not
unilaterally promote the beneficial changes delineated in the meaning
of development, Radical alterations in power structure were neces-
sary before administration could be employed to such a purpose.
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"There was an obvious impasse for development administration in this
thinking. Administration was not an independent variable. It could
only be a facilitator of development under a radically different
“political order.

Class interests were an important explanatory variable for David
Hirschmann (1981) in his commentary on the disappointing results of
more than two decades of development administration in Africa. Like
Schaffer, he also described a ‘deadlock’ but Hirschmann’s deadlock
moved beyond the. inward-looking reflections of an intellectuaily
unsure sub-discipline. He acknowledged that there had been many
innovative and imaginative ideas in development administration but
that they had been frequently ignored by leading African adminis-
trators. Why? The answer, said Hirschmann, was that bureancrats
focused on defending their class interests which put them in conflice
with the majority of the populatio. Common development admin-
istration ideas such as less-stratified organizations with strong client
orientation coujd be scen as revolutionary threats by the bureaucratic
defenders of the status quo. Hirschmann was providing a social class
version of the power-politics theories of management which had been
advocated from the late 1960s onwards but surprisingly little used in
development administration. These theories explained managerial
decision-making in terms of the power of the ‘dominant coalition’
within organizations (Thompson, 1967} and argued that while
organizational contingencies may constrain management decisicns
they did not determine them. In fact, managers had some latitude to
make ‘strategic choices’ (Child, 1972). '

Dwivedi and Nef {1982) went beyond ‘deadlock’ and asserted that
development administration was in ‘crisis’. Using a dependency-style
framework they argued that development administration had been a
‘dismal failure’ responsible for ‘anti-development’, bureaucratic
authoritarianism and’ seemingly everything that was wrong with
development. Whiile their case seems overstated and highly conspir-
atorial, they do raise a range of important and challenging issues.
They claimed to move development administration well beyond its
modernization origins and its focus on ‘the manageability of the
administrative structure’ and face up directly to the ‘incompatibility
between bureaucracy, 4s a form of institutionalized socjal cottrol,
and development defined as quality of life for the population’ (p. 65).
However, Fred Riggs had been attempting to get a similar message
accepted for almost two decades (Riggs, 1964) and, as we have
already seen, environment-oriented open systems and contingency
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approaches had already become the dominant paradigm for general
management in the West while power-politics models enjoyed grow-
ing support.

The environment in which administration is practised and the
origins and maintenance of its ideological support are always in
evidence in Dwivedi and Nef’s article, These considerations had, by
necessity, been creeping into work on development administration as
the ‘administration as neutral technology’ paradigm had become
increasingly discredited and the importance of politics in adminis-
trative analysis and action had become ever more obvious. The most
important difference between administration in developing coutitries
and in the West was belnig’ incrcasmgly identified as that envelope of
factors :and forces which we collectively call ‘the - organizational
environment. Whether it was the social class context, the influence
of the World Bank, the type of regime, the nature of the policy-
making process or simply the prevailing culture, the centrality of the
environment for understanding administrative action and paralysis
was becoming firmly established. There was, however, an obvious lag
in development administration between the generation and dissemi-
nation of environmentally-oriented management theories and their
widespread acceptance and application.

A second development forcefully advecated by Dwivedi and Nef
(1982) was the search for alternative forms of organizational ap-
proach to development. Instead of simply criticising. the failures,
people began to look at the successes and innovations. What had the
experience of indigenous experiments in China, Guinea-Bissau, Tan-
zania and Libya taught us? What had populist approaches to offer?
Why had some organizations in Thailand, India, Sri Lanka and
Bangladesh produced excellent development outcomes and consider-
able organizational growth (Korten, 1980) while others had not?.:
Were these experiences replicable or were there principles of crgani-
zational design that could be easily modified according to changes in
organizational environment? Rondinelli (1983) was keen to identify
lessons from past experience that could enhance dcve'opmenf actmin-
istration in the future. His analysis indicated that the main reason for
* poor past performance in the public sector was the failure to cope
with the complexity and uncertainty of organizational environments
in developing countries. The remedy lay in changing structures and
procedures so that experimentation and learning occurred. This
creative hybrid comprises a human-relations type of management
theory coupled with a contingency-style acknowledgment of highly
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variable environmental conditions, including the political environ-
ment.

'The neo-classical economists had meanwhile gained considerable
influence in policy circles and were also pointing to inefficiency and
ineffectiveness in the public sector. While they agreed with Rondi-
nelli’s notion” of experimentation they also recommended that the
state should be ‘;oHed back’. Big government had notb . sffective
government-and ibshas fing o printipleyafiieniarket were allowed
to operaté: Réducing the ize of the staté and restricting the opera-
tions of the state ‘would bring considerable savings. Programmes to
increase . bureaiératic: eapacity s did-¢lcdéncy -and- to encourage
privateSéerat gro’

_ ' taf grawth through market mechanisms would then ensure
" that devélopment would take placé:

"This radical and highly influential approach to administration and
governance in developing countries was already in' full swing in
countries like the UK, Australia and the USA. Its intellectual origins
lay in public chojce theory (for example, Ostrom and Ostrom, 1971;
Baker, 1976). In practical terms it encouraged ‘managerialism® or the
‘new public manageient’ which drew heavily on the innovations and
trends in private sector management (Pollitr, 1993; Zifcak, 1994).
The old distinction between public sector and private sector manage-
ment became blurred. The dissemination of this model to developing
countries was undertaken by enthusiastic Western advocates and
influential multilateral financial institutions such as the World Bank
and IMF. In a remarkably short space of time it assumed orthodoxy
in mainstream development administration although it is still tem-
pered by the persistence of Classical Management orientations and
critiques from those who have a more human-relations orientation to
development:

Although there was some delay in the export of the new public
management model to developing countries, subsequent efforts have
ensured a rapid transfer once the process started. The lag which has
characterized this transfer process until now has been greatly reduced
and developing countries now have access to the latest ideas in
management, most often drawn from the West or Japan (for example,
the quality movement). Being up-to-date in global management
trends has both advantages and pitfalls. It alerts people to the
bewildering, exciting and potentially useful range of options available
but it also opens up developing countries to experiments with techni-
ques and practices which are totally inappropriate for their particular
environments. The strongest voices are also often the richest and most
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powerful which means that South-South flows of ideas run the risk of
being overwhelmed by North-South flows thus leading to the loss of
some potentially valuable knowledge and experience.

Although the new public management did attempt to colonize
development administraiion with a somewhat standardized ap-
proach, in the late 19808 development administration was emerging
from self-criticism and doubt and was acquiring a new lease of life.
The post-mortem on modernization approaches, the shock treatment
of neo-Marxist theorizing, the appreciation of indigenous success
stories and the neo-classical assault on' big government had served
to revitalize rather than destroy development administration. Even
the World Bank recognized the importance of administration for
development although not everyone agreed with the Bank prescrip-
tions (Murray, 1983). Milton Esman (1988, p. 133) declared that
‘development administration has not only survived the limitations of
its founders, but it has successfully adapted to a much more realistic
set of expectations abaut the process of development and the poten-
tidlities of the public sector’..Development administration, according
to such writers, had matured but it was still dynamic.

So how do we characterize the contemporary practice of develop-
ment administration? First, it is both an academic sub-feld in the
social sciences and a developmental practice. There is now a volu-
minous literature offering practical advice, analytic insight and
descriptive accounts of administrative activities in development. It
is a cumulative knowledge and wisdom which embodies lessons
derived from modernization theory, liberal reformulations, neo-
Marxist perspectives, neo-classical economics, public choice theory,
ned-populist innovation and local experience. Unfortunately, we
cannot assume that the lessons have been learned and built into
current practice. Seconds it is not a discipline in the sense of possessing
a distinct body of theory. There is no paradigmatic consensus.
Swerdlow (1975, p. 324) likened it to ‘a subject matter in search of
a discipline’. Development administration is built round a set of
problems and can be viewed as an instrumentality of the development
process. Third, development administration remains heavily but not
exclusively focused on public administration. It is no longer premised
on the notion of big government. This is in part due to disappointing
results of official development interventions and to the shortage of
financial resources. However, the identification of bureaucracy as
problem rather than solution has been vigorously promoted by an
‘improbable coalition’:
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Partners in this ideological marriage of convenience are business-
oriented, low tax, anti-regulation advocates of the minimal state
[the neo-Classical counter-revolutionaries] and the counterculture
communitarians who regard government as the inherently
exploitative instrument of a morally corrupt and violent capitalist
establishment which is destroying the natural environment,
promoting nuclear war, and encroaching on the rights of social
minorities [elements of the neo-populists).

(Esman, 1988, p. 127. Italics added by the authors)

“ Issues such as privatization, the efficacy of the market, popular
participation and the role of non-governmental organizations
(NGOs) have forced their way onto the development administration
agenda-(see Box 1.4 for a selection of common themes in contempor-
ary development administration), Bureancracy is but one aspect,
albeit a major one, of contemporary development administration.
Even the term development administration js unfavoured in some
quarters, perhaps because of its association with bureaucracy and
with an earlier era of failed prescriptions and interventions, or
perhaps because it does not convey the increased range of issues
under consideration. Terms such as ‘policy analysis’ and ‘manage-
ment’ are now often substituted for ‘administration’,

BOX 1.4
Some contemnporary themes in development administration

1. Governments are limited in their capacity, and these limitations should be
incorporated into the design of public prograimimes,

2. Because governments cannot do it all, alternative and complementary
channels need to be identified and fostered. .

3. Programme designers recognize and capitalize on the pluralistic properties
of public administration.

4. Participation is an important dimension in the administration of public
services,

5. Societal contexts provide both specific opportunities and special constraints
for development administration.

6. There is an enbianced appreciation of the uncertaintdes and contingencies
inherent in deliberate efforts at developmental change.

7. There are renewed pressures on governments (a) to extract greater
productivity from continuing expenditures and {b) to reorient government
bureaucracics to serve large disadvantaged publics more responsively,

Source:  Esman, M.]. (1988) ‘The Maturing of Development Administration’,
Public Administration and Development, vol. 8(2), pp. 125-34.
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‘Public action’ is a recent and popular concept which takes a wider
perspective than public delivery and state initiative. It also incorpo-
rates ‘participation by the public in the process of social change’
(Dréze and Sen, 1989, p. 259). It represents a rediscovery of civil
society and the role that institutions in that sphere can play in
promoting collective private and public ends {Mackintosh, 1992,
p- 5). The popular notion of ‘governance’ arises from a quite different
analysis but in many respects foliows a similar-line (World Bank,
1992b; ODA, 1993). The relations between bureaucracies, politicians
and the organizations which populate their environments is a recur-
rent theme of this book and of the current approaches to deveiopment
administration.

Fourth, consideration of power and politics is central to an undcr-
standing of this mode of organizing. Organizations engaged in
development activities are not exemplars of technical rationality
acting under clear instructions from modernizing élites. Administra-
tion, management and policy-making are highly political activities
which involve conflict, bargaining, coercion and coalition-building
among groups and individuals both inside and outside the formal
orgamzatzon. Both macro and micro political processes are central
concerns in the practice and analysis of development administration.
Furthermore, as we have identified development administration as an
instrumentality of development, its practitioners must be intimately
concerned with the goals of development (see previous section).
Whether in analysis or practice there is no value neutrality. All views
and actions have some political meaning, especially if you believe that
development should be orented to the poor, mostly defined by the
poor and incorporating a strong element of grassroots knowledge and
wisdom,

Finally, it can be appreciated that development administration (or
policy and management) applies te a huge number of people in a
large number of countries. The countries vary enormously when
measured by statistical indicators of development or in terms of
culture and history. Even within nations, however small in popula-
tion terms, there can be great regional differentiation, Collective titles
such as Third World or the South give an impression of similarity to a
disparate group of countries. Diversity is what development admiin-
istration must address. We will examine this diversity in the next

chapter.



2

Organizational
Environments:
Comparisons, Contrasts
and Significance

All organizations exist in and relate to environments that affect their
operations. The environments in which administrators and policy-
makers operate in developing countries are both distinctive and
diverse. They are distinct from those environments encountered by
their counterparts in the rich countries of the Organisation for
Economic Cooperation and Development (OECD), but between
developing countries there are substantial differences. This means
that management models which are successful in one place may be
inappropriate in a different environment. Thus, the practices and
prescriptions of administration in industrial countries may be parti-
cularly prone to failure when transplanted to radically different
developing country contexts. Even South-South transfers must be
treated with great care and consideration.

The organizational environment is a vital element in infiuencing
the nature of policy, administrative reform or any programme of
planned change. Managers at all levels who have a good appreciation
of the environment and express that in their decisions and actions
have a far greater chance of success than those who choose to
underestimate or ignore the significance of the environment.

In this chapter we will first explore the concept of environment and
indicate some of the ways in which organiz:tions interact with their
environment. Then we will describe some of the components of the
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environment which have been identified as important by politicians,
administrators, academics and other development professionals. Fi-
nally, we will draw some general conclusions about developing-
couniry environments and what this means for policy-makers, ad-
ministrators and development.

Making sense of the environment

To appreciate the vastness and complexity of the environment we can
follow Robert Miles’s instructions to ‘take the universe, subtract from
it the subset that represents the organization, and the remainder is
environment' (Miles, 1980, p. 36). There are economic forces, social
institutions, demographic patterns, other organization, international
agencies and many additional elements which make up this general
or macro environment. It may be too broad a definition of environ-
ment as, by incorporating everything, it fails to distinguish what is of
immediate significance for the organization. To do this we can
identify the ‘specific’ or ‘task’ environment as that part of the
environment which is directly relevant to the organization in its
specific work and in achieving its goals. For example, the constitu-
encies which influence and interact with a Department of Health will
show variation from those identified for a Department of Defence.
Delineating the boundary between the general and task environments
is obviously difficult but the broad distinction is still useful. Some
management texts also identify an internal environment for organi-
zations. This is comprised of culture, technology employed, work
practices, intra-organizational politics and other elements found
within organizations. We will not utilize this concept but the items
which it embraces necessarily appear in other chapters of this book.
In this chapter we are concerned only with the external environment.

While dividing the environment into different parts makes a useful
start to our analysis, the critical questions from a management
perspective focus on the degree of unceriainty and complexity in
the environment. Some authors have suggested that for organizations
to remain effective and efficient they must take steps to ‘fit’ their
structures and strategies to the demands of the environment (Emery
and Trist, 1965; Lawrence and Lorsch, 1967). Others have been less
persuaded by such determinism and have employed the distinction
between the ‘influenceable’ and ‘appreciated’ environments (Smith ef
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al., 1981}. While managers will control certain decision areas in the
organization (for example, deployment of staff, allocation of re-
sources) they will not have such power outside. They may, however,
be able to influence certain decisions by organizations and actors
operating in the same or reiated areas. But there are other factors
which are recognized and appreciated but which lie beyond the
control of these managers. Such a view coincides with the ‘resource
dependence perspective’ which gets away from notions of environ-
mental determinism and identifies ways in which organizations can
be proactive in influencing events and decisions in their environment
(Pfeffer and Salancik, 1978).

Whether managers and policy-makers take a deterministic or
proactive view of the environment they all need to engage in
environmental scanning. This involves monitoring and evaluating
changes in the environment so that appropriate actions can be made
regarding organizational strategies and structures, and to nationai or
local government policy. There is a huge range of scanning techni-
ques, from informal but astute observation and analysis of current
political trends to sophisticated data collection and computer analy-
sts. They can adopt time frames which vary from long-term scenarios
of 20 years or more to those which focus on next year only. Whatever
the metheds employed and whether the organization is in the public
or private sector, it appears that organizations which pay attention to
their environments have a much greater chance of performing well
than those which ignore environmental scanning.

Furthermore, as developing-country environments are typically
uncertain and growing in complexity the importance of environ-
mental scanning as an input to public policy and management
- increases. If scant attention is paid to such data gathering and
analysis, decision-making will become entirely ad hoc, and may simply
degenerate into desperate steps by officials to hold on to power. Such
an orientation does nothing to satisfy the developmental needs and
demands of the millions of people who live in conditions of poverty
and uncertainty in developing countries.

There is a final complication in dealing with the environment. The
environment is not the same for everybody. Different people perceive
it in different ways. They may ‘enact’ the environment creating the
very information to which they then react (Weick, 1977). Thus,
organizations or policy-makers respond to what they have con-
structed — what is influenceable and what is appreciated. What they
perceive and how they perceive it may vary. An organizational
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response may then be characterized as a ‘strategic choice’ which
usually reflects the way in which the dominant coalition enacts the
environment {Child, 1972). The environment is anything but a clear
empirical reality. Information can be ignored or emphasized, institu-
tions overlooked or awarded significance. It is a zone of contestation i

where political process and analysis are of great importance, '

Elements of the environment

In this section we will describe some of the important elements of the
environment which have been consistently appreciated, inflaenced
and enacted by policy-makers and administrators in developing
countries — and by academic analysts. Although we use convenient
categories to package our environmental components remember that
this is an analytical device and that life is not so easily compartmen-
talized in practice. There is a2 complex causal texture between parts of
the environment and in their engagement with the organization. We
should therefore beware of crude -generalizations about cause and
effect in explaining administrative and policy behaviour. With these
considerations in mind we have modified Austin’s (1990) model and
divided the environment into economic, cultural, demographic and
political components (see Box 2.1).

Eeonomic factors

Making the economy grow and sharing out the results of such growth
are fundamental concerns of governments and societies engaged in
development. To pursue this strategy it is necessary to know what is
happening in the domestic and international economy. Administra-
tors and policy-makers need information about such items as growth
rates of the gross national product, the availability of capital, changes
in the structure of production and the labour market, and projections
of international debt. They are simultaneously items which the
government is trying to change and elements of the environment
which affect those planned changes. They will offer oppertunities or
place constraints on policies in the economic aad other sectors. Also,
they are interrelated with the other variables in the environment and
will both affect them and be affected by them,
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BOX 2.1
Eavironmental factors for public sector managers
Eeonomic Coltural
Gross national product Ethnicity
Structure of production Family and kinship
Labour - Values and norms
Domestic capital Gender
Foreign exchange History
Foreign aid and debt
Infrastructure
Technology
Poverty and incquality
Informal sector
Demographic Political
Population growth State-society relations
Age structure Legitimacy
Urbanization and migration Regime type
Health Ideology
Elites and classes
Internatonal links
Institutions

Source:  Modified from Austin, J. E. (1990) Managing in Developing Countrizs:
Strategic Analysis and Operating Technigues (New York: Free Press).

Gross national product

The most commonly cited statistics in the study of development are
the closely related gross national product (GNP) per capita and gross
domestic product (GDP) per capita. GNP per capita is calculated by
‘estimating the money value of all goods and services produced in a
country in a year, plus net factor income {from labour and capitai)
from abroad, and dividing by the estimated mid-year population®
(Hulme and Turner, 1990, p- 18). GDP is GNP minus the net factor
income from abroad. Both are measures of production and are
utilized to compare levels of economic development between coun-
tries. The major division is between high incore economies found in
Western Europe, East Asia, North America and Australasia and the
developing economies of Africa; Asia, Latin America and the Pacific.
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The division is sometimes viewed as that separating rich and poor,
North and South, wealthy OECD countries and the rest, or First and
Third Worlds. However, these divisions are too crude, as within the
developing world there is considerable differentiation. Since most of
the nations of the world and the global population are classified as
developing then such diversity should be no surprise.

The World Bank divides the developing world into three categories
according to GNP per capita: low income (US$725 or less per capita
in 1994), lower-middle income (US$726-2900 per capita in 1994)
and upper-middle income economies (1JS$2901-8955 in 1994). It is
questionable whether some upper-middle income economies such as
Greece or Hungary would be recognized as ‘developing’. Even
excluding such cases the range is enormous ~ from Rwanda with
US$80 per capita to Argentina with US$8710 per capita (see Table
2.1}

While the GNP measure does reveal a great deal about econeric
conditions there are limitations to its use. It says nothing about
income distribution, it makes huge assumptions about informal and
subsistence production which are ubiquitous in developing countries,
and it is not an accurate guide to general levels of welfare. A human
development index (HDI) constructed by the United Nations Devel-
opment Programme {UNDPF) is a far better guide to welfare as it
incorporates indicators of life expectancy and educational attainment
with national income to give a composite measure of human progress
(see Table 2.1).

Structure of production

{Other economic indicators help to elaborate the crude GNP per
capita figure. Examination of the structure of preduction, for exam-
ple, reveals that all deveioping countries have a greater reliance on
natural resource exploitation including agriculiure, mining, forestry
and fisheries than the rich nations. For most rich countries agriculture
provides under 3 per cent of GDP. The developing couniries stand in
marked contrast, particularly the low-income economies where an
average of 28 per cent of GDP is derived from agriculture as
compared to 10 per cent for all middle-income economies. But the
range is considerable among the developing nations with middle-
income economies often possessing substantial industrial sectors and
sometimes revealing production structures nearer to the high-income
than to the low-income economies.
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Labour
The human resources profile also provides contrasts both within the

developing world and with the OECD nations. The latter invariably
possess more educated populations and more highly skilled labour
forces, Literacy rates within the developing nations vary widely and
do not necessarily correlate with the GNP per capita figure. Some
low-income economies such as Sri Lanka, Madagascar and China
have superior adult literacy rates to middle-income economies such as
Tunisia, El Salvador and Saudi Arabia. Skills are often in short
supply. In some places, highly educated persons either do not have
the particular skills needed by the economy or they migraté abroad
for better opportunities. By 1987, for example, it was estimated that
one-third of Africa’s skilled people had moved to Europe. Even
allowing for remittances this appears to represent a’ huge loss of
investment in the type of skilled human resources required for
national development.

Domestic capital

A further distinction between rich and poor countries is implicit in
this very categorization. The latter generally demonstrate scarcity in
both public and private domestic capital. The UNDP (1992,-p. 63)
has identified lack of finance as ‘the most crippling constraint facing
developing nations’. GDPs are low. Savings rates are also low with a
few exceptions such as China and India. This is to be expected given
the many persons who exist in poverty or near to it and who must
attend to current consumption rather than to saving.

Other environmental features and problems relating to capital
scarcity in developing countries include weak financial institations
which are unable to regulate the economy adequately and to mobilize
savings. Inflation rates are frequently much higher in developing
nations than in the OECD countries. In the 1980-93 period the
annual inflation rates of all OECD countries averaged below 10 per
cent, a figure attained by few developing countries. Over 30 devel-
oping countries averaged more than 20 per cent during this time,
with some exceeding 50 per cent or even 100 per cent each year. Such
mflationary environments make planning extremely difficult and
demand management techniques in both public and private sectors
which are unfamiliar to those used to operating in single digit
inflation. Finally, capital flight, such as seen in Latin America in
the early 1980s, may contribute to the shortage of domestic capital.
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Foreign exchange

Foreign exchange is a form of capital which is frequently in short
supply in developing countries and marks another distinctive envir-
onmental factor cncountered by policy-makers and administrators in
those countries. Foreign exchange is important because it determines
the potential level of external purchasing power. Whether foreign
exchange is used wisely for developmental purposes is another matter
but it should be noted that even when countries enjoy the benefits of a
commodity boom the foreign exchange bonanza can be fittered
away in conspicuous consumption, prestige projects and inappropri-
ate development programmes. However, foreign exchange scarcity is
the common condition for developing countries with the poorer
countries faring least well. Austin (1990, p- 30) cites a 1987 study
which found that the average foreign exchange reserves were only
US$17 per capita in low-income countries, US$128 for middle-
income countries, but US$1148 for OECD eountries,

Foreign aid and debt

Shortage of foreign' exchange and scarcity of capital are reflected in
the foreign aid relationship which binds the low and middle-income
economies to the rich nations of the world in a dependent relation-
ship. According to the influential neo-classical economist, Lord
Bauer, developing countries can be defined as those which ‘demand
and receive aid from the West . . . The Third World is the creation of
foreign aid: without foreign aid there is no Third World’ (Bauer,
1981, p. 87). While this may have some empirical grounding as one
possible classificatory device, Bauer’s explanations of aid in terms of
collective Western guilt certainly do not.

The flow of foreign aid from the governments of rich nations to
those in poor nations has certainly been a leading feature of devel-
opment in the post-war years, and the results of such flows have been
disappointing and have contributed to another feature of the eco-
nomic environment of developing nations - foreign debt. Two
decades ago this was not a major element in the environment of
administrators and policy-makers. Today in most developing coun-
tries it is a preoccupation, as the amount of debt in developing
nations has grown rapidly to enormous and frightening levels: from
US$100 billion in 1970 to US$E50 billion in 1980 to around
US$15000 billion in 1992 (UNDP, 1994, p. 63).
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OECD nations are by no means immune 1o debt but there are
differences between them and the developing world. Most external
debt in OECD countries is owed by private business while the level of
production per capita is far greater than in developing countries. In
developing countries it is governments which have the lion’s share of
debt. In the poorest countries there is little chance of repayment given
the low levels of production while at the other extreme (for example,
Brazil and Mexico) the amounts are so large that repayment
problems are inevitable, permanent and affect the workings of the
entire world economy. Furthermore, the level of debt for many
countries has become so high that 2 large slice of government budget
and an even larger portion of foreign exchange must go into servicing
debts rather than into urgent economic initiatives and welfare
projects (see Table 2.1). To exacerbate matters for poor nations,
their real interest rates in the 1980s have been estimated as four times
higher than those for rich nations (UNDP, 1992, p. 48).

Infrastructure

According to Austin (1990, p. 53) ‘poor infrastructure may be the
most visible distinguishing characteristic of developing countries’,
This lack of capacity may be manifest in inadequate port facilities,
roads in disrepair or unable to handle the increasing volumes of
traffic, obsolescent railway rolling stock, an inability to maintain
required electricity output and water supply systems which fail to
satisfy personal and organizational demands. While large cities
frequently outgrow and hence place insupportable demands on their
infrastructure, rural areas are all too often characterized by their lack
of infrastructural development. With good reason some authors have
alleged a distinct and persistent urban bias in developing countries
{Lipton, 1977).

Information is increasingly regarded as the most important com-
modity in advanced capitalist nations. Gathering, processing and
disseminating information has become a leading activity in these
countries. To service the insatiable demand for information, compu-
ters and telecommunications play a major role utilizing ever more
sophisticated electronic machines with larger capacities and faster
speeds. In the developing world one finds equivalent machines but in
much smaller quantity, in many fewer places and processing informa-
tion which is often less plentiful and less reliable. Only 20 per cent of
the world’s computers are to be found in developing nations. Thus,
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administrators and policy-makers must face an environment where
information availability and accuracy may leave much to be desired
and where the telecommunications infrastructure and computer
availability may be poorly developed, fragmented or bardly present.

Technology

In large part, development is about technology. Whether one is
promoting indigenous agricultural techniques, modifying machinery
for smali-scale production, building factories or re-equipping offices
there are always questions about technology. As technology involves
both hardware and techniques all technological activities have a
human aspect. In OECD countries the speed of technological trans.
formation during the past century has been unprecedented in human
history. Some of what has been achieved is of dubious value for the
present and future health of humanity. However, the industrial
nations possess a massive store of technology and may be increasing
their technological lead over the developing nations. This trend could
accelerate as science and technology is increasingly privatized and
made available only to those who can afford to pay.

By contrast, technology in developing countries is often less com-
plex. It may also be inefficient and ineffective although one should
cxercise cxtreme caution before making value judgments about
‘backward’ technology in developing nations as compared to superior
advanced technology in the QECD. ‘Simple’ can alsa be efficient,
effective, well-tested and environmentally friendly. Technological
innovation in developing nations is frequently concentrated in ‘mod-
ern’ activities such as large-scale manufacturing, the national airline,
agribusiness plantations, and offices in the central business district of
the capital city. This technology and much more is acquired overseas,
in Jarge part from the industrial nations. Third World research and
development (R&D) capacity is highly restricted, constrained by
capital shortages, foreign exchange shortfalis and other environmen-
tal factors. The UNDP (1992, p. 40) notes that despite having almost
80 per centi of the world’s population, developing countries are
respensible for only 4 per cent of global R&D expenditure,

Administrators and policy-makers face an environment where they
must make continual technological choices. Many items on the
shopping list derive from the industrial nations but what is appro-
priate in Australia or the UK might well be inappropriate in Nigeria
or Pakistan.
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Poverty and inequality

In 1990, the World Bank identified the reduction of poverty as the
most pressing issue now facing the ‘development community’. It still
is and will remain that way for the foreseeable future. The poverty
statistics make grim reading and are a shameful indictment of the
world community. Over a billion people in developing countries were
living in poverty in 1985, approximately one third of their total
populations. Of these, 630 million were classified as extrgmely poor,
their annual consumption being less than US$275 per person per year
(World Bank, 1590, p. 28). Policy-makers and administrators in the
* OECD npations must also deal with poverty but its incidence is
generally much less. Even among developing countries the amount
of poverty can vary considerably while the degree of deprivation can
be staggering when compared to what is defined as poverty in OECD
countries. Furthermore, much poverty in rural areas goes unper-
ceived as those officials concerned with bringing development perpe-
tuate biases which overlook and misunderstand the nature and extent
of poverty (Chambers, 1983).

In some developing nations there is also massivé inequity in the
distribution of resources and in incomes. For example, in. Brazil the
top 20 per cent of the population receives 26 times the income of the
bottom 20 per cent. Many people in developing countries, especially
in Asia and Latin America, have access to educational resources,
health facilities, food, accommodation and consumer goods which are
similar to people in Western countries. Some are fabulously wealthy
but alongside them exist the millions in urban squatter settlements
and those hidden in rural villages and remote locations who daily
have to battle with poverty. They have few assets, live in larger
households, have low incomes, have poor access to social services, and
live shorter lives than the middle and upper classes. The details vary
from country to country and region to region but the bottom line is
always the same - an inability to attain an adequate standard of
living.

But poverty should not be recorded simply as a matter of economic
statistics. Vulnerability and powerlessness are two important char-
acteristics which both define and perpetuate poverty. Chambers
(1983) notes that the poor lack buffers against contingencies such
as weddings, funerals, natural disasters, sickness and accidents. This
makes them highly vulnerable. Attending to these contingencies
frequently results in the sale or irreversible loss of their already
meagre assets. The poor in rural areas have also witnessed the relative
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ease with which rural elites intercept benefits intended for the poor
who lack the political resources to bargain. Such powerlessness, says
Chambers, is especially common for women, and the physically weak,
disabled and destitute.

Informal sector

A final and particularly distinctive economic feature of developing
countries is the prevalence of the informal sector; that is, the multi-
tude of unregistered micro-businesses that operate outside of state
regulation. They typically include food preparation and sale, petty
trade, transport hire, repair activities, scavenging and manufacture,
It has been estimated that such unofficial economies employ between
35 and 65 per cent of the labour force of most developing countries
and provide between 20 and 40 per cent of GDP (Chickering and
Salahdine, 1991, p. 7). De Soto (1989) estimated that in Peru the
informal sector accounted for 50 per cent of the full-time labour force,
another 10 per cent part-time, 40 per cent of GDP, and 47 per cent of
construction and 95 per cent of public transport in the capital city of
Lima.

Such burgeoning informal sector activity provides an environmen-
tal challenge to administrators and policy-makers. They cannot
ignore the unofficial economy as it is ubiquitous, vast and frequently
growing. But do they regulate it, do they encourage it or do they
watch it ercde the power and authority of the bureaucratic statep

Cultural factors

Policies and plans may be technically feasible but a group of cultural
factors places limits on what policy-makers and administrators can
actually achieve and indicates the acceptable directions for policy and
management. Culture is manifested in beliefs, values, attitudes and
norms of behaviour, It is the meanings we attach to behaviour. These
meanings are the products of elements such as history, tradition and
social structure. We have made a broad sweep of these elements in the
group of cultural variables we discuss below. This complex cluster
exercises a major influence on how actors will perceive the rest of the
environment and how organizations and managers will operate,

Etfnicity
Ethnic identity may be perceived in various ways — according to race,
culture, language, religion or place of origin. A unique combination
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of such attributes differentiates each ethnic community from others
and provides the basis for self-consciousness particularly among
members of ethnic minorities. According to both modernization
and Marxist theories of development, ethnic identities would weaken
as economic development proceeded. History has proved this assump-
tion incorrect. In the late twentieth century this has been most
graphically demonstrated in widespread inter-ethnic strife in the
form of secessionist movements and civil wars. While ethnic differ-
entiation and political action based on ethnic identity have occurred
in the Western nations it is in the developing world that ethnic
divisions abound. They are important environmental features for
administrators and policy-makers which must be taken into account
in framing policies, planning and implementation.

Ethnic configurations vary considerably within the developing
world, In Latin America and the Caribbean the indigenous popula-
tions were decimated by the colonizers. Thus, ethnic diversity is not
such a pronounced feature of these societies althongh relatively small
indigenous ethnic communities survive in marginalized and disad-
vantaged conditions in some countries. In Africa and Asia there ean
be considerable ethnic diversity which can translate into sorhetimes
violent competition over resources, the allocation of jobs, control of
the state or can even challenge the existence of the state. .-For the
administrator and policy-maker there is always the consideration that
their actions can be interpreted by ethnic groups in a framework
which focuses on inequity between ethnic groups and that such
analysis can have severe repercussions. But rapid economic and social
advancement is certainly possible in conditions of ethnic diversity as
the example of Malaysia demonstrates,

Family and kinship

While family and kinship define important human relationships
throughout the world, it is not an exaggeration to say that they have
greater sigpificance for determining behaviour in developing nations
than in the Western world. There are a multitude of kinship systems
in the developing world. Imagine Papua New Guinea where there are
more than 800 language groups and so an equivalent number of
kinship terminologies, each demonstrating some features which dis-
tinguish it from the next. Whatever the operating system, the affective
relationships of kinship are important determinants of behaviour. In
some societies where kinship links do not exist, fictive ones will be
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sanctioned to cement significant personal relationships. In the Phij.
lippines, sponsors or godparents at a christening will be linked to the
child, to its parents and perhaps to the wider family and even to the
other godparents, One cannot generalize about the degree of intensity
of particular kinship relations as differences between societies, indi-
viduals and contexts work against uniformity. The vital matter is that
kinship forms an important frame of reference for individuals operat-
ing in society and the language of kinship has a wide currency in
metaphors and analogies.

Values and norms

Among the most important components of culture are values and
norms, They serve to both determine, explain and legitimate human
actions, and they show extraordinary variance between societies and
even within them. Their importance to the administrator and policy-
maker is quite obviously profound although this has not always been
appreciated. In the 1970s, Gert Hofstede (1980) asked the simple
question ‘do American theories apply abroad? concerning motiva-
tion, leadership and organization. One hundred and sixteen thousand
questionnaires later, Hofitede concluded that national cultures pro-
vided distinct patterns of mental programming which cast severe
doubts on the appropriateness of certain American management
practices in different national cultural contexts,

Administrators and policy-makers derive values from the wider
society in which they live and from other collectivities to which they
belong, such as ethnic groups, religions and classes. They import such
values and norms into their work organizations, and perhaps add a
few specific items of organizational culture from that particular office
or department. The values and norms guide and give meanting to
what they do and what is acceptable or feasible in their dealings with
the wider society. The wider society also evaluates the actions of the
policy-maker and administrator using values and norms as teols.
There is no Third World value system, and even within a nation-state
values can vary considerably between groups, or particular groups
can operationalize the same values in different ways.

Gender
‘Women’s issues have become major concerns for administrators anq

policy-makers onty relatively recently. They were certainly part of
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the environment before the 1970s but their perception was generally
undertaken using patriarchal instruments which both understated
and misconceived the situation of women in development. The
United Nations Decade for Women 1976-85 marked ‘the acceptance
of women’s concerns as legitimate issues for national and interna-
tional policy’ (Tinker, 1990, p. 4). But this acceptance had been won
through the political actions of women not as a result of some natural
evolutionary process.

The overriding theme in the study of gender is inequity and its
persistence in relations between men and women (see Table 2,2). The
nature and degree of incquity varies between countries and social
classes. The inequity between women in different social classes can in
fact be greater than that between men and women. For example, the
lives of middle class and elite women in Latin America are vastly
different than those of poor rural and urban women in terms of status,
power, life chances, education, work, health and conditions of
existence. If we are to understand the status of women in develop-
ment then it is important to see it in the context of an ‘interweaving of
class relations and gender relations’ (Beneria and Sen, 1979, p. 288).
Another element of our cultural environment — values ~ must also be
taken into account as they furnish the ideological setting in which
inequities are generated and maintained.

TABLE 2,2
Female-male gaps

Females as a percentage of males

Life Literacy Tertiary Parliament:
expectancy 1993 enrolment % of seats occupied
1933 1590 by women, 1935
Mexico : 109 95 76 14
Malaysia 106 86 89 11,
Morocce 105 53 58 1
Nigeria 107 68 37 2
Mozambique 107 39 33 . 25

Note:  All figures, except those in the ‘parliament’ column, are expressed in
relation to the male average which is indexed to equal 100. The smaller the figure
the bigger the gap, the closer the figure to 100 the smaller the gap, and a figure
above 100 indicates that the female average is higher than the male average.

Source: UNDP (1996} Human Development Report 1996 (New York: Oxford

University Press},
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But it is difficult to generalize about gender relations in the
developing world as diversity is much in evidence. Programmes that
work in one place might be failures in another. Leading issues in one
situation can be of minor concern in another. Also, the historical
experience of the West, including that of the women’s movement,
may be a poor guide for current developmental action.

While the administrators and policy-makers have often recognized
the importance of women in development, whether because of
perceived inequities or wasted human potential, the results of eco-
nomic development for women are frequently disappointing. New
technologies, greater opportunities for paid employment and the
revitalization of religious values may even impose new burdens on
women or may not seriously alter the overriding male-dominated
power structures. For poor women, especially women-headed house-
holds, the global economic downturn has been particularly harsh
leading to ‘the feminization of poverty’ (Tinker, 1990, p. 5).

History

Administrators and policy-makers seldom acknowledge history as a
component of their organizational environments, yet it is one of the
most significant. John Toye (1987) has argued persuasively that the
Third World has acquired a common ideatity through anti-colonial
and anti-imperialist struggles. While the details of individual cases
may vary, all developing countries have engaged in these struggles,
For most it has been the decolonization process. Even the relatively
few developing nations which were not formal colonies of Western
powers have been forced to fight against imperialism and to be
vigilant in dealing with it. There is a collective psychology wrought
in the process of anti-colonial struggles which leaves a deep and
lasting imprint on nations. Whatever the specific experience the
outcome is 2 sense of shared experience, a common history. And in
the post-colonial era it can be expressed in the ideology and practice
of development. .

This notion should not be taken to extremes as historical diversity is
also evident. The legacies of colonial rule are evident today. For
example, national boundaries established by imperial powers often
incorporated different ethnic groups. Such ethnic diversity may
become a principal consideration in policy-making and even in the
survival of the state. Economic structures established under colonjal-
ism which focus on export crop production may be difficult to
dismantle in post-colonial times. Imported colonial vales concerning




Organizational Environments 39

gender relations may become deeply embedded and survive un-
scathed long after the colonial power has departed. While at one
level there may be a collective identity among developing nations
forged out of broadly similar historical relations with the West, on
another level one sees diversity between say the details of Hispanic
colonialism in Latin America and British imperialism in South Asia.
Both have left their mark and are addressed either explicitly or, more
likely, implicitly by administrators and policy-makers engaged in the
process of national development.

Demographic factors

The changing size, composition and location of populations is vital
information for policy-makers and administrators. It enables them to
know what services are needed, how fast they should grow, where
they should be located and what to expect in the future. These
population dynamics place socictal demands on the state and must be
monitored by government if informed decisions are to be made.
Whether the needs and demands are fulfilled will depend on the
interaction of these demographic factors with other clusters of
environmental variables. Health is also included in this demographic
grouping. Good health for the population is a major objective of
development and it is vital to have knowledge of disease patterns and
the availability of health services for the attainiment of this objective.
Furthermore, an unhealthy population produces at far below the
optimum level and therefore acts as a constraint on development.

Population growth

Over three-quarters of the world’s population live in developing
countries and the proportion is increasing. This is because population
growth rates in the developing world are significantly higher than in
the rich nations. Growth rates in Europe and North America have
never been more than 1.5 per cent; Japan’s pepulation grew at only
1.2 per cent per year between 1965 and 1990; while even a migrant
society like Australia registered only 1.8 per cent population growth
per year over the same period. By contrast the average annual growth
rate of population for both low-income and iiddle-income countries
between 1965-90 was 2.3 per cent. The growth rate has been much
higher in many places, with African countries often exceeding 3 per
cent. Many Asian countries have registered figures above 2.5 per



-

“(ssg Lamioamy paopeo a0z mony) ggsr Hodey
Fuigopaaq Pl (9661) yoeg PrOM pue (sarg Aimssarury propxey o MIN) G651 12007y rurudopnag prasgy (ceg) IR PHOp  Canneg
96 08 '8t €0 51 uede[’
001 9% 061 50 6§ N
00t 174 132 &1 9L B[Oy
w0t YRy
74 #5 L6§ a1 1 uogqes
:74 ¥4 a 184 0 elskefery
96 L9 223 02 651 nzeaq
swuama apppiu-addp)
£9 89 o €27 6 wsun g,
8¢ 69 6'8g $2 1 openoy
18 9 z'68 £ L9 sowddpg
quwn.n u.cvﬁmﬁnbuauaq
9 99 8'6¢ 183 9 seanpuoyy
95 8s 0% £e A BUEI)
74 29 868 0% ¥16 eIpuy
Shﬂuuh .ﬂc@'
1661 (r=302 3o w;) - : F66T 1661 *dod 109 £6~0861 {%) $661-prox
IS)eM. aTes 0y (2xmak) marrg 3e Jo v, s grwal -dod yo a1ex moas (swoniro:)
552008 WM wonwmdog Aoamyzadxs AT $I~0 wopemdog penuay aferaay uwonemdog

40

ey pue wonemdod or S meay [rimetEdoIATy

£¢ TTAVI,



Organizational Environments 4]

cent. The explanation of this growth lies in health improvements
which caused death rates to fall while birth rates remained high (see
‘Table 2.3).

"These percentzages do not seem high but closer examination reveals
another story — the effect of compounding. For example, a growth
rate of 2 per cent entails a doubling of the population in 35 years, A
rate of 2.77 per cent means doubling the population in 25 years,
which is a single generation (Hull and Hull, 1992, p. 1). The
challenge such growth rates pose for administrators and policy-
makers are obvious. Each year they must provide more classrooms,
more teachers, more health facilities and more services of all types to
simply maintain current standards. Rapid population growth makes
development more difficult especially in environments of resource
scarcity.

Although population growth rates are slowing in the developing
world, either through economic development, as in East and South-
east Asia, or state policy, as in China, the growth in numbers of
people will actually increase in the 1990s. This is because of the huge
population base. Every day 250 000 people are added to the world’s
population, between 90 and 100 million people per year — the
equivalent of another Nigeria or Bangladesh each year (ibid.).

" Age structure
While the rich countries devise strategies to deal with ageing popula-
tions, the developing nations are characterized by young populations.
In 1891, 35.4 per cent of the population of all low and middle-income
countries were between 0-14 years of age as compared to 19.3 per
cent for the OECD countries (see Table 2.3). For most low-income
and over half of the lower-middlesincome countries the figure was
over 40 per cent. Such age structures have resulted from the rapid
growth rates and the growth in absolute numbers which means that
larger numbers of females are entering the reproductive stage each
year. Thus, administrators and policy-makers must deal with a
population whose age creates particular patterns of demand (for
example, on education and health) and where family sizes and
dependency ratios differ markedly from the rich nations. There is
some divergence within the developing nations themselves, notably
China where strict population policies have resulted in only 27 per
cent of its population being in the 0-14 years category in 199]. But
one should remember that even a | per cent growth rate for China
means the addition of 11.5 million people to its population each year.
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Urbanization and migration

While developing countries have larger rural populations than
OECD countries one of the remarkable features of the past four
decades has been the huge growth of urban population in the
developing world. In 1970, only 18 per cent of the population in
low-income countries and 46 per cent of the population in middle-
income countries resided in urban areas. By 1994, the figure had risen
to 28 per cent for low-income countries and 61 per cent for middle-
income countries; and it should be remembered that this has taken
place in the context of overall high population growth rates,

In all countries the urban population has been expanding at a
more rapid rate than the rural population due to natural increase and
migration from the countryside. Some believe that the most able and
skilled rural inhabitants are those which comprise the bulk of the
rural-urban flow. These are demographic patterns and processes
which must be addressed by administrators and planners although
all too often they appear to be overwhelmed by them. The poor who
make up the vast majority of the developing world’s urban popula-
tion are all too evident in squatter settlements and slums throughout
the world, living in cramped, insecure and often unhealthy condidons
and displaying low levels of formal employment. The poor have in
large part provided for themselves through the informal economy and
have built their settlements despite the officeholders of the state rather
than with their assistance.

The degree of urbanization varies considerably between develop-
ing countries. Some Latin American countries such as Argentina and
Uruguay have over 75 per cent of their populations in urban
settlements. By contrast some low-income countries such as Malawi
and Bangladesh have under 20 per cent of their populations in urban
areas. There has often been a tendency for the largest urban centres
to grow most rapidly creating massive population centres, cities
which carry populations far in excess of their infrastructural capacity
and in which environmental problems such as air pollution have
become acute. The world’s largest cities are now in developing
countries and this situation will become even more pronounced with
continued urban growth. Mexico City leads the way with a stagger-
ing 20 million population.

In addition to the flow of rural populations to metropolitan centres
there is a smaller but significant migration overseas. This flow is
mostly comprised of skilled workers and has focused on OECD
countries and oil-rich{labour-short Middle Eastern countries. Some
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of the migration is temporary, for example in the construction
industry, while many may be making permanent moves in search
of better opportunity. For administrators and policy-makers this
‘brain drain’ comprises a loss of highly trained human capital but
it may be offset by remittances of foreign exchange and by an easing
of pressure on domestic labour markets. In 1989, developing countries
received about US§25 billion in official remittances from OECD and
Gulf countries, and quite possibly .another 1JS$5 billion or more in
unofficial remittances,

Health

One of the success stories of the development process has been
improvement in health, However, there is still enormous scope for
further improvement as the health status of populations in developing
countries lags far behind that in the OECD countries. The life
expectancy at birth for females and males in low income countries
has increased from 50 years and 48 years in 1965 to 63 years and 61
years in 1993, Females in middle income countries now have life
expectancies at birth of 71 years as against 60 years in 1965 while for
men the 1993 figure is 65 years.

Despite these overall improvements some countries still have
appalling health profiles while all have disease patterns and health
problems which are both different and have a higher human tbll than
those in the OECD countries. A few examples will demanstrate this.
In 1992, 1.2 billion people still remain without access to potable water
(see Table 2.3), 1.7 billion people have no sanitary means of disposing
of human waste, while water-borne diseases killed more thar 3 million
children in 1991 (Source, vol 4(2) December 1992). Ninety per cent of
the world’s blind people live in developing countries. Most of this
blindness could have been prevented by the right diet, immunization
against measles and other Jow cost preventative health measures. In
Burkina Faso in 1990, there were 57 183 persons for every doctor, and
infant mortality stood at 134 infant deaths per 1000 live births in
1990. By contrast, in Malaysia there were 1270 persons for every
physician and an infant mortality rate of 16 per 1600.

Some diseases such as malaria are making a comeback. In the
1950s and 1960s, it was thought malaria had been brought under
control by the lethal insecticide DDT and the drug chloroquine.
Malaria has outsmarted this Western technology and is spreading. It
is now present in over 100 countries infecting an estimated 267
million people and claiming 2 million lives each year (Dube, 1992).
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Changed lifestyles can introduce new health problems. The spread of
diabetes in certain South Pacific island nations following the Wester-
nization of dietary habits is a case in point. New diseases, such as
AIDS, can emerge with devastating effect. In India, by the year 2000
it is estimated that there will be 1 million AIDS cases and 5 million
persons HIV-positive. The health situation s ever-changing and
provides yet another series of considerations and contextual condj-
tions within which and with which administrators and policy-makers
must work.

Political fastors

A message that we keep reiterating is that development administra-
tion is an intensely political affair., Thus, special importance attaches
to the cluster of political factors that we discuss in this section. But, it
is not an exhaustive list, and there will be considerably more reference
to power and politics in the rest of the book. It is also important to
note that all of the other factors discussed under different headings
have political aspects to them. Political scientists used to search for
explanatory models which could encompass the entire developing
world. Their demise was an acknowledgment of diversity and ‘that
peculiar open-endedness of history that is the despair of the para-
digm-obsessed social scientise’ (Hirschman, 1971, p. 356). There was
no ideal-type Third World state and no ubiquitous Third World
political processes. But equally we should not advocate anarchic
exceptionalism where dissimilarity makes conceptualization and the
comparative method redundant. It s stil possible to identify reg-
ularity in diversity. For example, states in sub-Saharan Africa may
share some (never 2ll) experiences and features. The histories of East
Asian states may also reveal commonalities. Even then, certain
historical patterns such as the nature of leadership or the origins of
institutions can transcend such classifications. The items discussed in
this section reveal these paradoxical themes of similarity and diver-

sity.

Social class

One of the most fundamental divisions in society is that of social class.
Although there are competing definitions, classes are ‘large-s-ale
groups of people who share common economic resources which
strongly influence the types of life-style ney are able to lead’
(Giddens, 1989, p. 209). While there has generally been a weaker
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development of classes in the Third World as compared to the
industrial nations, the class structures of developing nations display
far greater diversity and complexity than found in the First World.

Developing countries have large rural populations and a variety of
class arrangements which not only distinguish Third World from
First World but also differ between countries of the Third World and
even within countries. The ‘peasant’ is ubiquitous in the literature
and is found in different relationships with landlords, other peasants
and landless labourers. There are often upper, middle and lower
peasantries in addition to the landless who have only their labour to
sell. Some peasants own their land, others’enter a variety of rental
agreements with landlords —a direct payment, a share of the crop, a
set proportion of the production expenditures. In Latin America
there are large landowners known as lafifundistas who control vast
armies of landless labourers cither on ‘traditional’ farms or modern
agribusiness estates. Especially in middle-income economies, rura!
class structures are often more complex as rural inhabitants may have
access to urban employment and to rural non-farm employment in
marketing, transport, repair and other services.

The level of development may also affect the size and nature of the
middle class. In the rapidly expanding Asian economies there has
been substantial growth and rising affluence among the middle class.
In many of the poor countries it is the meagre development of
anything resembling a middle class which is most noticeable. At the
upper ends of the class system other complexities may arise as
different fractions of 2 dominant class compete for policy supremacy:
landed interests, industrial exporters, manufacturers for the domestic
market and technocrats of the state machinery.

The critical political issue relating to social class is whether people
belonging to social classes or fractions of them move beyond a simple
awareness of their similar class position to taking action based on
their class interests, This class consciousness is expressed in class
conflict where particular classes or class fractions pursue political
strategies to promote their own interests. Revolution is the most
extreme expression of class action, and while it was regularly pursued
by armed insurgency in earlier decades, its appeal has waned
considerably. Institutions are sometimes interpreted as being estab-
lished to articulate class interests in the political arena — labour
unions for the urban working class and peasant farmers, business
organizations for the bourgeoisie and consumer groups for the middle
class. Political parties may have a class character and adopt policies
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which benefit their membership and class supporters. Leaders can
mobilize support from particular classes and use it in opposition to
other groups, institutions or classes. Finally, classes may engage in
strategic alliances with other classes in the furtherance of mutual
interests.

Legitimacy

Concern over regime legitimacy is something which affects develop-
ing countries far more than OECD nations. Military juntas, demo-
cratically elected parties and self-appointed presidents-for-life all
share an interest in attempting ‘to Justify their holding of power in
terms other than those of the mere fact of power-holding’ (Lewis,
1982, p. 125). Policy is one mechanism by which claims to power can
be legitimated.

In sub-Saharan Africa, for example, ‘regime uncertainty has been
the norm’, making the search for ‘workable political arrangements’ a
leading issue (Chazan, 1989, p. 325). Multi-party democracies had
short lifespans and were replaced by one-party states, tyrants,
military rulers and other authoritarian variants. But they too were
often overthrown as their legitimacy was tenuous. In the late 1980s,
in line with international trends, many African countries, such as
Zambia and Nigeria, began to plan the reintroduction of democratic
rule. Regime type was a leading issue and the arrangements for a
transition were central policy concerns.

President Marcos of the Philippines demonstrates how, even under
authoritarian rule, there can be cloge attention bordering on pre-
occupation with claiming legitimacy for a particular type of regime
and its incumbents {Turner, 1990a). He employed a variety of
techniques: establishing the legality and constitutionality of martial
law, using performance in socioeconomic development, manipulating
history and culture, and securing international support, And ali this
was done to establish the obedience-worthiness of the institutional
order which he had imposed..

Policy concerns and capacity

The history of the modern Western state has been one of bureau-
cratization and of the encroachment of the state via the policy process
into almost all aspects of everyday life. Rules, regulations policies
and officials determine much of what is done and the manner in
which it is done. Even given the recent market orientations of some
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Western governments the policy coverage of the state is enormous as
are the resources gathered by the state for this purpose. Quite
obviousty the Third World state cannot hope to have the same scale
of policy coverage especially in the area of social welfare. It simply
does not have the same resources at its disposal. This is immediately
apparent from our discussicn of socioeconomic and demographic
indicators in this chapter. One should take care, however, to avoid
simply reading off policy coverage from indicators such as GNP per
capita. Other contingencies such as regime type, political ideology
and budgetary tradition can prefoundly influence which policies are
given priority. For example, low-income Sri Lanka has operated a
form of welfare state for more than 40 years,

Nevertheless, it is evident that developing countries have less
reliable knowledge and technical analytical capacity than are avail-
able in OECD countries. In the latter, the state institutions collect
and analyse enormous quantities of information on the-grounds that
policy decisions can only be made with expert knowledge and
specialized information. Even the realization that political processes
rather than rationality determine decisions. has not diminished the
passion for data gathering and processing. While greater knowledge
and analytical capacity do not guarantee more successful policy
decisions and cutcomes they have the potential to be of considerable
assistance. )

Developing country policy-makers and implementors are fre-
quently hamstrung by a lack of knowledge. Their actions are more
likely to be guided by guesswork rather than systematic analysis,
Their environments are necessarily and undeniably ‘enacted’. The
cost of generating information is high, the logistical difficuities are
numercus while the immediate political returns are minimal.
Furthermore, governments and bureaucrats have frequently had a
Western or technocratic orientation and have ignored the contribu-
tions that indigenous knowledge can make to the policy process.
What farmers know, for instance, has often been treated as inferior
knowledge when in reality it can be of great use and can be gathered
by cheap innovative methods {Chambers, 1993).

A further difference both between the OECD and Third World
and within the Third World is not in the scale but in the nature of
policy coverage. There are issues, areas and activities which are of
concern to the state in developing countries but which are of little
concern in the West. Horowitz (1989) identifies matters of morality
and religious freedom which can be ‘zones of immunity’ into which
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Western policy-makers rarely wander but which may be of great
importance to their developing country counterparts. Many contrast-
ing policy concerns are simply a product of environmental differ-
ences. For example, land reform can be an area of vigorous policy
contlict in developing countries but not on the agenda in the West.
Reducing population growth is often of major importance especially
in large-population countries such as China and Indonesia while in
the West it is the ageing of populations which is the major issue,

Generic labels such as economic policy or agricultural policy apply
to all types of country but conceal major differences and orientations,
While the European Union policy personnel may focus on the level of
agricultural price subsidy and wonder what to do about butter
mountains and milk lakes, in the Third World the policy personnel
are analysing how to increase food production and how to reach the
poor tenant farmer with low-cost technologies.

The weak state

This is the most critical item for understanding the policy process in
much of the developing world, and not surprisingly the topic which
has generated the most debate.

In the early days of development planning it was often assumed
that states had a far greater degree of control over the environments
which they wished to change than was actually the case. The falseness
of this assumption was soon realized and academics began exploring
the ways in which state-society relations in the developing world
were different from the West. Myrdal (1568, p. 66) identified ‘soft
states’ where ‘policies decided on are often not enforced, if they are
enacted at all’. Huntington (1968, p. 1} argued that ‘the most
important political distinction among countries concerns not thejr
form of government but their degree of government’ The developing
countries, said Huntington, often have a shortage of political com-
munity and of effective, authoritative, legitimate government ~ ‘in
many cases, governments simply do not govern’ (ibid., p. 2). More
recently Migdal (1988) has written of ‘weak states and strong
societies’ where there is an ongoing struggic between the state and
societal actors over who has the right and ability to make the rules
that guide people’s social behaviour; and just because state legislation
exists it does not necessarily mean that it is enforced, Migdal points to
the power of ‘traditional’ institutions and practices and to various
forms of ‘strongmen’ organizations which both thwart and penetrate
the state.
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Expressions of the weak state are many and widespread. They can
be seen in the inability of the state to collect taxes and in the ability of
the society to avoid them. The administration of official statutes can
be altered by corruption, by the force of custom or by the demon-
strated capacity for violence of local strongmen. Land reform legisla-
tton may be passed but minimally implemented. Tenancy
arrangements may lay down a particular division of the crop between
landlord and tenant but local practice may enforce another arrange-
ment. The state may establish upper limits for interest rates but
usurious rates may prevail, Representatives of the state may recast
their official roles in rural locations to better fit with the expectations
and practices of the local populations, Official mechanisms of ac-
countability may be weak so that the occupants of state office can
simply use those offices for personal gain or for the benefit of groups
based on kinship and ethnicity.

At the extreme, the weak state can simply disintegrate as in the
Lebanon or Somalia. Its only claim to existence may be international
recognition of something which is not actually there. In Africa,
Richard Sandbrook (1985) has identified many such states classifying
them as ‘“fictitious’. O’Brien (1991) refers to the ‘state of nothingness’
but nevertheless demonstrates how, in Francophone Africa, rulers
have been adept in the ‘show’ or ‘display’ of state to satisfy interna-
tional actors — despite the ‘nothingness’. For example, in Togo,
General Eyadema built a regime on entertainment and fear relying
especially on a cult focused on himself — yet ‘the structures of the
Togolese state appear to be virtually non-existent’ (ibid., p. 161).
Toulabor (1986, p. 313) sees this as proof that the Western graft of
state has now been ‘adapted, tropicalized and steeped in the ethos
and the rationality of social actors who have reshaped it to their own
purposes’. _

But the weak state is not ubiquitous. China, Malaysia, Indonesia
and many other developing countries are inadequately described or
totally misrepresented by the uncritical application of the weak state
model. Back in 1953, Maurice Zinkin wrote that “There is in Asia jess
mental resistance to State intervention than in the West, for Asia has
a long history of effective and helpful State action’ (p. 214). Recent
experience confirms this. The enormous economic success of the East
Asian NIGs is not simply the triumph of the market but also has
much to do with strong state institutions. For example, South Korea's
economy grew at an average rate of 8.3 per cent between 1962 and
1985, in large part because of government intervention:
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Presidential political leadership and a significant Proportion of the
bureaucratic elites have given their top priority to economic
development ... there has been a host of price controls,
distribution controls, and other government interventions through
direct and indirect taxes, tariffs, quotas, export subsidies and the
protection of import-substituting industries . . . Through govern-
ment intervention the Korean economy was directed more to
export promotion than to a neoclassically efficient allocation
mechanism, (Kim, 1991, p. 136)

Care should be taken not to assume that authoritarian regimes and
strong states go hand in hand. Authoritarian rule has undoubtedly
been associated with economic success stories but it has also been
party to economic and social disasters. Military juntas frequently
return to barracks because they fail to live up to their claims for
legitimacy based on performance {for example, more jobs, less
corruption, better”social services). Dictators are often primarily
concerned with staying in power, Policy can then all too easily focus
on survival rather than on the broader needs of the nation, as with
President Mobutu in Zaire. In some cases this can mean that there is
minimal state penetration of the routines of everyday life apart from
the threat of state violence to maintain consent (but not necessarily
legitimacy). In short, authoritarian regimes are often associated with
weak states.

But we should not force an all or nothing categorization of weak or
strong on Third World states. As Clapham (1985, p. 39) observed, its
distinguishing feature is ‘the combination of power and fragility’. We
should be aware that elements of the weak and the strong can be
simultaneously present.

Neo-patrimenialism
According to Weber's ideal type, the modern state is based on
principles of rational-legal authority. This involves legally defined
structures of authority and power oriented towards the achievement
of widely accepted goals. The public officials follow rules, regulations
and laws in an impersonal manner and maintain strict distinction
between their public and private lives. While this theory may live on
in ideological form as a legitimating device we know that the ideal
type does not exist anywhere in its pure form.

Greater insight into the nature of the state is provided by invoking
the notion of neo-patrimonialism. According to Weber, and historical
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experience, the traditional ruler frequently lacked the coercive
capacity to impose his rule. His power depended on his ability ‘to
win and retain the loyalty of key sections of the political elite’
{Crouch, 1979, p. 572). Assuming that the masses could be kept in
a state of apathy and acquiescence then the successful patrimonial
ruler could focus en keeping his potentially troublesome élite loyal
through awarding them fiefs and benefices. The contemporary
environments enacted by developing country rulers differ from those
of their traditional patrimonial forebears, Most importantly, the
trappings of the rational-legal authority are very apparent in such
institutions as formal constitutions, legislative bodies and huge state
bureaucracies. However, patrimonialism seems not only to have
survived in the Third World but has prospered in the context of
development. The impersonal universalistic systems and rules of the
rational-legal have been employed for private, particularistic pur-
poses (Findlay, 1991, p. 18). The modern ruler fulfils the patrimonial
role by rewarding followers and kinsmen by giving them jobs,
contracts or licences which should go to those satisfying the ra-
tional-legal requirements.

The neo-patrimonial ruler depends on the state being pervasive in
the formal economy. Thus, the ruler can protect followers from
competition by enacting tariffs and quotas, and by access to sub-
sidized eredit, grants and foreign loans. The rent-seeking staté is the
home of the neo-patrimonial ruler. This is where one finds the dual
political systems ~ of the verandah and of the air-conditioner (Terray,
1386). The latter can be viewed in the form of ‘State . . . President,
Ministers, Parliament, Administration, Party, Constitution, Laws,
Rules and airport with VIP lounge, company of paratroopers . . .
motorcycle outriders with siren’ (ibid., as quoted in O’Brien, 1991,
p. 151). Bureaucracies headed by highly trained technocrats should
be added. These are the symbols of the rational-legal which give
legitimacy or the appearance of substance to the regime and state,
especially for outsiders bearing gifts in the form of loans and grants.

Meanwhile on the verandah the real business of government is
conducied according to the informal practices of patron—client ties. It
is here that significant decisions are made and loyalties secured. If the
patrimonial ruler cannot maintain control over scarce resources then
loyalties falter and replacement becomes possible. Political arts are
employed to avoid the admonitions of the World Bank and IMF to
‘get the prices right’. The patrimonial ruler’s success in many
instances reflects the ability to communicate the image of the air-
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conditioner while practising the politics of the verandah. Survival
also depends on maintaining mass acquiescence. Signs of disquiet
among the masses are frequently met with repression especially if
economic development is not happening.

This approach goes a long way to identify apparent irrationality in
policy-making. We can understand why certain policy choices are
made and why seemingly inefficient government expenditures are
sanctioned. "It certainly assists in explaining policy failure or the
maintenance of the status quo but it often overlooks the question of
how change occurs. How do you explain successes in patrimonial
contexts? How can reformist policies be introduced? If politics is
always seen as negative and élites are always exclusively self-inter-
ested then the answers to such questions are difficult. Policy simply
cannot be explained in exclusively neo-patrimonial terms. Grindle
(1991) suggests an alternative political economy model in which we
should not examine the pursuit of self-interest as if it existed in a void
but look at the bargains, pacts and compromises of politics in terms of
‘problem-solving through negotiation and the use of political re-
sources in the context of great uncertainty’ (ibid., p. 66). She
acknowledges that the results of these processes can be good, bad or
indifferent for the economy, society or for sectors of the society.
However, that such a range of possibilities exists means that there
1s ‘space’ in which policy &lites can manceuvre to achieve policy
choices that are both economically and politically wise.

The public sector and its environment

Having placed various environmental components under the micro-
scope and examined them in isolation it is time to put them together
in order to make some general observations about public organiza-~
tions and their environments.

Distinctiveness

We have presented enough evidence to demonstrate that the envir-
onments encountered by administrators and policy-makers in the
developing world can be distinguished from those facing their OECD
counterparts. While there may not be one typical developing country
environment there are clusters of interrelated environmental factors
and forces which give some distinctiveness to development adminis-
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tration. It is this contextual distinctiveness of administration and
policy which is one of the most important defining features of
development administration, what makes it a specific field of enquiry
and practice. .

Frequently, the differences are a matter of degree. For example,
poverty affects OECD nations as well as the developing world
although the criteria for distinguishing the poor and the incidence
of poverty vary. Particular values found in developing nations may
also be present to a greater or lesser extent in rich countries. Rich
countries have often some colonial history. But the causal texture,
that interrelationship between the environmental parts and between
them and the public organizations, invariably gives distinctiveness to
the developing world.

Diversily

It seems somewhat paradoxical that having made the case for
distinctiveness we now argue for diversity in developing country
environments. However, within the group of countries collectively
identified as the South, the developing world or the Third World
there is considerable differentiation which perhaps questions the
appropriateness of such labels, What constitutes the environment
for public administrators and policy-makers in Bangladesh varies
considerably from that facing similar persons in Botswana, Barbados
and Brazil. Whether one uses GNP per capita, female participation in
education, level of foreign debt, or any other indicator of develop-
ment the findings are always the same: there is considerable variation
between developing countries. There are groups of nations which are
quite alike. For example, many small states face similar adminis-
trative problems which may be amenable to similar, but never
identical, solutions. Many Latin American countries have similar
profiles. Common problems are found among many sub-Saharan
Alfrican nations. However, there are also contrasting historical ex-
periences and developmental trajectories and these have becorne
more marked over time and have created increasing differentiation
between developing countries.

Turbulence

Focus on the statistics of development can easily lead to static images
of the environment. Nothing would be further from the truth. The
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environments of policy-makers and administrators in developing
countries are characteristically uncertain and have become increas-
ingly turbulent. For example, there may be new technology, the
ascendancy of a political party, rapid population growth, the rise of
pressure groups and externally determined resource constraints.
There may even be war. The environments have moved towards a
situation ‘in which the very ground on which the actors stand is
shifting’ (Sagasti, 1988, p. 436). In a study of organizational envir-
onments in Africa, Munene (1991, p. 455) found that ‘extreme
environmental uncertainty is a defining characteristic and . . . pre-
dictability is almest nil’. Uncertainty does not make success unattain-
able. It means that administrators and policy-makers need certain
techniques, organizational structures, implementation capacities and
moral commitment which can be used to deal with such flux if
developmental interventions are to be successful.

Opportunities and consiraints

A basic aim of development administration is to change the enviren-
ment. Practitioners are trying to bring about improvements in
people’s lives and as such are attempting to alier environmental
conditions; for example, make water more available, increase rural
income-earning possibilities, provide more educational opportunities.
But, the environment can be scen as presenting both opportunities
and constraints in the pursuit of such goals, Certain conditions, such
as resource scarcity, limit policy options while others, such as labour
surplus, suggest avenues of action which could utilize such surplus.
Some environments are more restrictive than others and much
literature seems to dwell on these constraints rather than on the
opportunities. Encouraging creativity which would both identify and
make use of the latter while not losing sight of the constraints would
scem to be a leading requirement of development administration in
the late 1990s. . :

Competing perceptions

We have already noted the diversity and interrelatedness of COmpo-
nents in developing country environments. Now we can add a further
complexity: different people perceive the environment in different
ways. Peasant farmers, top bureaucrats, rural teachers, NGO workers
and peliticians will have different ideas on what is important in the
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environment, what happens in the environment and what actions
should be taken to alter the environment. Within the public sector
there may be considerable divergence in environmental interpreta-
tion, in forecasting what will happen if certain actions are taken and
on what are the existing conditions. Environmental perception is not
some universal science with a single inviolate set of rules and tools —
despite the apparent finality of World Bank statistics, We bring values
and interests into our understanding of the environment. We look at
the environment and make judgments. We may express different
rationalities. But what this means is that interpreting the environ-
ment and taking actions to improve it (the tasks of the policy-maker
and administrator) has a strong political component.

Cause and effect

Public organizations are affected by their environments, Much
literature in organization theory has been devoted either to the ways
in which organizational structure and behaviour is determined by the
environment or to how organizations must adapt such features to
achieve ‘fit’ with their environments. Making such conscious adapta-
tions will allegedly make organizations more efficient and effective
{Emery and Trist, 1965; Lawrence and Lorsch, 1967). But we should
be equally aware that public organizations exist interdependently
with their environments and that these organizations adopt various
strategies to alter their environments (Pleffer and Salancik, 1978).
More recently there has been focus on the complexity of environ-
ments and the interrelationship between environments and public
organizations, where ‘connectedness in action’ should be the object of
study, where boundaries between organisations and environments are
at best vague and where organising rather than organizations should
be our principal concern {Cooper and Fox, 1990). The recent
establishrnent of ‘growth triangles’ in East and Southeast Asia is an
example of such flexible organizing (Turner, 1995}.

Foretgn models and Third World realities

Following from all these general points about the environment is the
observation that we should be extremely cautious in applying models
of manageiaent structure and action imported from the West. One
review of the literature on administrative theory and practice in
developing countries summed up the situation as follows:
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-« whenever the organization can function as a closed system then
what we know about organizations from North America seems to
work fairly well. Whenever the organization interacts with its
environment, however, the resulting behaviour cannot be under-
stood without significant adjustments to the theories developed in
industrialized nations. " (Kiggundu et al., 1983)

We should not automatically reject Western ideas as inappropriate.
‘There may be lessons to be learned and advantages to be gained. But
we must also accept that many ideas from OECD managerial
experience may be unworkable and undesirable in developing coun-
try contexts. The institutional, demographic, cconomic or sodial
environments are different and often require alternative responses.
Political behaviour and structures are also different despite superficial
similarities.
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The Policy Process:
Politics and Technics

Both the public and development professionals identify the formula-
tion, and to various degrees the implementation, of policy as the
prime task of government. It is believed that governments should be
generating economic growth, providing education, guaranteeing
personal safety, expanding job opportunities, and taking many other
initiatives which should lead to development. They should be pursu-
ing these objectives through public action, cooperating with NGOs,
the private sector and other institutions in civil society. The official
goals and activities of Third World governments (or any modern
government for that matter) focus on the policy process even if at the
operating level some incumbents of political office are more absorbed
in strategies to retain power and to secure material gain for them-
selves and their followers.

Policy is vitally important whether one is concerned with its
quality, quantity, direction or symbolic value. Governments often
use their own versions of policy outcomes and initiatives to legitimate
their hold on power while opposing forces denigrate these same
policies in order to justify their claim for office. But the outcomes of
policy initiatives are more than just influences on who occupies the
offices of state. On the performance of policy also hangs the future of
the billions of people who inhabit the developing nations.

In this chapter we will examine the nature and context of public
policy in developing nations, As the policy process is an intensely
political matter great attention is paid to the nature of politics and of
the state in the Third World. This is the political environment
of policy and administration as discussed in Chapter 2. In addition,
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we will investigate the question of who makes policy and why.
Finally, we will move from the policy-making phase to policy
implementation and examine the fierce political battles which can
be fought at this stage in the process. But first we will look af a few
conceptual issues to furnish a strong foundation for the ensuing
discussion. '

What is policy?

A recurrent problem in the social sciences is that many terms, such as
‘development’ and ‘policy’, have multiple meanings, and it depends
on who is using the term and in what context as to its meaning. The
crucial issue is not which one is right but that students develop an
awareness of multiple meanings and identify the versions which have
greatest analytical insight, Hogwood and Gunn (1984) have provided
a useful classification of the meanings of policy for those trying to
intervene in the ‘real world’. We have recast their various meanings
in a developmental context in Box 3.1,

We regard policy as process. This gives policy a historical dimen-
sion and alerts us to different foci (for example, policy-making and
policy implementation) during that process. Policy is also about
decisions — series of decisions in fact — and decisions are about power.
Sometimes such expressions of power may be revealed in the capacity
not to act, the ‘non-decision’. Policy is also purposive behaviour
although officially stated goals may mask other intents, and rationa-
lizations about policy initiatives and outcomes may come after
decisions have been made and actions taken. Finally, policy is
. constructed by human agents and we need to understand their

behaviour. For this we need to appreciate that these agents have
multiple, often conflicting and sometimes changing political goals and
that they may enter and exit the policy process at different stages.
What must be banished is any lingering idea that policy is some
highly rational process in which expert technicians are firmly i
cantrol using highly tuned instruments to achieve easily predicted
outcomes. Such an image is inappropriate for the OECD countries let
alone the developing world where environments are more unpredict-
able and turbulent. Dror’s (1986, p. 98) notion of policy-making as
‘fuzzy betting attempting to influence the probability of future
situations’ is particularly appropriate for the developing world.
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BOX 3.1
How do people use the term ‘policy™?

o Aralabel for a field of activily
For example, broad statements about a government's economic policy, industrial

policy, or law and order policy

o As an expression of peneral purpose or desived state of affairs

For example, to gencrate as many jobs as possible, to promote democratization
through decentralization, to attack the roots of poverty

®  As specific proposals '

For example, to limit agricultural landholdings to 10 hectares, to devalue the
currency by 1@ per cent, to provide fiee primary education

» A deisions of government

For example, polity decisions as announced in the national assembly or by a
president

o As formal authorization
For example, acts of parliament or other statutory instruments

o As a programme
For example, as a defined and relatively specific sphere of government activity
such 23 a land reform programme or a women’s health programme

o As output
For example, what is actually delivered such as the amount of land redistributed

in a reform programme and the number of tenants affected

»  As outiome .
For example, what is actually achieved such as the effect on farmer income and
living standards, and of agricultural outpuz of 2 land reform programme

o As a theory or model .
For example, if you do % then y will_happen; if we increase incentives to
manufacturers then industrial output will grow; if more opportunities are
provided in rural areas then migration to cities will slow down

e Ay process
As a long-term matter starting with the issues and moving through objective-
setting, decision-making to implementation and evalyation

The contribution of policy

While many factors influence the developmental record of countries, it
is certainly the case that good policy cheices and their effective
implementation are major explanatory variables. Examination of
the success of the eight East and Southeast Asian countries (Japan,
Hong Kong, the Republic of Korea, Singapore, Taiwan, Indonesia,
Malaysia and Thailand) in the period 1965-90 is the clearest mani-
festation of this proposition.
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These high-performing Asian economies (HPAEs) enjoyed rapid
and sustained economic growth rates and were ‘unusually successful’
in sharing the fruits of this growth among the population (World
Bank, 1993). The HPAEs were the only group of economies with high
economic growth and declining inequality. Shared growth has meant
improved human welfare; for example, life expectancy in the devel-
oping HPAE; increased from 56 years in 1960 to 7] years in 1990,
while the proportion of people living in absolute poverty decreased
from 58 per cent to 17 per cent over the same period,

- Although the World Bank have dubbed this experience, ‘the East
Asian Miracle’, officials actually admit that there was little that was
actually ‘miraculous’ (see Box 3.2 for a critique of the miracle).
Instead, they point to ‘fundamentally sound development policy’.
Effective macroeconomic management (for example, low inflation,
competitive exchange rates) provided the strong and stable frame-
work for, private sector development. Banking policies improved the
integrity of the banking system, encouraged non-traditional savers to
utilize it and so raised the level of fnancial saving. An emphasis on
developing human capital was evident in policies that focused on
primary and secondary education. Agricultural policies stressed
productivity and were not biased against the rural population.
Policies to limit price distortions resulted in flexible markets for
capital and labour while there was a high degree of openness to
foreign ideas and technology.

The World Bank classifies this policy approach as the ‘market-
friendly’ strategy which it advocated in its World Development Report
1991. Rapid growth is achieved by governments doing less where
markets work but doing more in areas where markets cannot be relied
upon for the desired outcomes. The Bank does acknowledge that
market failure can be an ‘important impediment’ to rapid growth but
argues that government fajlure can have very high costs as well.
Government responsibilities are to ‘ensure adequate investment in
people, provide a competitive climate for private enterprises, keep the
economy open to international trade, and maintain a stable macro-
economy’ (World Bank, 1993, p. 10). If the government tries to do
more, says the Bank, then it may do more harm than good — unless its
interventions are market-friendly. The northeastern HPAEg have
intervened extensively in their economies while the Southeast Asian
countries have been far less interventionist, Box 3.3 presents a
framework which links rapid economic growth to three functions
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(accumulation, efficient allocation and technological catch-up) and
to varying combinations of policies ranging from the market-oriented
to the state-led.

. BOX 32 _
How much does a miracle cost?

Various East and Southeast Asian countries have experienced a development
phenomenon often referred to as the "Asian Miracle’ and characterized by rapid
and sustained economic growth and considerable improvement in sociocconomic
indicators such as income, housing, health, life expectancy and poverty, There is
comnsiderable evidence to support this. However, there is an additional
perspective that these gaing have come at a high cost.

{a} Loss of identity
In Singapore it is alleged that ‘Many Malays feel sadly out of place in the
anonymous concrete corridors of the housing estates’ and that ‘two decades
of public housing have done nothing to replace the Jost solidarity of the
kampong’. .

(b} Exploitation of labour o :
In Taiwan ‘Whole factories are now said to be run oni foreign Iabour . . .
Their average wage rates were reported at . . . less than half the average
monthly tamning of workers ... By employing workers outside the
jurisdiction of the Labor Standards Law, firms are under no obligation to
provide them any benefits such as health insurance, vacation time,
severance pay or pension.’ ’ -

{c} Lack of participation in decision-making Co )
In Korea, ‘Park Chung-Hee promioted high-speed industrialization in order
to gain legitimacy, working on the theory that if you deliver growth and
higher living standards, people will willingly forego democratic choice’.

(d) Urban environmental degradation
In Korea, ‘So polluted is Seoul's air, that according to a Seoul National
University study, 67 per cent of the rain falling on that city contains enough
acid to pose a health hazard to human beings. . . None of Korea’s coal-
burning power plants contain pollution treatment facilities for noxious
gases.”

{2) Rural environmental degradation
In Taiwan, “Twenty percent of farm land, ihe governmeant admits, is now
polluted by industrial waste water . . . 30 per cent of rice grown in Taiwan
is contaminated with heavy metals . . . many of the island’s rivers are little
more than flowing cesspools, devoid of fish, almost completely dead.’

Source:  All of the above quotes are taken from Walden Bello and Stephanie
Rosenfeld (1992} Dragons in Distress: Asia’s Miraele Economies in Crisis (London:
Penguin).
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This would secem to indicate that there are multiple paths to
growth as ‘it is not easy to identify a single recipe followed across
the region’ (ibid., p. 86). But being market-friendly is obviously
viewed as a necessary path, ‘Pragmatic flexibility’ is also seen as an
important characteristic of economic policy-making with govern-
ments ready to abandon policy instruments which seem to be
performing poorly. However, this does not really answer the burning
question of whether the ‘Asian Miracle’ is replicable, This is an issue
on which the Bank is somewhat evasive. Different ‘environmenta}
conditions may well mean that replication. is not possible. Where
weak states and quite different cultures prevail, the Asian Miracle
model may well be inappropriate.

What policy-makers and administrators need to define, and busi-
ness managers need is to understand, is what a country’s national
strategy actually is. Lindenberg and Ramirez (1989) offer a useful
classificatory device for this purpose.. They acknowledge national
differences and warn that ‘no recipes for development can be passed
blindly from one to another’ (ibid., p. 5) but identify some common
questions for leaders ask in order to make national strategies (that is,
objectives and policies) realistic:

1. Reconstructing the past and understanding the present. What economic
strategy has the country pursued in recent years and how
successful was it? What current problems exist?

2. Shaping the future: short- and medium-term options. What short- and
medium-term economic options might be viable for the country?
What policies might be required? Which options might be the
most attractive and why?

3. Managing winners and losers, Which groups might perceive them-
selves to be winners and losers in the scenarios developed? What
tactics might be used to maintain support for new economic
strategies?

4. Adjusting the organization 1o change. What organizational adjust-
ments must be made should any of these scenarios become a
reality? (ibid,, p. 5)

Such an approach — a policy-oriented form of environmental scan-
ning — is broader than the economistic methodology adopted by the
World Bank in The East Asian Miracle and gives due importance to
political factors (Killick, 1994}, It specifically identifies political
manpagement as an integral component of policy and points to the
importance of organizational reform.
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Explanations of the Third World policy process

National experiences with development have varied ‘considerably.
Some policies have been effective in one place and not in others.
There are countries where policy success in one sector contrasts with
failure elsewhere. In other countries, policy choices and outcomes
have consistently disappointed, Alarmingly, the lessons from past
policy have often not been learned, To understand this situation we
must enter the realm of politics and power and examine some of the
leading models which attempt to explain policy behaviour in the
developing world, especially the apparent paradoxes in that beha-
vicur.

To accomplish this we have adopted (and slightly modified) a
useful typology of policy models constructed by Grindle and Thomas
(1988). They draw a distinction between society-centred and state-
centred models of policy change. In society-centred models, explana-
tions of the policy process are based in terms of the power relations
between social groups such as classes and interest groups. The
mechanics of decision-making take a minor role. By contrast, in the
state-centred models analysis focuses on ‘decision-making within the
organizational context of the state’ (#id., p. 219). The decision-
maker is awarded ‘considerably more capacity for choice’ while
societal constraints are less emphasised as investigators debate com-
plex actor motivation and delve into the organizational politics of the
state,

Sociely-centred models

Social class analysis

This mode of analysis is characteristic of Marxist and dependency
approaches. Policy is the outcome of the conflicts between social
classes. These struggles have their origin in the economic relationships
between classes which, at least in dependency theory, transcend
national boundaries to incorporate a dominant metropolitan bouz-
geoisie. A major concern is to delineate dominant and subordinate
classes. Policy is seen as the prerogative of the former and is one
method of securing the reproduction of the existing inequitable
societal relations of the capitalist mode of production or even
‘articulated’ modes of production. The crude instrumentalist view
of the state as simply being the executive committee of the bourgeoisie
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is now rare. But the state has often been portrayed as functioning to
provide ‘the legal, institutional and ideological hegemony of the
dominant class or class alliance over subordinate classes’ (ibtd.,
p. 217). In this formulation the state is an instrament of domination
used by the ruling classes and policy is a reflection of dominant class
interests. These may incorporate concessions, incentives or palliatives
to the subordinate classes — especially if the latter seem to be finding
some political muscle. :

Diversity and sophistication have been introduced to the class
model. Some authors have examined the struggles and alliances
between more than one dominant class (for: example, feudal-style
landowners and industrial capitalists) or between fractions of the
bourgeoisie (for example, export-oriented ‘capitalists and import-
substituting capitalists) for control of the state, Qthers have awarded
the state a certain degree of autonomy in promoting capitalist
development and bourgeois interests. A class of the ‘bureaucratic’
or ‘state’ bourgeoisie which derives its privileges from control of the
state has sometimes been recognized in this formulation {Shivii,
1976). Many have considered such a classification as too narrow,
and have argued that in transitional societies diverse elements {for
example, top burcaucrats, leading entrepreneurs, and politicians)
combine to form a ‘managerial bourgeoisie’ (Sklar, 1979} or ‘orga-
nizational bourgeoisie’ (Markowitz, 1977). The dominant compo-
nents in such coalitions are likely to change over time but they may
retain a policy orientation towards the management of wealth rather
than to its creation. With the impressive records of economic growth
in many Asian countries there has been a renewal of interest in the
identification and influence of the middle class on policy (Johnson,
1985; The Pacific Review, 1992).

Pluralism

In this approach ‘public policy results from the conflict, bargaining
and coalition formation among a potentially Iarge number of societal
groups, organized to protect or advance particular interests common
to their members’ {Grindle and Thomas, 1989, p. 218). It is an
idealized model of Western democracy, especially the US version, in
which assumptions are made about power being widely distributed
among a variety of groups, and that channels for the expression of
grievances are numerous and open. The state acts levgely as an
arbiter in this democratic competition and responds to pressures
coming from society.
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This model is simply inappropriate for many developing countries,
Where were the plurality of interests in Paraguay under Stroessner,
Malawi under Banda or contemporary Myanmar? Such authoritar-
ian regimes do not encourage or allow the formation of diverse and
active interest groups as routinely found in Western democracies,
Even in robust Third World democracies, such as Sri Lanka, interest
groups which actually influence policy-making may be few in number
(Hulme and Sanderatne, 1995). However, interest groups do exist
and in some Third World countries are increasing in the wake of
economic and political liberalization. Business groups, professional
associations, labour unions, consumer groups, squatter associations,
religious institutions, women’s groups and NGOs are evident in many
developing countries. They all try to influence the policy process with
varying degrees of success, and becausc formal channels are often
poorly developed they utilize personal ties and other strategies to
secure a voice in the policy process. Even in authoritarian regimes or
partial democracies they may exert influence. But in no case does
practical experience conform to the plurality of participatory oppor-
tunities offered in Western models of pluralism.

Public choice

The public choice perspective has 2 kinship with the pluralist
approach in its basic assumption about political society being com-
posed of organized interests. These interests are concerned with
obtaining access to public resources. The benefits are frequently
referred to as ‘rents’ where a particular group or individual obtains
some form of preferment from the state; for example, an import
licence, a logging concession, exclusive rights in a particular industry.
Both elected and non-clected officials facilitate favoured access to
public goods, services and regulations. Such rent-seeking behaviour is
common in Third World states and goes a long way to explain why
policy often appears irrational; for example, why agriculture has been
overtaxed in predominantly agrarian societies; why import substitu-
tion protection is maintained yet consumers pay high prices for
inferior products. '

The paradox of such apparent irrationality is that public chojce
theory is based on the view that ‘people are rational, self-interssted,
opportunistic, maximisers’ (Larmour, 1990, p. 64). It is the further-
ance of narrow interests and not the public interest which dominates,
The weak and poor are losers unless they can organize and articulate
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their interests. Often they appear unable to accomplish this especially
as obstacles, such as other interests, prevent it

The difference between pluralist and public choice approaches is in
the perception of politics. The formier sees wise policy resulting from
competing interest groups while the latter has no illusions about
politics, characterizing it negatively as an often cynical and always
self-interested struggle for resources.

But public choice may not focus exclusively on venal rent-seekers.
Tt is frequently associated with economic ideas of efficiency and can
support policy recommendations which come from consumer prefer-
ences and which take advantage of market opportunities. Public
choice can thus be used as a method of criticizing the public providers
of services and of looking to consumers to find what is wanted and
how it can be supplied most efficiently, This is why public choice has
often been associated with New Right formulations in the West and
with the neo-classical economic leanings of the New Political Econ-
omy in the developing world (Meier, 1991},

State-centred models

Rational actor .
As its name suggests, the rational actor model shares with public
choice the belief that actors (whether persons, governments or other
agencies) behave as rational choosers between alternative courses of
action. But the rational actor model does not assume the actors’
preoccupation with self-interest which takes such a central role in
public choice. Also, the focus of both analysis and action in rational
actor models is on the decision-makers and the decision-process and
not on the societal players. They take supporting roles ‘in this
approach.

In its pure form the rational actor model involves a sequence in
which goals are identified, translated into objectives and prioritized.
Alternative course of action for achieving the objectives are evalu-
ated, chosen and implemented. It is the stuff of a perfect world in
which there are no constraints in time, resources, and knowledge. It is
an ideal-type model which is never achieved although we have
regularly encountered planners who aspire to reach some approxima-
tion of this scientific approach in their own work.

What has been proposed in the place of the rational ideal-type is a
series of softer rationalities in which the effect of constraints and the
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sub-optimal conditions of the real world are incorporated. Thus,
decision-makers may opt for satisficing’ behaviour in which they do
not search for the best possible use of resources but seek outcomes that
are satisfactory and sufficient (Simon, 1957). They operate in condi-
tions of ‘bounded rationality’ where time and resources are acknowl-
edged constrairts. Decisions are thus made by rule of thumb with
limited search and information, especially as many policy problems
are recurrent. Lindblom both described and prescribed such decision-
making as incrementalist (Lindblom, 1959 and 1979). Policy-making
is sten as ‘muddling through® rather than a search for the best policy
possible. How else could it be, argues Lindblom, in a complex and
changing world where human intelligence and decision-making
capacity are limited. This is why he prescribes ‘successive limited
comparisons’ as the wise policy process because it eschews large leaps
into the unknown, avoids expensive errors, makes decision-making
casier and allows decisions to be reversed.

Although this incrementalist model can be used to describe some
policy-making activities in developing countries it is inappropriate in
many circumstances. On prescriptive grounds incremental solutions
are not the requirement for severe problems of development which
require urgent and major attention. On descriptive grounds incre-
mentalism does not incorporate enough of the extra-rational con-
siderations which are evident in the politics of developing countries
and which impinge so much on the policy process.

Saasa notes that public policy-making in the Third World cannot
be fully covered by the rational actor model or even incrementalism
as they do not do full justice to the complexity and turbulence of the
environments in which the decision-makers operate:

It is, thus, prudent that when attempts are made to apply the
contemporary, largely Euro-centric, policy-making models to
developing countries with relatively unstable regimes, minimum
inputs from the environment, resource scarcities, and rapid societal
change, onc neceds to be aware of these societies’ unique
circumstances. {Saasa, 1983, p. 320)

Taking the critique of rational and incremental models to its limits,
some authors have described such choice theories as ‘improbably
precise guesses about the future’ (March, 1984) and have argued that
much decision-making actually results from problems, solutions and
participants happening to come together at a specific time (Cohen ¢
al., 1972), -
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Bureaucratic politics

This decision-making model views the structure of the state as an
arena in which public officials engage in political manoeuvres to
secure desired policy outcomes. They build coalitions, bargain,
compromise, co-opt, guard information and devise strategies in order
to further their personal or organizational objectives (Clay and
Schaffer, 1984). The objective is control over the policy process in
areas which are of particular concern to the actors jnvolved. As
Allison (1971, p. 176) succinctly observes ‘where you stand depends
on where you sit’. For example, the determination of health policy
would involve the interaction of persons in the health department.
Hospital staff and administrators would usually try to prevent
reduction in spending on hospital facilities. Other departmental
players might favour the extension of low cost primary health care
in rural areas, Specialist units, such 2s malaria eradication, would
also be lobbying to maintain or increase their budgets. The depart-
ment of finance might be attempting to reduce health spending as
part of a structural adjustment package while other departments
could well support such initiatives to save their own funding.

It is a useful perspective which dispels the lingering myth of
politicians deciding policy according to some objective criteria for
neutral administrators to implement. The bureaucratic politics model]
identifies the organizations of the state as being embroiled in constant
political conflict to determine which policy options are selected and
how they are to be implemented. Where it may be criticized is that it
awards great autonomy. to officials in the determination of policy.
Where are the social classes and interest groups? Also the bureau-
cratic approach credits officials with clear policy preferences which
may simply not be there. We rediscover our rational actor in a new
context. But what of the force of normal bureaucratic routines,
inertia, incorrect reasoning and the state-society relationship? The
narrow focus of bureaucratic politics thus omits or undervalues some
considerations which could have a profound impact on the policy
process.

State interests

The state interests approach moves away from the micro-political
processes occurring between public officials and adopts a broader
perspective in which ‘the state appears to have some autonomy in
defining the nature of public problems and developing solutions to
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them’ (Grindle and Thomas, 1989, P- 220). It has even been evident
in some neo-Marxist literature where the state demonstrates relative
autonomy in making decisions against the expressed interests of the
dominant classes, :

The state is seen to have interests — or to avoid reification, officials
of the state identify and pursue collective interests because of their
shared location in the state. These state interests can refer to any
aspect of human activity ranging from defence of the state to attempts
to change public morals. Different states can be seen as having
different degrees of autonomy and perhaps different interests pis-g-
vis those of societal actors.

The great strength of this approach is that although its analytical
focus is the state, the nature of state-society relations is also of concern
as this will determine the degree of autonomy of policy élites in the
state. As Nordlinger (1987, p. 386) notes, “Taking the state seriously
involves bringing statist and societal accounts of state autonomy
together in empirically meaningful, mutually iluminating, and ana-
lytically integrated ways’. We will pursuc one of these ways in the
next section where we make deeper investigations of who actually
participates in policy-making and who does not.

Participation in the policy-making process

While the majority of Third World leaders invoke the name of the
people and democracy the level of popular participation in policy-
making has been generally much less than in the OECD natjons.
There are fewer participants in the policy-making process and the
official channels for participation are more restricted. Such restriction
can lead to the use of non-democratic forms of mobilizing power
including violent challenges to the government.

In sub-Saharan Africa the typical contemporary regime has re-
volved round the person of the ruler (Gulhati, 1990). A varying
combination of patronage and coercion secures compliarce while
factional struggles and regime uncertainty are endemic. Policy circles
are narrow. In Zambia, for example, there is a history of parliamen-
tary debate and some airing of critical commentary in the press, In
cabinet and the bureaucracy there were conliicts over policy but
President Kaunda acted as the princely arbiter of disputes, sometimes
overruling cabinet or simply ignoring it. In- Malawi, President Banda



The Policy Process 71

demonstrated little tolerance of dissent over his policies. In some
instances, such as Idi Amin in Uganda, it is not even possible to talk
of a policy circle as the extreme unpredictability of life and arbitrari-
ness of decision-making render the notion of policy obsolete,

As in much of the developing world the regimes of sub-Saharan
Africa have frequently been authoritarian in character. Such regimes
by definition restrict decision-making to relatively few individuals
and groups. Democratic forms such as parliaments and congresses are
typically closed or shorn of power, regime opponents may be im-
prisoned, the media are tightly controlled and mobilization of the
population is at the behest of the state. While personal rulers such as
Banda, Marcos and Somoza feature prominently in authoritarian
regimes there are in fact other significant actors in the policy circle.

The most obvious of these actors is the military. In Latin America,
for example, military intervention in politics and prolonged military
rule have been common. Contemporary Latin American armies are
professionalized, self:conscious and hierarchically organized forces
which began to intervene in politics in response to economic collapse
and perceived civilian incompetence in the 1920s and 1930s (Cam-
mack et al., 1988). They have ruled for considerable periods, espe-
cially in the more developed countries on the continent, and even
when not in office have exerted considerable influence on Jpolicy-
making. In the Middle East, the military has played a “decisive role’.
Since, 1958, the monarchies of Iraq, Egypt and Libya have fallen to
officer-led initiatives while contemporary Syrian politics focuses on
factional shifts within the military. Middle Eastern military regimes
have sometimes been radical pursuing policies of land reform and
nationalization. They have sometimes returned to the barracks but
like all militaries which have led or participated in government they
are reluctant to leave national affairs to civilians and remain ‘a force
behind the scenes, and at minimum a powerful pressure group whose
interests and views must be taken into account’ (ibid., p. 146).

Less obvious but perhaps more pervasive in Third World policy-
making circles are the leading public servants and their vast bureay-
cracies. We will make more detailed examination of these bureau-
cracies in the next chapter but we will make a few comments on their
policy role now. In many instances, public servants do not simply
wait to be issued implementation orders, they are actively invelved in
various ways and to varying degrees in the business of policy-making.
In Bangladesh, for example it has been reported that:
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Due to the absence of an effective extrabureaucratic power
structure, bureaucratic domination has become so extensive that
it pervades the entire social fabric. Bureaucrats have taken upon
themselves the responsibility of public decision making, and there is
no efficacious means of holding them accountable for thejr actions
{(Khan and Zafruilah, 1991).

Also active in the authoritarian, and indeed democratic, policy-
making circle is the bourgeoisie, the owners of big businesses, In Latin
America businesses have organizations that represent their commer-
cial, financial and industrial interests. These organizations do not
work through political parties but lobby legislative bodies and get
members onto government commissions and boards. Members of the
bourgeoisie deal directly with public officials using personal ties and
perhaps bribery to pursue their policy options. There is not a
consistent set of bourgeois policies. These are determined by histori-
cally specific factors and the bourgeoisic are always only one of the
players vying for policy control (Wynia, 1950).

For example, while the transitions to ‘uncertain democracies® in
Ecuador and Bolivia in the 1980s were greatly influenced by business
organizations, the latter were unable to guide the transitions com-
pletely to their liking. They were always constrained by other players
in civil society and the state — trade unions, popular organizations,
the military and political parties (Conaghan, 1990). Such experiences
lead to the general point that capitalism in Third World countries
does not automatically entail unfettered business élites cxerting a free
hand in policy-making. They are always constrained by other actors
from neo-patrimonial rulers to elected legislatures.

The bourgeoisie may also be fragmented into competing interests
and engage in internal squabbles about the direction of economic
policy. In some instances the national bourgeoisie may be weak
allowing public officials to extend the economic interests of the state,
thus promoting the ascendancy of a bureaucratic bourgeoisie whose
class position and privilege is directly dependent upon the state, A
weak national bourgeoisic may also allow foreign capital to exert
dominance in the local economy and permit transnational corpora-
tions to become major actors in the domestic policy circle.

There are other actors in the policy circle but they may be nation
or issue-specific, and their relative strength can vary over time, The
Roman Catholic Church exerts influence in Latin America; in some
countries trade unions wield power; and where higher levels of
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economic growth have been recorded the emergent middle classes
may start to participate in defining policy issues. But there are many
whose participation is weak, sporadic or nen-existent, Policy is
determined by élites. Some members of these élites may claim to
represent the iriterests of the less-powerful masses but it is evident that
the majority of the populations in developing countries have not
enjoyed access to, or influence over, policy circles.

Authoritarian regimes by definition have narrow policy “circles.
Democratically elected assemblies may have restricted powers or
consist of members of privileged classes, Mass organizations have
often been discouraged or made illegal. Coercion by state agencies or
private forces has been common. The result is exclusion from the
policy process of the bulk of the population in the developing world.
Perceived apathy of these populations may result from the rigours of
attending to daily subsistence needs, the demands of patron—client
networks, the difficulty of organization in hostile political environ-
ments and the systematic closure of policy circles by élites. A couple of
examples of who does not make policy will help to clarify these
general points,

Sub-8aharan African societies are predominantly agrarian. There-
fore, one might suppose that the peasant farming familiés who make
up the majority of the population have exertzd some influence on
policy-making or have been represented by particular élites. But, we
find a history of neglect and exploitation. Policies have been char-
acterized as follows: :

{i) maintaining unduly low producer prices; (i) extracting public
revenue through taxes on export crops or surpluses of agricultural
marketing parastatals; (iif) overvalued currencies; (iv) maintaining
low-cost food for urban dwellers; (v) raising prices of locally
manufactured items above international prices via tariffs and
import restrictions; and (vi) a marked urban bias in the pattiern of
public expenditure. {Gulhati, 1990, pp. 1152-3)

Such policies have been constructed by a coalition of rulers,
bureaucrats, urban workers, local industrialists and occasionally
multi-national corporations. The poor African farming family is
notably absent from the circle. Each of the participants in the circle
benefits in some way fror: the policies; for example, cheap food for
urban workers, protection for urban manufacturers, subsidized im-
ports for commercial farmers, rents for the bureavcrats and rulers. By
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keeping the coalition happy and the smallholder denied, the ruler will
survive. But what has been the smatlholder’s response? According to
Bates (1981), smallholders search for crops with better prices and will
move into informal or black markets. They may see better opportu-
nities in the towns and migrate to the urban areas. Thus, they may
avoid or attempt to make the best of the discriminatory policies but
they are not admitted to the policy circle.

Smallholders find it difficult to organize interest groups because
they are numerically large, diverse and scattered. Costs of lobbying
are high and there is the incentive to free ride. Commercial farmers
do not provide leadership because they are seduced by input sub-
sidies. Parties or factions that try to mobilize peasants into interest
groups are repressed by the government. '

A second group which has limited access to the policy circle and
hence to decision-making which directly affects their lives is women.
Gender is one of the social bases of inequality but cross-cuts others
such as class and ethnicity. Thus, women may have common interests
as women but sometimes may perceive themselves to have conflicting
interests as wemen of particular ethnic groups or classes. As we saw in
the previous chapter women appear to have fared less well in the
development process than men. This can be conceptualized in terms
of the relative powerlessness of women.

One way in which this can be seen is in the heavy male domination
of parliaments, congresses and other assemblies at all levels of the
state. While the overall figure for developing countries (14 per cent of
male parliamentarian figure) is marginally above that for the QECD
countries (13 per cent}, both figures are low and hide considerable
discrepancies. Fifty-five developing countries are below 10 per cent
while only 30 are above. Also, there are no data for 42 countries,
among which are nations such as Saudi Arabia and other Middle
Eastern states which have few or no female representatives in the
formal political institutions of state.

But some countries which have been associated with patriarchy
have produced politically prominent females — Benazir Bhutte in
Pakistan, Corazon Aquino in the Philippines, Aung San Suu Kyi in
Burma, Begum Khalida Zia and Sheikh Hasina in Bangladesh,
Indira Gandhi in India and Chandrika Kumaratunga in Sri Lanka.
In these countries, and many oihers, politics has been presumed to be
the natural sphere of men while women’s natural sphere has been .
determined as the private and domestic (Richter, 1990). Allocation to
this sphere has worked to exclude women from political competition
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and office because experience in this sphere is said to limit their
horizons and loyalties. Conversely, masculine characteristics are cited
as the requirements for politics. Thus, women are made ineligible for
political roles. o )

So how have a significant number of women in South and South-
east Asia achieved such political prominence? Richter (thid., p. 526)
argues that ‘women are accepted as behaving appropriately in
politics when they are perceived as filling a political void created
by the death or imprisonment of a male family member.> All of the
above examples corroborate this. One can further generalize that
female politicians come from privileged social classes where domestic
work is performed by servants. What this adds up to is that women
politicians tend to be in office for reasons other than being women
and that their primary loyalty may be to class or family interests. As
one female lobbyist in the Philippines observed to us in early 1993, up
to that time any progressive legislation for females had been tabled by
males in the Philippine Congress, _ S

Rising levels of education and greater participation in the labour
market are no guarantees of more women in elective politics. Japan,
South Korea, Argentina and Chile are a few examples of that. In
each case, women parliamentarians make up less than 6 per cent of
their male counterparts. Perhaps, women have made their greatest
gains outside of the formal electoral structures in non-governmental
organizations, which can be linked nationally and internationally in
networks and which can apply pressure on the formal system of
policy-making and implementation. Such organizations may yet
provide the foundations for greater female representation in politics
and greater attention to gender issues in policy.

Policy, politics and implementation

There is a persistent myth or perhaps naive assumption that politi-
cians make policy and public servants implement it rationally *as if
implementation was something utterly simple and automatic’ (Lane,
1993, p. 93). While both politicians and bureauerats are frequently
active in promulgating and maintaining this myth, the reality is
somewhat different. Implementation is not easy and straightforward
and cannot be simply classified as a technical exercise invoiving
calculated choices of appropriate techniques (see Box 3.4 for common
implementation problems}. Implementation is frequently a highly
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’— BOX 3.4

The notorious nine implementation problems

These implementation problems of projects of the US Agency for International Development
{ USAID )} were found to vccur frequently emough 1o fmpeds the Brogress of implementation, In
Lhe original article, the authors suggested “solutions’ o thass problems, What solutions can you
suggest?

Y. Political, economic and environmental constraints
There are four sets of constraints which Pproject designers and implementors
ignore at theif peril: donor foreign policy, national politics, macroeconomic
policy, and physical and sociocultura] factors in the local environment.

2. Institutional realitier
The institutional context in which development activities take place is a
major determinant of project success. Important institutional factors include
administrative capacity, selection of project agencies for implementation,
access to resources by development agencies and structures that support
effective information flow.

3. Host country personnel limitations
Many developing countries have only a small cadre of personnel with
approptiate technical and administrative skills, These people are often
overextended.

4. Technical assistance shortcomings
There can be criticism of the quality of technical assistance {TA) personnel,
confusion about the appropriate function of TA, and disagreement over the
roles that such personnel should play. The ability to motivate and teach is
often perceived to be vitally important by recipients as this promotes
sustainable development.

5. Decentralization and participation
Decentralization and participation are commonly believed to increase the
likelihood of project success but lack of political commitment, bureaucratic
resistance and inadequate resources have contributed to often disappointing
results

6. Timing
Three types of timing problern interfere with effective project implementa.
tion: delays between project identification and start-up; delays during project
implementation; and inappropriate time-phasing of project activities,

7. Informalfon systems
Information generated by development projects s ofien used ineffectively or
not used at all: information systems are designed but never implemented;
data are collected but never processed; or the results are made avajlable but

are only used by researchers.

B. Differing agendas
The principal actors in duvelopment projects try to achieve different and
sometimes contradictory ends. When these agendas differ, project success and
benefit sustainability will rarely achicve priority attention,
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9. The boltom line: sustaining project bengfits
Although development projects are intended to foster a process of self-

sustaining development, they have often provided litde more than a
temporary infusion of assets, personnel and services. Sustainability has been
adversely affected by factors of a political, economic, institutional and
financial nature. Financial factors include the wie of excessively costly
technologies and service delivery systems in a setting where revenues are
insufficient to cover future financial needs,

Source:  Gow, D.D. and Morss, E.R. (1988) ‘The Notorious Nine: Critical
Problems in Praject Implementation’, World Development, vol. 16(12),
pp- 1399-418.

political process, It is an arena where those with interests in a policy
engage in negotiation over the goals of the policy and conflict over the
allocation of resources.

This ‘politics of implementation’ has been a special interest of
Merilee Grindle over many years, and it is to her work we will now
turn. She notes that in the United States and Western Europe policy
activity is focused on the input (policy-making) stage but that in the
‘Third World, where interest aggregating structures are often weak, ‘a
large portion of individual and collective demand making, the
representation of interests, and the emergence and resolution of
conflict occur at the output siage’ (implementation) (Grindle, 1980,
p- 13). This is the stage where those interested in particular policies
are best able to participate. Also, politics based on factions, patron—~
client ties, and other affective forms is highly suited to ‘individualized
demand on the burcaucratic apparatus for the allocation of goods
and services’ {ibid., p. 18).

The implementation phase may thus be seen as an arena in which
those responsible for allocating resources are engaged in political
relationships among themselves and with other actors intent on
influencing that allocation. The cast would typically include national
level planners; national, regional and local politicians; economic élite
groups; institutions such as the church and military; recipient groups;
groups seeing themselves as suffering adverse consequences from the
policy; muliilateral agencies such as the World Bank; and bureau-
cratic implementors, The intensity of participation by an actor will
depend on 2 range of factors including the strength of interest in the
policy and the organizational capacity.

'The prevalence of politics in implementation has led Grindle to a
rejection of the popular linear model of implementation (see Box 3.5).
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This scheme is related to the Whitehall myth mentioned earlier as it
anticipates implementation is simply about doing what has already
been decided. Failure to implement is interpreted either as ‘a lack of
political will’, surely the woolliest phrase in the developmental
lexicon, or as weak institutional capacity. Much effort has gone into
resolving the latter in programmes designed to strengthen institutions
and to improve policy analysis. We agree with Grindle and Thomas
{1990) that such initiatives are necessary and often valuable but that
they represent only a partial solution to the search for successful
policy implementation. :

Grindle and Thomas identify key decision-makers and implemen-
tors in the policy process and suggest that:

[They] face opposition in attempting to pursue reformist
initiatives; in consequence, they need to consider feasibility in
terms of support and opposition to change, what stakes they and
the government they serve have in the pursuit of reform, and the
political and bureaucratic resources needed to sustain such
initiatives, {1bid., pp. 1165-6)

Analysis of implementation feasibility should thus become an essen-
tial part of policy analysis. The linear model treats this as a technical
matter or even omits such considerations. But the case studies of
Grindle and Thomas lead to an interactive model in which policy is
viewed as a process not as a series of discrete stages (see Box 3.6).
Analysis commences with looking at the characteristics of any public
policy in terms of the reaction it will generate. Then governments
must assess what their resources are and how they can be mobilized to
promote successful implementation. Decision-makers must evaluate
political resources while public managers attend to bureaucratic
resources. Such analysis can lead to a more realistic approach to
policy where the question of implementation feasibility assumes major
importance. Failure can be better anticipated, modifications can be
better judged and resources can be more efficiently and effectively

allocated.

Conclusion

In this chapter we have examined public policy and its political
context. People everywhere expect governments to make and imple-
ment policy, and there are increasing pressures for this to be done
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BOX 3.6
The interactive model of policy implementation

Issues -

/

Polley agenda

| Policy characteristics |

Arena

Bureaucratic — — — — Public

Reject/ implement  Implemant/ reject

]

Resourca requimments:{ {
Politteal v — . __ " __

e e R e
N

Techpleal —
- Multiple potential outcomes

Jource:  Thomas, J.W. and Grindle, M, S. (1990) ‘After the Decision:

Implementing Policy Reforms in Developing Countries’, World Development,
vol. 18(8), p. 1167,

]
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with consultation and assistance from non-state actors, There are
multiple meanings to the word policy. None is wrong but we should
be aware of these alternate usages and for analytic purposes adopt a
meaning in which process is emphasized. In a few Asian countries
there has been great success with policy which has made a major
contribution to rapid economic and social gains, Whether this *Asian
Miracle’ model is replicable remains open to doubt as environmental
conditions vary so much between developing countries.

This diversity may partially explain why various models have been
applied to Third World policy processes. Some are society-centred
and focus on the interplay between societal actors such as classes or
interest groups. Others are state-centred and emphasize the interac-
tions of those involved in the decision-making of the policy process.
We believe that both perspectives have explanatory validity and that
elements of both need to be combined to illuminate the nature of the
policy process in any specific developing country. Looking at who
actually makes or influences policy decisions is useful data for the
policy models. There is also the question of implementation. At this
stage in the policy process many political battles are fought over the
allocation of scarce resources and any policy model must incorporate
this reality. Indeed, politics and power permeate the entire policy
process rather than rational and technical matters. Tc understand
the policy process in the developing werld we must first understand
the political context, and to secure improvement in policy-making
and policy outcomes it is not enough to simply increase the capacities
of state bureaucracies.

There must also be action on the political front, We should move
beyond the shrugging of shoulders accompanied by references to lack
of political will and attempt to construct a politics of policy improve-
ment as Grindle and Thomas (1990) have done, or actively encou-
rage wider participation like the advocates of public action. As we
have seen, there are structural constraints to effective policy-making
and implementation but even under typically adverse conditions in
the developing World there is room for manoeuvre. Eoth public and
private acters do have some autonomy in decision-making which
means that getting more policies right is possible. The politics is not
going to be removed from the policy process but it can be made to
produce policies and outcomes which are more equitable and effec-
tive and which make more efficient use of scarce resources,
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Bureaucracy:
Obstructing or
Facilitating
Development?

The growth of bureaucracy has been a leading feature of twentieth
century development. Whether one looks at OECD countries, former
and present communist countries or the nations of the Third World
bureaucratization is ubiquitous. In developing countries the organi-
zations of the state have high visibility and assume great importance
but interpretations of what they do and how they do it vary
considerably. In many cases the public service is blamed for poor
developmental performance. %urcauéracy s, nevertheless, an essen-
tial and vitally important instrument of development. Even the most
ardent proponents of the virtues of the market now admit this. In
some instances bureaucracies have made a considerable contribution
to development. Such desirable outcomes are possible and with
appropriate action can become more frequent.

In this chapter we will briefly examine some of the voluminous
literature on bureaucracy in the developing world, investigate the
teading issues and controversies, and even expose a few myths. We
commence with a conceptual warning about the multiple. meanings
attaching to the term ‘bureaucracy’ and then describe the origins of
these vast state organizations. In the main section of the chapter we
will look at major issues relating to bureaucracy and development.

82
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What is bureaucracy?

‘There are many answers to this question, Jan-Erik Lane (1987}, for
example, identifies ten different usages of the term! We will, however,
confine ourselves to four leading meanings of bureaucracy which are
found in popular sentiments and academic literature on bureaucracy
in the deyeloping world.

Rule by the burequ

This was the original nineteenth century use of the term to indicate ‘a
system in which ministerial positions were occupied by career offi-
cials, usually answerable to a hereditary monarchy’ (Beetham, 1987,
p. 3). It should be contrasted with representative forms of govern-
ment. In the contemporary Third World, it can. be employed to
describe military dictatorship, one-party authoritarian states and
neo-patrimonialism.

Professional adminisiration

This is a sociological approach which looks at bureaucracy as a
particular type of organization. Its principal reference point is the
ideal-type bureaucracy constructed by Max Weber (Gerth and. Mills,
1948). This is characterized by a clearly defined division of fabour, an
impersonal authority structure, a hierarchy of offices, dependence on
formal rules, employment based on merit, the availability of 2 career
and the distinct separation of members® organizational and personal
lives. Such a form of organization represented, said Weber, the
‘rationalization of collective activities’ and was ‘capable of attaining
the highest degree of efficiency’. It was increasingly found in the
professionalization of administration in the modermnizing societies of
the late, I19th century both in the public and private sectors, but
Weber’s model is still widely employed today as a comparative tool
by which we can assess the degree and form of bureaucratization in a
society or organization.

Public administration

In this usage bureaucracy is another way of saying public adminis-
tration. Private organizations are excluded on the grounds that there
are distinct aspects to public administration because of its location in
the state. Beetham (1987, p. 3) identifies some of the characteristics as
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‘its compulsory character, its particular relation to the law [and] the
public accountability of its operations’. While managerialism in many
countries has led to attempts to incorporate private sector manage-
ment techniques into the public sector, the public administration
view of bureaucracy is sl strong both in the popular imagination
and within the organizations of the state. When people say ‘the
bureaucracy’, more often than not they mean the public sector.

Negative characteristics

This meaning focuses on popular perceptions of the workings of
bureaucracy, and is most often associated with the organizations of
the state rather than the private sector. It encompasses a range of
negative assessments of all that is wrong with these organizations.
Crozier provided a concise summary in 1964, and his observations are
still valid today:

[Bureaucracy] evokes the slowness, the ponderousness, the routine,
the complication of procedures, and the maladapted responses of
‘burcaucratic’ organizations to the needs which they should satisfy, .
and the frustrations which their members, clients, or subjects
consequently endure. (Crozier, 1964, p. 3).

We will review many of these charges later in the chapter when we
deal with the problems of bureaucracy.

Bureaucracy thus means different things to different people and
sometimes different things to the same people depending on their
situation. The above meanings are not mutually exclusive but can be
used together in analysis provided the reader is made aware of which
meaning is being employed. For simplicity’s sake and to eliminate
Western cultural bias embodied in Weberian notions of rationality
one could opt for a minimalist definition as advocated by Brown
(1989). Such a definition makes few assumption about how bureau-
cracies should work but looks at how they actually work. Brown cites
Jacques’s (1976) definition of bureaucracy as a leading example of the
minimalist genre: ‘a hierarchically stratified managerial employment
system in which people are employed to work for a wage or salary’.

In this chapter we will be focusing on the bureaucracies of the state
and while trying to elucidate their organizational features we will
attempt to avoid the cultural biases implicit in much Western

managerial literature.
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The origin of Third World bureaucracies

There are numerous books, movies, television series and other forms
of remembrance devoted to European explorers, conquistadors and
pioneers who discovered and exploited the colonial possessions which
now form the Third World. However, one major legacy of European
colonialism in the Third World which is of greater significance but
seldom if ever celebrated is bureaucracy. The African example is

instructive:

Colonial states all created an administrative hierarchy through the
concentration of political and administrative functions in the hands
of the colonial civil service. [The colonizers] went about the task of
governance by establishing a bureaucratic network staffed by
officers who had charge of specific duties (such as revenue
collection, public order, medicine, education, infrastructiral
organization, adjudication, social services, and even in the later
colenial period, development projects). (Chazan et al., 1988, p- 40)

Public administration undertaken by organizations with bureau-
cratc features was, however, in evidence in some ancient civilizations
of what is now the Third World centuries before Max Weber
observed their emergence in Europe. Heady (1984, pp- 150-1) com-
ments on the ‘impressive’ bureaucracy of Old Kingdom Egypt where
before 2180BC complex patterns of delegation, specialization and
institutional longevity were evident. By the time of Confucius’s death
in 478BC, the Chinese army ‘already had the character of a dis-
ciplined bureaucracy’ while state officials were developing a penchant
for ‘bureaucratic meddling in everything’ (Weber, 1948, p. 421).
Other ancient civilizations such as the Incas and Aztecs in the.
Ameritas also developed complex and effective systems of public
administration which carved out and maintained vast empires.

The ancient bureaucracies were frequently patrimonial displaying
only some of the ideal Weberian characteristics. If one takes the long
view of history, then such characteristics may have survived Eur-
opean colonialism and be in evidence today albeit in modified form.
Many colonial rulers followed ancient practice in relying on tradi-
tional institutions as ‘carriers of order’, Offices were awarded on the
basis of some combination of merit and personal ties. The idea of state
officials .as an élite caste was universal while centralization was a
common theme in administrative structures,
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The colonial state is best characterized as an administrative unit, a
bureaucratic state. Politicians were largely absent or severely re-
stricted in their powers. The roles of administrator and politician
were usually amalgamated. The precise arrangements of the bureau-
cracies varied between colonial powers but they were all designed to
regulate (laws and rules) and extract (taxes and raw materials) and
were backed by strong coercive force. Control was the theme of
colonial bureaucracy but this did not necessarily entail penetration of
all or even many of the routines of everyday life, Much could be left
to ‘traditional’ institutions. Nevertheless, bureaucratic control is an
issue which has been prominent in post-colonial states especially in
the context of weak political institutions. Bureaucracy has often been
the strongest institutional inheritance of the post-colonial state,

Bureaucracy even conquered without colonialism, Strong external
impulses for defence of the state or to modernize could induce rulers
to introduce elements of modern bureaucracy. For example, British
and Frénch threats in the nineteenth century helped precipitate
modernizing reforms in Thailand which included the adoption of
Western administrative methods, while the overthrow of absolute
monarchy in 1932 facilitated the consolidation of military-bureau-
cratic rule. This alliance has only recently been challenged seriously
following the Bangkok uprising of 1992 and subsequent democratiza-
tion measures.

Bureaucracy and development

As we have already learned, bureaucracy is ubiquitous in the
developing world. Tt is also the subject of considerable debate and
criticism. In this section we will review some of these leading issues
relating to bureaucracy and development.

Size

A widespread criticism of bureaucracy is that it is too big, a
lumbering juggernaut which ahsorbs enormous resources but actually
produces very little. The World Bank, for example, makes reduction
in the size of the public service a condition of most structural
adjustment loans. Sometimes the reason is that there are simply too
many personnel. Alternatively, and in line with neoclassical thinking,
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it is argued that some functions should be opened to the market and
that government should concentrate on core regulatory functions,

'The post-independence period has normally seen the expansion of
state bureaucracies as new governments moved beyond the restricted
regulatory focus of colonial administration and tock on new respon-
sibilities (for example, foreign affairs) and embarked on ambitious
schemes of planned development. This necessitated the creation of
new institutions and the expansion of existing ones. For example,
within a decade of India’s independence the government had created
the Central Secretariat Service, the Central Health Service, the
Central Legal Service and the Central Information Service. Then
came the Indian Economic Service and the Indian Statistical Service
(Maheshwari, 1990). In 1951, there were 1.528 million central
government employees. By 1960, there were 2.025 million and in
1980 there were 3.678 million. The story at state level is similar with
figures revealing the numbers of state functionaries growing from
1.202 million in 1958 to 4.414 million in the 1980s (bid.}.

But do such figures represent the bloated bureaucracies of popular
imagination? Donald Rowat (1990) has provided some interesting
insights on this question in his comparative statistical analysis of
developed and developing-country bureaucracies. From his sample,
Rowat found that the number of public employees in proportion to
population is much greater in the developed countries — 6.4 employ-
ees per 100 population in the developed countries compared to 2.6 in
developing countries but with wide variations in each category. The
large number of workers in local government in the developed
countries accounts for this difference. They are in areas of ‘personal
services’ such as education, health and social welfare. which are
frequently poorly provided for at the local level in developing
countries. But workers in public enterprises make up a greater
percentage of public sector employment in the developing countries
while public sector employment as a percentage of total non-agri-
cultural employment is far higher in the developing countries. Rowat
cites a 1983 IMF study which gives a range of 10 per cent {Japan) w0
36 per cent (New Zealand) for public sector employment as a
proportion of total non-agricultural employment in developed coun-
tries as compared to a range of 17 per cent (Guatemala) to 85 per
cent (Benin) in developing countries.

There is no simple formula to determine how big a public service
should be (sce Box 4.1). In very poor countries public bureaucracies
may be the only way to provide certain services, particularly primary
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BOX 4.1
The challenge of hig beancracy

China’s bloated bureaucracy — stuffed with 500000 idlers according to official
figures — s to be streamlined, Premier Li Peng is heading a top-level Coramunist
Party committee charged with trimning the fat of a civil service thae iy draining
state coffers and meddling in business, the official media reported yesterday.

China hays 33 million bureaucrats at all levels the Ching Daily said yesterday.
About 300000 were “paid but doing litde’. Each year, one million univers;
graduates and demobilized troops joined the ranks of the civil service, the
newspaper said. Only 400900 retired. Zhang Zhijlan, Viee Minister of

- Personnel, was quoted as saying it would be difficult enough to stop the growth
let alone cut overall numbers. Without drastic measures, he predicted a civil
service of 40 million people by the year 2000,

Smashing the ‘iron ricebow)’ — a cradle-to-grave system of employment and
social security — is = politically explosive issue for China’s hardline leaders. Byt
propping up statc industry and subsidising incficiency at all levels js breaking
budget targets and threatens znother round of raging inflation. Reducing the size
of the bureaucracy has become the most hotly debated issue in government and is
shaping up as the new battleground between orthodox Marxists and economic
reformers.

Source:  The Canberra Times, 13 Qctober 1991,

education and primary health carc. One must also take into account
what the public expects from the state, and what are the state’s
development plans. Concern with size may be misplaced and our
attention should be fixed more on promoting efficiency and effective-
ness in what exists rather than with ‘downsizing’. But bureaucratic
growth may reflect government’s unwillingness to trust other partners
in development and the bureaucrats’ self-interest. In such cases there
may be good arguments for decentralizing functions to NGOs and
private businesses as a way to overcome poor bureaucratic perfor-
mance thus forcing the public sector to compete and to fulfil
participatory goals of development.

Capacity

In the ideal Weberian model, bureaucracy is an efficient instrument
of policy implementation. But in many developing couuntries the
practice of implementation has been disappointing {see Box 4.2).
The leading explanation for this state of affairs has been poor
administrative capacity.
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BOX 4.2 -
Project implementation and capacity

e The efficiency and effectiveness of government administrative and legal
procedures directly influenced the implementation of the institutional
strengthening components of many UNDP-funded urban development
projects. A project executed through the United Nations Capital Develop-
ment Fund (UNCDF) to provide low-cost housing in Conakry, Guinea,
could not be implemented as originally planned because of inefficient or
ineffective government procedures. Many of the other UNCDF-anisted
prajects were delayed by the long and complex processes of obtaining
supplies.

¢ The slowness with which government agencies cleared operational plans in
Nigeria delayed implementation of the waste disposal and drainage project in
Ibadan, as did the lack of an effective organizational arrangement for
carrying out the health education component of the project. Progress on the
regional cities development project in Thailand was also slowed significantly
by time-consuming committee and sub-committes procedures. The financial
planning component of the Eastern Seaboard development programme in
Thailand was affected by the delays in completing funding negotiations,
signing of contracts and implementation,

¢ In Liberia, legal procedures for acquiring land seriously delayed
implerentation of the low-cost housing construction components of the
UNDP-UNCHS assistance to the National Housing Authority. Complicated
processes of land acquisition resulted in a delay of nearly twe years in the
housing program in Monrovia and in a decision not to acquire land in
Matadi for housing.

® The impact of many UNDP urban developments was weakened by the Jack
of qualified counterpart stafl in project organizations. The project in Liberia
tc upgrade the capability of the National Housing Authority was also
undermined by a shortage of trained and motivated technicians and by alack
of candidates 1o participate in project-supported fellowships, Changes in
counterpart personnel, and government limitations on recruitment of staff,
impeded the ability of the technical expert to train and develop the’
capabilities of Thai personnel in the financial-planning aspect of the Eastern
Seaboard development programme. Evaluations of the project also point out
that on-the-job training was drastically limited both by the failure to design
the projects to build institutional capacity, and by the failure of the
government to provide sufficient counterpart stafl to learn from the
international experts provided by UNDP.,

Source:  Rondinelli, D. A. (1992) ‘UNDP Assistance for Urban Development: An
Assessment of Institution-building Efforts in Developing Counries’, International
Review of Administrative Sciences, vol. 58(4), pp. 519-37.
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Administrative capacity is a broad concept which refers to the
managerial abilities of organizations — whether they are equipped to
do what they are supposed to do:

Capacity in government is the process of -identifying and
developing the management skills necessary to address policy
problems; attracting, absorbing and managing financial, human
and information resources; and operating programs effectively,
including evaluating program outcomes to guide future activitias.
. (Umek, 1992, p. 58)

There are frequent reports of inadequate management skills and
qualifications. A 1984 survey in Papua New Guinea estimated that 40
per cent of public servants lacked the appropriate qualifications for
their positions (Turner, 1991). Regular suspensions of provincial
governments for financial irregularities in the same country may be
less to do with corruption than with a shortage of the whole range of
accounting and financial management skills. In assessing pro-
grammes for providing services to the urban poor, Cheema (1986,
P- 12) has noted that in some Third World cities the availability of
professionals for such public service work has not kept pace with
demand. In rapidly expanding economies such as Thailand there
may be acute shortages in some professional areas of the public
service (for example, engineering, computer systems management)
as the privaie sector provides superior terms and conditions of
employment to the holders of such skills.

But skill shortage may not simply be a matter of supply fajling to
keep pace with demand. In Latin America, attempts to introduce
merit reforms into the personnel practices of public services over three
decades have met with considerable difficulties (Ruffing-Hilliard,
1991). Political responsiveness has often been maintained against
professional competence and a spoils system has frequently been able
to hold out against a merit system despite administrative reforms.
Qualified personnel may exist but this does not necessartly mean that
they will be the ones employed.

The human resource profile is only one aspect of capacity. The
nature of administrative structures and procedures provides another
focus. The concern has often been with the dysfunctions of develop-
ment bureaucracies. Criticism has targeted red-tape, poor commu-
nication, centralization of decision-making, delays in operation, and
distance of public servants from their clients. It i argued that the
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bureaucratic structures generate dysfunctions which adversely affect
efficiency and effectiveness. Far from being responsive organizations
which react flexibly to the turbulent énvironments in which they are
set, bureaucracies, in this conceptualization, are seen to be rigid and
suffering from a bad case of goal displacement. The operating goals of
these organizations are about system maintenance not developmental
outcomes. Thus, Umeh {1992) found that in Southern Africa the least
reported management skills were ‘adaptation’ and ‘community rela-
tions’. Such shortcomings mean that bureaucracies are not well
equipped to implement change. In fact, they display a close affinity
to the regulatory orientation of th'éir‘ colonial forebears — and they
may not even be efficient at that. )

So far we have looked at administrative capacity from an intra-
organizational perspective. But inter-organizational links are also
important:

A local project staff is related to regional coordinating bodies, a
national planning bureau to international donor agencies, a
private voluntary agency in a donor country to its funding
ministry and its counterpart organizations in the Third World.
(Van Ufford, 1988, p. 13)

A vital management skill for development concerns shaping the
relationships between organizations. Any bureaucracy’s environment
is increasingly populated with other organizations. Agreements need
to be forged with such organizations, coordination arranged, re-
sources distributed, action jointly planned and, more recently, per-
formance jointly assessed. Such activities have frequently been
neglected by bureaucracies which are intent on maintaining their
traditional areas of functional responsibility rather than sharing an
orientation to outcomes and efficient patterns of resource utilization,
The neglect can lead to the obvious gap which so often emerges
between policy intention and implementation outcome.

Culture

The administrative capacity frame tends to portray development
bureaucracies in terms of ‘instrument.} rationality’. They are tools
which can be designed to perform particular tasks but which cur-
rently have some components missing. In some hands a rather narrow
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view is taken in which the effects of the ervironment on the org-
anization is underestimated or ignored. But for those writers who
focus on culture the reverse is true. They look at the way in which a
nation’s culture (that is, ner-bureancratic elements from the envir-
onment) penetrates the ‘rational instrumentalities’ to create deviant
bureaucratic patterns.

Explanatiens of bureaucratic behaviour in terms of culture date
back to the seminal work of Fred Riggs (for example, 1964 and 1966)
while Hyden (1983), writing on Africa, has been a particularly
influential recent exponent. He has identified an ‘economy of affec-
tion’ penetrating state organizations, He is referring to such particu-
laristic relations as kinship, tribe, ethnicity and religion. Officials’
commitment to these non-bureaucratic ties can override the ‘rational’
features of the imported bureaucratic structure. The economy of
affection finds expression in favouritism, the importance of personal
ties of patronage within bureaucracy, promotion based on who you
are and not qualifications or experience, resource allocation to one’s
own group or region, and the appropriation of public resources for
private purposes. Such behaviour takes place in the context of the soft
state (Myrdal, 1968) or the weak state {Migdal, 1988) where state
and society are engaged in conflict over who will make and impose
the rules which actually govern the routines of everyday life — and
strong socicties often win over weak states.

Culture is generally portrayed as a problem of management
although such an approach has been strongly criticized as a ‘form
of ethnic stereotyping that moves blame for failure off the shoulders of
donors and reformers and onto the backs of Third World people’
(Honadle and Rosengard, 1983, p. 5). The ‘culture as problem’ view
sometimes carries an echo from scientific management with the
implicit assumption of a universal technical rationality which char-
acterizes the efficient and effective organization. Tn practice there
may be multiple rationalities which differ between nations. For
example, Bjur and Zomorrodian (1986) advocate a ‘context-based’
approach to administration in which cultural values influence the
success or failure of administrative techniques. An example of the
ways in which cultural values can affect administrative practice is
given in Box 4.3. There can be no doubt that the bureaucracies of
East Asia, particularly Japan, are heavily influenced by endogenous
cultural factors. In terms of development performance, such factors
must be interpreted as strengths rather than as problems.
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BOX 4.3

Cultural values and administration

An exemplar religious—institutional cultural
valus set

No dichotomization of church
and state, Church and state are
one.

superiority admitted only in terms
of the religious piety or virtue
possessed.

An exemplar secular-snstrumental culturad
value set

L.

Church and state constitutionally
separated,

2. Market is one social enclave 2. Market values and institutions
among others; mosque dominates dominate most political and erga-
political and social value arenas. nizational value arenas,

3. Family-clan the dominant orga- 3. Commercial firm the dominant
nizational model, organizational model,

4. Goalymeans compatibility; how 4. Pragmatism; results-oriented;
one pursues goals as important a8 . means utilized much lesy impor-
the goals themselves, No devia- tant than achieving ends. Means-
tion permitted. * rewarded if economic benefit ac-

: crues, '

5. Total subordination of instrumen- 3. Values of efficiency, effectiveness,
tal values to religions values. equality of opportunity utilized in
Direct implications for meanings evaluation of nearly all institu-
of concepts like efficiency, effec. tions, publi¢ and private.
tiveness, rate of return, cic. .

6. Emphasis on personal fulfitment 6. Marerial goals dominate the in-
in a spiritual or otherworldly dividual's search for meaningful
sense a4 the main goal rather than achievement.
matenal achievement. .

7. Any comparative individual 7. Individual achievements mea-

sured in wealth, education, mate-
rial accomplishments — almost
never in personal piety.

Source:  Bjur, W.E. and Zomorrodian, A, (1986) ‘Towards Indigenous Theories
of Administration: An International Perspective’, International Review of

Administrative Sciemces, vol, 52(4), p. 4086,

Power, politics and anthority

There has been a tendency to view bureaucracies as technical
instruments of administration. In such a model, inefficiency and
ineffectiveness are recognized but arve ascribed to rational capacity
problems such as lack of skilled human resources or to the existence of
irrational elements grouped under the residual category of culture.
But such a picture is incomplete. We believe that a useful addition is

v
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to perceive bureaucracies in a political context ~ as political systems
in which coalitions form to pursue particular policy options and
where there are relations to wider political structures within society.

Anybody who works in a bureaucracy must be acutely aware that
personnel in their organization are engaged in multiple political
interactions. Some are highly visible such as lobbying by one division
for a particular approach on a policy issue or for a Iarger share of
budget. There may be differences of opinion within a ministry and
major stakeholders will seek to form a dominant coalition to deter-
mine what the official ministry line might be. Some expressions of
power are less visible. For example, experts within a ministry may
recommend particular policy options and exclude others, thus deter- -
mining what is considered by politicians and what is not. This
manipulation of what actually comes onto the decision-making
agenda has been described as non-decision-making, an apparent
non-action which in fact may be just as effective as overt bargaining.

But the critical political concern is the interaction of political
leadership and the public service. This is of great importance in
developing countries where regimes and governments often change
more rapidly than in OECD countries and are always more con-
cerned with demonstrating legitimacy or simply maintaining a hold
on office. Ledivina Carifio (1991a and 1992) has facilitated our
understanding of this matter by constructing a matrix of possible
regime-bureaucracy interactions (see Box 4.4).

In cell 1 we have ‘the legally expected interaction of a political
leadership and bureaucracy in a democracy’, whereby the political
regime maintains control over what a bureaucracy does. But such
dominance is not specific to democratic regimes. In the Philippines,
bureaucratic subordination has been maintained through all post-
independence regimes whatever the degree of democracy or author-
itarianism of the regime,

Cell 2 delineates a ‘bureaucracy-dominated democracy’ where the
bureaucracy is ideally participatory and non-hierarchical, dealing
directly with public interest groups representing racial, gender and
class minorities. But, in practice, such coprimacy may be used by
bureaucracies to further their own interests. Carifio cites examples
from Latin America and South Asia to demonstrate how bureau-
cracies only permit reforms or implement them when the reforms are
seen to be in the interests of the bureaucrats.

Cell 3 depicts bureaucratic subordination under an authoritarian
leadership. Such concentration of power may be evident in some of



Bureaucracy 95

BOX 4.4
Regime-bureaucracy interactions

Power Distrivution Power Distyibution
in Sociely in Government
Executive aseendant Executive sublated
1 2
: Democratic political Burcaucracy dominates
Democracy - regime controls derfmcrau'c political
bureaucracy regirne
3 4
Bureaucratic Authoritarian political
Authoritarianism subordination to regime shares power
authoritarian political with burcaucracy
regime

Source:  Modified from Carifio, L. V. (1'992) Bureaveragy for Democracy (Quezon
City: University of the Philippines Press).

the highly peérsonalized regimes in Africa. The ‘prophetic’ Julius
Nyerere in Tanzania, the ‘princely’ Kenneth Kaunda in Zambia,
and the ‘autocratic’ Hastings Banda in Malawi are contrasting
examples (Jackson and Rosberg, 1986; Gulhati, 1950) Other cases
for Gell 3 occur where strongmen such as Park Chung Hee in South
Korea or Ferdinand Marcos with his martial law in the Philippines
succeed in subordinating the public service on the grounds of its
inefficiency and corruption to the instructions of the political leader.

The final cell ¢ is especially common in military regimes which
secure the willing participation of the bureaucracy in government.
The technocrats approve of such arrangements as they allow them to
get on with development (usually top-down) without the encum-
brance of interfering politicians and other democratic forces. For
example, the 1932 coup in Thailand against the absolute monarchy
was exccuted in a context of 1nass ¢ivil service lay-offs and has led
Wongtrangan (1988, pp. 49-50) to describe it as ‘a revolution of the
bureaucrats, by the bureaucrats, and for the bureaucrats’. Thus, Fred
Riggs was able to characterize Thailand 25 a ‘bureaucratc polity’, a
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classification which stil] has currency despite the 1992 uprising.
Pakistan provides another post-war example of bureaucratic copri-
macy. Military regimes have relied heavily on bureaucratic coopera-
tion to rule and have rarely invoked policies with which bureaucrats
disagree or which go against burcaucratic interests.

Carifio stresses that there are tensions and struggles in the regime-
bureaucracy nexus. Regimes try to dominate bureaucracies. Bureay-
cracies fight back. Sometimes bureaucracies persist largely un-
changed through differing political regimes while in other cases
new political leadership may obtain bureaucratic commitment to
change especially if other civil institutions and social forces are
involved in such a movement. This is the arena of ‘public action’.

Bureaucratic bias

Developrent bureaucracies are biased against the rural poor argues
Robert Chambers (1983). This huge group which are most in need of
development receive the attention of ‘rural development tourists’
from government ministries, aid agencies, academic researchers, civic
delegations and other urban-based groups with an interest or stake in
rural development. Chambers has identified six manifestations of bias -
against the rural poor by the ‘rural development tourists’ (see Box
4.5},

Chambers (1992) has continued his bureaucratic critique in the
notion of ‘the self-deceiving state’. He uses India to illustrate his thesis
and, while giving the bureaucracy some credit for developmental
initiatives, still maintains that developmental progress for the poor is
held back by a combination of culture, conservatism and corruption
in bureaucracy. He claims that the state misrepresents the reality of
what is actually happening in rural areas and because of such selfs
deception continues to apply inappropriate models of rural develop-
ment. The ‘false positive feedback’ which fuels the self-deception
occurs through misreporting especiaily in the exaggeration of govern-
ment performance; selected perception using unrepresentative sources
of information; methods such as the questionnaire survey which
mislead; diplomatic prudence by the researchers, monitors and
evaluators; and evidence is simply ignored.

The important constructive task, rays Chambers, is to get the
develop.nent professionals and administrators in closer touch with
reality. We will explore this matter further in Chapters 5 and 6.
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BOX 45
Rural poverty uncbserved: the six binses

& Spatial binses
A preference for tarmac roads and travel close to urban centres where the
more favoured rural population live. Even in villages the poorer people may
be hidden from the main streets.

& Project bias
Visitors are directed to sce projects which are ‘atypical istands of activity’.

®  Purson binses
These are the persons with whom the officials, visitors and researchers have
most contact and by doing so acquire impressions and information which is
biased against the poor. They include local élites rather than representatives
from the poorer social classes; men rather than women; the users of services
and the adopters of innovations rather than non-users and nen-adopters; and
those who are active such as fit and happy children rather than the sick or
inactive.

& Dry season bas
Many of the world's rural poor live in climatic regimes marked by distinct
wet and dry scasons. Rural visits by the urban-based are concentrated in the
dry season when sociozconomic conditions are relatively good rather than in
the wet season when yoads are difficult to negotiate and rural welfare is at its
worst.

o Diplomatic biases
Urban visitors are often deterred by combinations of politeness and timidity
from approaching, mecting and listening to and learning from the poorer
people. .

®  Profesrional biases
Professional specializations make it hard for visitors and practitioners to
understand the web of deprivation linkages which cause and constitute rural

poverty

Source:  Adapted from Robert Chambers (1983) Rural Development; Putting the
Last First (Longman: Burnt Mill).

Gender and bureaucracy

In 1981, the UN Assistant Secretary General stated that women
would not make a full contribution tc development ‘until there were
more women involved in the planning process, in the administration
at all levels, and in all sectors’ (Col, 1991, p. 711}). This would
increase women’s participation in decision-making in public bureau-
cracies leading to ‘increase in overall productivity, to increase public
sector responsiveness to women’s needs, and to provide opportunities
for women’s’advancement® (ibid.).
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Women often make up a significant and increasing proportion of
the staff of public sector bureaucracies, However, there are still major
impediments to women’s advancement in many public services. They
arc frequently concentrated in the lower bureaucratis ranks. For
example, in Indonesia women coustitute only 0.1 per cent of the top
‘echelon’ of the public service, while according to the official Islamic
autherities in Iran ‘a woman’s participation in social activities does
not necessitate her continuous and physical daily presence at the
office’ (BRIVAS, 1992, p. 73). It was in 1988 that Kenya appointed
its first woman permanent secretary, whilst in China, despite growing
female participation at high levels, there were still only 6 per cent of
cadres at the ministerial and director levels in 1990 who were women
(Peiqing, 1992).

The obstacles, and also opportunities, women face in advancing
themselves in public administration can be seen in Box 4.6. The
diagram should be perceived as ‘a potentially restrictive pipeline’. In
order to &nter and then progress through the pipeline women must
negotiate the restrictions whose dimensions will vary quite widely
between countries. For example, in the Philippines women have
made remarkable advances in public bureaucracies (Domingo-Ta-
pales, 1992). Women dominate the ‘professional{technical level’ (59
per cent) although the incorporation of the female-dominated teach-
ing profession into this category should be acknowledged. However,
women also constitute 29 per cent of top-level pests, a figure which
exceeds most OECD countries. But women from ‘élite’ families are
over-represented in this group thus suggesting that there are still
restrictions in the pipeline for women from other social classes,

But even if women do gain increasing representation in public
bureaucracies does this necessarily mean that women’s issues and
perspectives are awarded greater prominence? Even in the Philip-
pines, Domingo-Tapales (1992, p. 5) notes that the female bureau-
crats do not have feminist orientations and ‘do not look at public
policy in terms of both class and gender’. This gives some support to
Goetz’s argument that:

public administration is in itself a gendered and gendering process,
such that the outcomes, internal organization and culture reflect
and promote the interests of men. (Goetz, 1992, p. 6)
2
In this conceptualization, bureaucracy is not the Weberian domain of
rational value-free activity. Men have shaped bureaucracies — their
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BOX 4.6

Barriers and opportunities for women’s advancement
in the public service

B

PROMOTION
ObjsctveEvaluation  Effective Performance  Vistbliity tn Woilg Frofession Opp ites for Tratning
STRUCTURAL BEHAIOURAL
Vertical Job Segregation Aols ModeEag Nehworking
Hortrontat Job Segregation . Contacts
Balary Differsntisls - Tradning
Caresrs: Ladds = Bucceas Seeking
Promotiensl Rules : Rlsk Taking
Distribution of Positions : o Frasbliy
Coresr Plannlng . - SH Foshiive Atthude Toward Power
Hanagsment By Objactives Team-Buliding Siitls
Actational Assignmants Abzance of Stereatyping
Non-Distriminaion Laws i T
Women Clustered In Lower Ranks
ENTRY POSITIONS
Employers Belleve Empinyers Provide Employers Bolisve
Women Can Got Aleng Maternlty Lanve Woman Canh Do
With Men the Job

Creates Labor Pool of Qualified Women

EDUCATION AND TRAINING
Parenal Decition Avaliabiity o Girts Dacislon to
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structures, cultures, authority relations, management styles and divi-
sions of labour - so that they represent the interests of men,

For example, Goetz’s (1992) study of state bureaucracies and
NGOs engaged in development administration in'Bangladesh found
organizational structures which restricted women stalf to women’s
programmes, thus ghettoizing the latter. Opportunities for manage-
ment roles were limited by ‘gender-typed’ training. Such institutional
patterns found legitimation in Banglédts_ s ‘purdah culture’ which
prescribes rural development as a man’s Jjob. It requires mobility,
close involvement with strangers, and commitments beyond office
hours, all of which are features of ‘male prerogative’ and ‘female
forfeiture’.

Such an analysis points to political action as the way to promote
more equitable gender relations. Women’s empowerment is neces-
sary. But the nature of such empowerment is not a matter for external
agents to decide. Western experience may inform in many instances
but the environments, priorities and local rationalities of developing
countries mean that the programmes of women will vary according to
such contingencies.

Corruption

Corruption is found in all countries of the world from Australia to
Zambia. It is not a peculiar property of the Third World but it has
been a persistent feature of the political and administrative landscape
of developing countries for many years. Myrdal (1968) noted that it
was ‘rampant’ among lower level officials in colonial India, Harrison
(1981) has written of Nigeria that ‘corruption riddles every part of
the public edifice like a bad infestation of woodworm’, In 1981, the
head of the Indonesian Financial Audit Board stated publicly that no
department was clear of corruption while the country’s vice-president
spoke of corruption reaching ‘epidemic proportions’ {Robison, 1986,
P 393). And corruption can be a leading issue with the public. For
example, in the 1992 presidential elections in the Philippines, Miriam
Santiago almost won on a one-issue platform of anti-corruption
despite having far less resources for her campaign than her rivals,
But what is administrative corruption? Gould {1991, p, 467) has
defined it succinctly as ‘the institutionalized personal abuse of pubic
resources by civil servants’. Typical examples would include *kick-
backs’ on construction contracts; bribery to secure a favourakle
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decision on the granting of an import licence; ‘tips’ after a decision
has been made on the allocation of land; the use of public resources
such as labour, vehicles, travel and accommodation for personal
consumption; providing unqualified family, friends and co-ethnics
with public sector jobs; selling state property such’ as construction
materials or weapons and pocketing the income; payment of salaries
of ‘ghost’ staff inte one’s own bank account; or hiring a middleman to
‘grease’ appropriate personnel to speed up the issuance of a passport
(see Box 4.7). The details of what constitutes corruption vary between
regions and countries. What is seen as polite and culturally necessary
gift-giving in one place may be deemed as unfair attempts to win
favour in another. But culture itself can be manipulated and ‘'mobi-
lized by the corrupt to legitimate their corrupt practices; for example,
by labelling them as ‘traditional’.

Corruption has a number of effects. First, political legitimacy and
stability may be threatened. People may become morally outraged or
alienated by corrupt behaviour. Alternatively, there may be resent-
ment by those excluded from receiving the benefits of corruption. In

BOX 4.7
Evading the rules in Pakistan

There is an argument that corruption is efficient: that it is simply the market
asserting iwself in the face of government inefficiency. But a lot of corruption is
extremely inefficient — it prevents governments from cellecting taxes, allows
people not to pay for utilities, enables people to buy jobs and to pocket
government spending.

¥ went to see a businessman friend in his office to ask him what sort of payofls
he made. There was excise duty, he said, levied according to what and how much
he produced. He made a deal with the excise boys to declare half his production,
and gave them 2 third of the value of the tax he would have paid on the rest,
Then there was the old age benefit tax, which depended on the number of
employees in an industrial establishment of over ten people. Again, he would
agree with the taxman to understate the number of employees. There was 2
similar deal with social security tax. His cousin, he said, spent at least 20000
rupees a month in international telephone charges. By paying the telephone men
1000 rupees, he reduced his bill to 2000, For slectricity, there were three levels of
charges —residential, commercial and industrial. Residential was the cheapest, so
people paid the electricity man to register their business consumption as
residential.

Source:  Duncan, E. (1989) Breaking the Gurfew: A Political Journey through Pakistan
{London: Arrow} pp. 41-2.
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both cases political opposition may be mobilized to destabilize or
overthrow the regime. Secondly, there is a negative effect on pro-
ductivity as the public interest is subsumed by the individual bureau-
crat’s pursuit of private gain, Action is delayed until corruption
. greases the administrative machinery. Thirdly, inequity is likely to
increase as those who can afford corruption secure the desired out-
comes while the poor lose out. Fourthly, there is an opposing view
which believes that ‘if the prevailing system is bad, then corruption
may be good’. It cuts red tape, makes decision-making predictable,
substitutes for social welfare, gives motivation to underpaid workers
and enables out groups to buy into political power thus avoiding
violence. But such a view overlooks the millions of dollars diverted
from productive investment to Swiss banks and conspicuous con-
sumption.

The idea that corruption may be a rational substitute for the
market is also dubious as it fails to recognize that competition is
reduced to a “money talks bottom line’ (Gould, 1991, p. 471!} which
facilitates unqualified job-seckers, wasteful projects and policies
which may be against the public interest. Often, the corrupt are
monopoly suppliers and thus do not compete. Such resource utiliza-
tion does little to contribute to economic production or social welfare.

If the majority of analysts and the public believe that corruption
produces predominantly negative effects, then reforms to combat
corruption must incorporate a clear understanding of its causes.
These can be broadly classified as follows (Gould, 1991):

® The nature of the state The soft or weak states which we
encountered in the previous chapter are fertile grounds for
corruption as there is little accountability for official action.
Colonial traditions of non-participation by large sections of the
community may be maintained by postcolonial regimes. Such
conditions facilitate the appropriation of public office for personal
gain, Patrimonial and authoritarian regimes rely on patron-client
ties for survival. Rewards are passed down through these ties in
exchange for loyalty and subservience rather than for upholding
the public interest. Finally, the frequent expansion of the state,
especially if it is weak, into new areas of socioeconomic activity
through public enterprises provides a corresponding expansion of
opportunities for corruption.
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¢ Lowpay In many countries, especially in Aftica, public service
wages and salaries have remained low for many years while
inflation has often been high and currency devaluations regular.
Public officials thus use their positions for private gain for ‘sheer
survival’ or simply because everybody else does it (Ouma, 1991).

© Cultural factors In the context of weak states where primary
loyalties lic with social institutions such as kinship and ethnicity,
there may be pressure on officials to look after their own group’s
well-being above all else. Also, practices from traditional society
such as gift-giving may be carried through to the contemporary
context even though official norms stress impersonal values and
behaviours in line with the Weberian ideal-type bureaucracy.

®  Organizational factors Certain organizational features can provide
favourable conditions for corruption. For example, highly
centralized structures may remove decision-makers from the
public gaze thus ensuring little interference should they choose to
pursue private ends. Centralization can result in cumbersome
processes which are speeded up by clients’ payments. Corruption
becomes institutionalized with public officials resisting attempts to
decentralize and reform bureaucratic structures. The inaccessi-
bility of decision-makers and the lack of public understanding of
complex bureaucratic procedures also leads to the emergence of
middiemen. They derive income from facilitating transactions
between members of the public and bureaucrats and so form a
‘group with an unambiguous interest in spreading the belief that
corruption is pervasive’ (Oidenburg, 1987, p. 533).

o  [Lixternal influences  One way of looking at corruption is to argue
that corrupt officials exist because there are those who corrupt
them, and among the latter are foreign actors. Multinational
corporations have frequently been accused of bribery in order to
secure favourable decisions in host countries. Foreign govern-
ments may be accessories to corruption by supporting regimes
despite rampant corruption. There is evidence in Sri Lanka that
the ‘aid avalanche’ created by dorors in the late, 1970s fuelled
corruption in the public service and contributed to its
entrenchment (Hulme and Sanderatne, 1994). Foreign support
may be maintained to safeguard foreign economic interests, to
ensure that foreign military bases remain or to secure desired
votes in the UN. Measures for combating corruption wi'l be
discussed in the next chapter.
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Conclusion

Bureaucracy is ubiquitous in developing countries. It is important
and will remain so. We commenced our excursion into Third World
bureaucracy by examining the concept of bureaucracy and discover-
ing that there are several meanings for the term. We have mainly
employed the idea of bureaucracy as the public service, the most
common identification in developing countries. However, this has not
prevented us - nor should it stop you — from using other definitions
such as particular organizational features to assist in analysis, We
have also traced the evolution of developing country bureaucracies
and emphasized their important colonial heritage and variations
which exist between countries and regions. Contemporary bureau-
cratic structure and practice cannot be understood without knowl-
edge of history. This observation is also important for our discussion
of leading issues in development bureaucracies,

Our list of issues is far from exhaustive but the items discussed
appear to be those which assume importance in developing country
discourses and in the thinking of international ageneies concerned
with the development process. In presenting these issues we have
indicated that all is not well with the bureaucracies in developing
countries. They shouid be providing better performance for their
clients, especially the poor and powerless. Remedial actions are
required. These are the subject of the next chapter.



5

Administrative Reform:
The Continuing Search
for Performance
Improvement

Just as bureaucracies are ubiquitous in developing countries, so are
efforts to reform them. The reform agenda has varied through the
development decades but it has always been there. It used to be that
consultants and multilateral organizations nodded approval for the
creation of new agencies and the expansion of existing ones. They
talked of modernizing bureaucracies, recommended the construction
of training institutions and designed schemes for rapid localization. In
more recent times the leading themes have included privatizing state
institutions, reducing the size of bureaucracies, building management
capacity and promoting greater accountability. All are undertaken in
the name of performance improvement in the public sector,

Despite the Jongevity of administrative reform, its importance for
development was not fully acknowledged until the 1983:World Bank
World Development Report which focused on the management of devel-
opment. This official confirmation of the importance of management
in the public sector occurred at a time when the dominant economic
paradigm was stressing efficiency and the efficacy of the market.
Development failures and disappointments were now seen not simply
as the result of inappropriate policy choices but also because state
institutions were performing poorly. The public organizations that
had been encouraged to expand and multiply in earlier years were
now perceived as obstacles to development — and expensive ones at

135
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that. Public sector management required reinvigoration and redesign
as a vital component of strategies to ‘redimension the state’. Orga-
nizations needed to be efficient, effective and to provide value for
money. Administrative reform was therefore universally sanctioned as
the means to bring about the desired changes to the public sector, A
state was no longer credible (and might even be without creditl)
unless it had an ongoing programme of administrative reform.

In this chapter we will briefly examine the meaning of ‘adminis-
trative reform’. Then we will deal with the actual strategies which
have been employed in reform programmes. Because so many actions
are classified as administrative reform we cannot hope to cover all of
them in this short space. Also, the major reform issues of decentra-
lization, privatization, planning systems and government-NGO rela-
tions are dealt with in other chapters. Here we will concentrate on the
reform of bureaucracy paying special attention to restructuring,
human resource development, participation and accountability.

Defining administrative reform’

There are a range of definitions for administrative reform — not
surprising since so many diverse activities have been progressively
incorporated under this label. Some definitions emphasize the out-
comes of administrative reform by identifying it as the means ‘to
make the administrative system a more effective instrument for social
change, a better instrument to bring about political equality, social
Justice and economic growth’ (Samonte, 1970, p- 288) Other writers
focus on process. Khan (19813, for example, sees reform in terms of
changing established bureaucratic practices, behaviours and struc-
tures. Authors such as Quah (1976) and Jreisat (1988) incorporate
both views by linking the processual changes to the production of a
more effective and efficient bureaucracy.

Despite the differences there are some common elements in the
various definitions. Fiwst, administrative refogm is about deliberate
pianned change to public bureaucracies. Second, it is synonymous
with innovation. Thifd, improvements in public service efficiency and
effectiveness are the intended outcomes of the reform process. Egurth,
the urgency of reform is justified by the need to cope with the
uncertainties and rapid changes taking place in the organizational
environment (de Guzman and Reforma, 1992),
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On some issues there is disagreement or ambivalence. Adminis-
trative reform may sometimes be targeted at particular institutions
but equally it may be dealing in system-wide innovations. It also
overlaps with concepts such as ‘administrative evolntion’ and ‘ad-
ministrative change’ and may even be inseparable from them. Many
writers currently favour the term ‘public sector reform’ as it appears
to be more encompassing and is less associated with carlier admin-
istrative reform failures. But the content of public sector reform
definitions and practice reveal little or no difference from those
delineating administrative reform.

Many definitions lack an appreciation of the politics of reform thus
making it diflicult to comprchend- why reform programmes are
introduced, what measures they incorporate and why they may
succeed or fail. Too many operational definitions contain an excess
of instrumentai rationality. This presumes that the reformers have
accurate knowledge of cause and effect and can calculate precisely the
results of the actions that they take. It reduces administrative reform
to a technical problem, like fixing a machine, and omits the political
interactions of stakcholders which actually deiermine the course of
events. Caiden (1969, p. 8) is the most quoted of thase who move
beyond the technical emphasis of the above definitions by stressing
the important political aspects of administrative reform. He char-
acterizes it as “an artificial inducement of administrative trarisforma-
tion against resistance’.

Administrative reform strategies

Restructuring

Many of the strategies and techniques that comprise administrative
reform can be classified as restructuring. Eliminating red tape,
downsizing, decentralizing authority and improving organizational
responsiveness to clients are a few of these restructuring devices.
Drawing from organization theory, the rationale of restructuring is
that the structure of organizations can be designed to improve
organizational effectiveness and efficiency.

Structure is not simply boxes and lines arranged in a hierarchy on
an official organization chart. It is ‘the sum total of the ways in which
the organisation divides its labour into distinct tasks and then
achieves coordination among them’ (Mintzberg, 1979, p. 2). The
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components of structure are complexity, formalization, and centrali-
zation. Complexity refers to the degree of differentiation in an
organization. This is expressed in specialization in the division of
labour; the grouping of activities into departments, divisions and
sections; the number of levels in the organization; the number of
positions controlled by a supervisor; and the geographical dispersion
of work activities.

Formalization is ‘the degree to which Jjobs in the organization are
standardized’ (Robbins and Barnwell, 1894, p. 57). For example, a
highly formalized clerical job would have specific rules and proce-
dures which would determine precisely what to do, how to do it and
when to do it. A job low in formalization, such as for some university
lecturers, would give the incumbent considerable discretion in the
performance of work,

Centralization concerns the degree to which decision-making is
concentrated. High centralization would entail top management
making all the decisions. When decision-making is dispersed through
the organization, decentralization has occurred.,

There are an infinite number of ways in which these structural
dimensions can be put together in organizations. But while all public
bureaucracies are different, there are also similarities. This leads to
the observation that there are in fact only a few basic types of
structural configuration but that each has considerable potential for
variation in detail. For example, Hage and Finsterbusch (1987)
identify four basic organizational models (and later add two more)
in their work on improving bureaucratic performance in developing
- countries (see Table 5.1). They adopt a contingency perspective
which argues that different organizational structures are required
for different organizational contexts. For example, if a large volume
of a standardized product or service is required then the high
formalization and centralization of the mechanical bureaucratic
model js the most efficient and effective organizational form. If]
however, there is a need for flexibility, innovation and responsiveness,
then the organic professional model will be appropriate. In many
cases, a hybrid using structural elements from different models will be
necessary to cope with multiple tasks and variations in relations with
the environment, and the inherent uncertainty of that environment.

A few examples will assist in understanding these structural
principles in practice. Agricultural extension aims to provide assis~
tance to large numbers of small fa, mers so that they can modify their
agricultural practices to achieve higher outputs and higher incomes,
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TABLE 5.1

Four basic organization structures

Structare

Appropriateness

Mechanical-bureaueratic

Small varicty of specialists
Generalists a3 administrators
Highly centralized

Authority based on position
Fixed leacer

Highly stratified

Clear roles and responsibilities
High formalization

Organic—professional

Large varicty of specialists
Professionals as administrators
Highly decentralized

Authority often based on skill
Shifting leadership

Highly egalitarian

Low formalization

Nondefined roles and responsibilities

Traditional-craft

Craft and semiprofessional skills
Centralized but job autonomy
Often dominated by founder
Small administrative component
Low formalization

Small size

Mixed Mechanical-orpanic

Engineers and specialists
Professional field agents

Centralized and decentralized

Large size

Some components mechanically
structured and some organically
structured ' '

Sophisticated technology

Capital intensive

Domination by committees

Large demand for services
Standardized services
Economies of scale
Simple technologies

© Small demand
" Non standardized services

No economies of scale

Complex technologies

High quality

Adaptable to changing conditions

Moderate local demand
Partially standardized services
No economies of scale

Simple technologies

Easy to start up

Adapted to local needs

Moderate to large demand

Multiple products from same
technology

Economies of scale

Complex technologies

Diversification as strategy

Productive and adaptable
High start-up costs
Possible value conflicts

Source:  Adapted from Hage, J. and Finsterbusch, K. (1987) Organizational Change

as a Development Strategy: Models and Tactics

{Boulder: Lynne Rienner).

Jor Improving Third World Organizations
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The problem for developing countries has been how to organize such
extension activities to achieve the desired objectives. In India during
the 1970s, the government adopted the ‘training and visit’ system
(T&V) in an effort to increase food production. This model demon-
strates mechanical bureaucratic features with simple routinized tech-
nology for delivering information to farmers using a rigid schedule of
activities (sce Table 5.1).

The T&V system was regarded as a successful example of organi-
zational restructuring (Hage and Finsterbusch, 1987; Israel, 1987)
and was exported under the auspices of the World Bank to other
countries. But there have been subsequent critiques which question
whether such a mechanical model is appropriate for many agricul-
tural systems in developing countries. The T&V approach has
certainly not worked everywhere and may have produced far less
spectacular results than its adherents have claimed (Hulme, 1992).

BOX 5.1
The training and visit system

L A single line of command ~ all village extension workers (EW3s) are brought
under 2 unified extension service within a structure that permits supervision
at all levels but ensures that each “span of control’ is manageable.

2. Precise task definition - the EWs® time should be devoted purely to agricultural
extension. They should not be involved in other agricaltural functions (e.g-
credit, inputs, marketing, regulation) nor jn activities for other sectors {e.g.
electoral duties, censuses).

3. Systematic EW training and farmer visits ~ EWs must follow a fixed programme
of field visits which is overseen by supervisors who have an equally rigid
schedule. Frequent one-day training sessions ensure that EWs know the three
or four most important agricultural recommendations for the next one or two
weeks.

4." Concentration of ¢fforts ~ EWs concentrate on only one or two of their region’s
most important crops, and for these only on a small number of high-return
practices. To belster morale and EW status, an initial ‘immediate succeas’ js
pursued by the extension organisation.

3. Manageable workloads — as EW areas include large numbers of farmers, they
must focus their efforts on a limited number of selected contact farmers, each
of whom passes recommendations on to approximately ten follower farmers.

6. Impreved extension-research linkages — ihe extension service must forge close finks
with research organisations which can generate future recommendations and
receive ‘feedback” from EWs about ‘the real problems farmers face’, Subject
matter specialists (SMSs) within the extension service and joint ‘research znd
extension committees’ can assist with these linkages.

Source:  Abstracted from Benor, D. and Harrison, J.Q, (Y977) Agricultural
Extension: The Training and Visit System (Washington D.C.: World Bank).




Administrative Reform 111

For example, greater flexibility is essential to cope with different
environments. T&V needed to pay more attention to inter-organiza-
tional linkages. The machine bureaucracy tends to deliver and not
listen and learn, while the costs of T&V interventions may be
unsustainable for many countries. .
In many instances the reform agenda has attempted to address the
rigidities and dysfunctions associated with mechanical structures,
These actions are sometimes classified as debureaucratization, In
- .the 1980s, the Indonesian reputation for red tape, slowness in
¢ decision-making and corruption was perceived to be discouraging
. investment and economic growth. For example, a person wanting to
- establish a fabric factory would start secking permissions and permits
at the sub-district level where the factory was to be located. The
. entrepreneur would then go to the district office, to the municipality
of county office, to the office of the governor, and finally to the
Department of Industry at the central government level {Pamudii,
1992). In each office the application would need to be seen by at least
five desks before the required recommendation was given. This
tortuous procedure was streamlined so that applications could be
sent directly to the office of the governor which provides the lower-
level offices with copies. While this has reduced local government
income, it has speeded up the application and approval procedure,
reduced chances for corruption, and encouraged business activities.
Task forces are a favoured organic structural device for promoting
reform. They tend to be loosely structured organizational devices
with low formalization and high communication between the specia-
lized members. This gives them the structural flexibility for rapid and
appropriate response taking maximum advantage from the mix of
professional skills. Despite their own ‘adhocratic’ form, task forces
may not recommend such adhocratic structures for the better future
performance of the organizations being reformed. In Guyana, stari-
ing in 1979, management improvement teams {MITs) were created
and trained for work in the Ministry of Agriculture and the electrical
utility (Hage and Finsterbusch, 1987). These teams focused on
problem-solving and were temporary features of the structure. The
MIT in the electrical utility was successful. Recommendations and
new practices in the structure of this organization often had a
mechanical bureaucratic nature which were relevant to the organiza-
tions role and internal configuration.
In Papua New Guinea until the 1980s, restructuring could be more
correctly described as reshuffling. Sections of departments were
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amputated and attached to other departments while top bureaucrats
were regularly shifted, sacked and reassigned. Following a World
Bank report on the nation’s public sector management in 1983, the
Project Management Unit (PMU) was established (Turner, 1991).
This small group of highly qualified Papua New Guineans and
expatriates commenced detailed diagnostic reviews of organizational
structures and other management issues. The initial work focused on
individual departments which were given advice on how to improve
management ~ but no quick-fix remedies were advocated., The PMU
also engaged in system-wide reforms by assisting in the formulation of
the Public Sersice (Management) Act 1984 which relegated the Public
Services Commission from a position of centralized power to a role as
peripheral advisory body.

The new Act continued the theme of decentralizing personnel
functions by allocating many day-to-day personnel functions to
departmental heads. However, the new ‘streamlined’ Department
of Persorinel Management (DPM) was in practice a renamed and
slightly reorganized Department of the PSC with the same staff, the
same equipment, ‘the same premises, and the same culture of hiexr-
archy and formalization. Given this, it is doubtful whether these
interventions have improved organizational performance. The per-
sistent weakness of monitoring and evaluation processes means that
information on performance is frequently lacking in Papua New
Guinea, and even where hard data have been available certain
stakeholders have chosen not to learn from these lessons (Hulme,
1989}.

The popular practice of restructuring embodies a pronounced faith
in instrumental rationality; that is, that the most efficient and
effective reform measures will be taken and that the outcomes are
calculable in advance. Experience reveals that a softer rationality is
more appropriate. Environmental changes or initial misinterpreta-
tion of the context in which reform must take place are frequent
occurrences and suggest that. revision of plans should be a normal
part of the reform process. The plans which guide administrative
reform should not be immutable blueprints but should accommodate
a learning process in which errors are admitted and modifications
become a normal part of organizational life. This, in itself, is a
characteristic of the organic mode of organizing.

The most frequent environmental misinterpretation is to under-
estimate or ignore the resistance to administrative restructuring. Such
political considerations are all too easily overlooked by analysis and
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planning which emphasize technical feasibility and formal structures.
Informal structures are important determinants of behaviour and
performance. Civil servants may feel .no urge to introduce a new
administrative system which is more efficient and effective. These
values may not be the top priorities of many public servants, A system
which focused on such values might even be viewed with suspicion. It
could be perceived as a threat to employment.

Patronage may result in ministries being staffed with people who
are ill-equipped for their work. Their positions and the patron’s
power could be threatened by reforms. Expatriate experts who are
recruited to work on organizational reform projects may lack sensi-
tivity to counterparts and generate resentment leading to project
failure. Organizations may have cultures which fit uneasily with
reforms. Resistance may simply be a lack of interest by bureaucratic
and political leaders whose activities focus on short-term crigis
management and high visibility projects which shore up legitimacy.
Administrative restructuring is long-term, unexciting and does not
win votes or political popularity polls.

Participation

A pervasive feature of public administration in the Third World is its
emphasis on management of the public. The public have little
influence over that management. Bureaucratic cultures and struc.
tures emphasize centralized top-down decision making, a relative
autonomy in determining who gets what services and an assumption
of technological superiority. Individuals, groups and organizations in
society have often had little or no input into deciding what services
they receive and little influence over their quality. Parallelling this
long-diagnosed problem have been continuous calls for participation
by the public in shaping the activities of public bureaucracies so that
they provide services that are both required and desired.
Experiments in participation have been around for a long time. In
the 1950s and 1960s there were great hopes that government-led
cooperatives and community development would restructure social
and economic interactions to raise the living standards of the poor
especially in rural areas. Both movements incorporated democratic
ideals and stressed the notion of participation by beneficiaries. But the
state organizations and officials responsible for these initiatives maost
often regarded group formation as a standardized bureaucratic
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product. They lacked commitment to such participatory measures as
bottom-up planning or designing programmes to meet felt needs.
Flexibility was generally abhsent. Many of the intended beneficiaries
believed that large ministries were imposing a bureaucratic version of
development on an unwilling but less powerful clientele. Thus, many
cooperatives and community development programmes failed to
meet the early developmental expectations of hoth government and
participants. This experience demonstrated that conventional bu-
reaucratic methods of group formation and mobilization were in-
appropriate among poor disadvantaged groups (Hulme and Tumer,
1990}.

But could large bureaucracies be reformed to include beneficiaries
in decision-making and the management of significant activities? A
‘learning process approach’ proposed by David Korten suggested
that it might be possible (Korten, 1980). This approach advocates
villagers and officials sharing knowledge and resources in designing
programmes which achieve a fit between the needs and capacities of
the beneficiaries and the officials. It is a contingency approach which
demands organizational flexibility in order to respond to the envir-
onment and an ability to learn from action. Participation is stressed
and redesign is a normal and expected activity.

Although Kerten's initial formulations provided little advice for
would-be implementors, other authors stepped in with practical
suggestions. Johnston and Clark (1982, p. i71), for example, pro-
vided a strong warning to those who regarded participation as ‘a free
good, desirable in unlimited quantities’. Participation has a large cost
for the poor and they will ‘invest their participation when they
believe it will secure them valuable benefits not otherwise available
at comparable, cost, time and risk’ (ibid., p. 172). This and other
lessons were learned by the reformers of the National Irrigation
Administration (NIA) in the Philippines. This large government
ofganization saw itself as a constructor of physical facilities when,
in 1974, it was ordered to provide support for communal irrigation
systems. In order to implement this presidential directive, staff at the
NIA gradually developed a participatory approach to the manage-
ment of communal irrigation systems. This required a change in
organizational culture with NIA stafl adopting a more interactive
style in their relations with farmers. Evaluation shifted to indicators
which reflected farmer needs and actions. Also, partial funding of
provincial NIA offices by farmers’ equity and amortization payments
meant that budget level became dependent on client satisfactdon.
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This financial incentive provides additional encouragement for con-
sultation with farmers (Korten and Siy, 1988).

The NIA example shows that large government organizations can
be redesigned to be less top-down and bureaucratic, and that they
can successfully embrace participatory modes, However, in the
majority of instances this does not happen. Chambers (1983 and
1993, p. 3) blames this on ‘normal professionalism’ which refers to
‘the thinking, values, methods and behaviour found in a profession or
discipline.” It represents the knowledge, attitudes and interests of
those who are not poor and disadvantaged. According to Chambers,
it is urban, industrial, high technology, male, oriented to quantifica-
tion and of primary benefit to the rich, It is prevalent among those
who determine the course of development: professionals in multi-
lateral development agencies, consultants, government officials and
academics, It is quite obviously anti-participatory as it relegates all
characteristics, values and practices of the rural poor to an inferior
status. ‘

Chambers maintains that such biases can and should be overcome
by adopting the new professionalism which reverses power relations
by putting the last (the rural poor) first. Poor people define devel-.
opment and classify their own needs and wants, Research priorities
are identified by the poor who join with the professionals in experi-
ments and knowledge-building in field conditions. Evaluation is by
the clients, not the peers. In this process, the professionals cease being
experts and become learners. This is somewhat idealized and it is the
remotest of possibilities that all development bureaucracies will adopt
the new professionalism. However, if we treat Chambers’ new
professionalism as an ideal type then state organizations can be
encouraged or cajoled into moving towards such new behaviours.

There are, however, dangers for the new professionalism. In Papua
New Guinea, the adoption of a bottom-up planning process, the
Resource Management System, resulted in the generation of 2 multi-
tude of expressed needs, wants and demands for projects. The state
does not have the capacity to respond to such demands, and so risks
alienation and anger among the rural population.

So far, we have looked at participation in terms of the relationship
between bureaucracies and their clientele. But, greater participation
could also be a reform strategy inside government organizations. The
problem is that it runs against the grain of the strict hierarchical
principles of mechanistic organizations and against directive leader-
ship styles. The advantage of incorporating the organization’s mem-
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bers into decision-making about reform is that individuals are less
likely to oppose a plan in which they have participated. Even if they
do not engage in such participation but are kept informed, they may
be more amenable to reform and less likely to offer resistance. In
Jamaica, ignorance of a major administrative reform programine was
widespread below senior management (Kitchen, 1989). Reform was
thus viewed with suspicion, and associated with Jjob loss in some
minds. There was a regular information bulletin but it was obviously
an ineffective communication tool and more creative solutions to
winning popular support were necessary,

Administrative reforms may aim to provide greater scope for
continuing participation in significant decision-making by organiza-
tional members. This can also be described under the heading of
decentralization which we encountered in the section on restructur-
ing. The claimed advantages of such participation include a lesser
need for coordination and control, a more effective utilization of
human resources and a greater commitment to organizational objec-
tives.

Human resource issues

An organization’s most valuable resources are its staff. They perform
the tasks, coordinats them, organize the inputs and produce the
outputs. Without them there would be no organization. It is not
surprising, therefore, that attention to matters of human resource
development (HRD) and human resource management (HRM) are
of great concern to reformers aiming for greater efficiency and
effectiveness in state bureaucracies.

The term HRD is open to different definitions. In the broad sense it
applies to investments and outcomes in education, health and
population across entire societies. In the narrower sense that we will
employ it, HRD refers to the organizational activities directed to
improving the skills and capacities of its workforce. Human resource
management (HRM) focuses on selection, recruitment, appraisal,
reward and career development within an organization. HRD and
HRM are the principal means used to promote increases and
improvements in organizational capacity — a highly favoured and
oft-repeated objeciive of administrative reform. Improving human
resources is practised in a variety of ways. For example, a conference
oi heads of the public service in the South Pacific in 1992 jdentified

the following HR initiatives in their countries:
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Increasing emphasis on training and the development of
interpersonal skills;

Providing career advice and mentoring;

Encouragement of mobility and broadening experience;
Introducing participative managemient styles;

Providing performance feedback;

Introducing human resource planning systems;

Human resource development planning;

Devolution of personnel management functions and powers

(EDI and ISAS, 1992)

* % 3 90 0 0

We cannot hope to cover all human resource issues here. Therefore,
we will concentrate on two particularly important areas of interven-
tion — management training (usually central to HRD) and remu-
neration (central to HRM),

Since the dawn of administrative reform, training has been the
major HRD strategy. It has come in many shapes and forms - long
courses, short courses, specialized courses, one-day workshops, over-
seas training, bachelor degrees, masters degrees, in universities, in
public sector training institutes, overseas, on-the job, and in the field.
It can range from teaching keyboarding skills and how to process
simple forms to management skills for senjor executives. Hundreds of
millions of dollars have been poured into such training and the flow
continues unabated especially as it is a favoured activity of multi-
lateral and bilateral donors. It has even been suggested that a widely
spread ideology — ‘trainingism’ ~ sustains the belief in training as the
way to remedy inadequate organizational capacity (Schaffer, 1974;
Turner, 1989). :

Paradoxically there has been considerable criticism of the training
that has taken place. Many have asked why public sector manage-
ment has improved so litile in many countries despite the manage-
ment training of the past few decades (for example Reilly, 1987; Kubr
and Wallace, 1983). A possible political reason is that training is a
safe response to big problems as varied as poor bureaucratic perfor-
mance and the political legitimacy of the incumbent regime. Training
is a technical, non-threatening and widely popular answer to these
political problems. All stakeholders will embrace training and extol
its virtues whereas many may offer resistance to restructuring or more
participatory modes of management. Training may fulfil latent
functions such as forestalling other changes to the public service,
providing career opportunities in training, permitting overseas visits
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and meeting the disbursement targets of aid agencies. In such a
context there may be little attention paid to the outcomes of training.
Evaluation may be overlooked or found impossible to undertake
because of non-evaluable goals which studiously avoid specific tar-
gets. Staff development and training sections of government organi-
zations are frequently weak politically, understaffed, and perceived to
be at the margins of the organization. They may therefore lack the
clout to promote stricter evaluation regimes, the motivation to do 50
and the expertise to carry out such activities. Evaluation of training
is, however, a vital activity and, in the future, one which should be
awarded more importance and into which more critical and creative
energies should be directed (Action Aid, 1950},

- There is an increasing recognition that other aspects of training
require attention. Woodrow Wilson once declared that public admin-
istration was a foreign science and that it needed Americanizing to
make it of benefi¢ to Americans. The irony of this statement is that
there has been an alleged ‘over-Americanization’ of public adminis-
tration education in Asia and that this has not been of benefit to the
region’s inhabitants (Carifio, 1991b). The content and assumptions of
the alien import often fail to fit with the realities and needs of Asian
environments. Carifio does not argue that there should be a complete
break with the past. Rather, she advocates retaining what is useful
from this heritage while pursuing greater indigenization of the field.
Middle-range theory arising from the specifics of each nation’s
experience is vital both domestically and for wider regional utiliza-
tion and refinement. .

While training has disappointed, there is not a feasible alternative
to it. The future tasks would seem to be more attention to diagnosing
what training is required, orienting training to client service, con-
tinuing experimentation with training delivery systems, a move away
from over-academic and Western-derived syllabuses, a greater con-
cern with outcomes (not outputs), and a recognition that training is
not a discrete activity but is one of several interrelated components
for organizational change and administrative reform. There will
always be the difficuity of refating the results of training to manage-
ment improvement. There are too many variables for ncat correla-
tions which perhaps means that training will continue to be a popular
reform strategy. The recorimendations by Merrick Jones {(Box 5.2)
for the future education and training of Malawian managers would
seem to have application far wider than that country.
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BOX 5.2
Suggestions for desirable training outcomes

You should reflect on the practical training strategies and techniques that might
be used to produce the following outcomes: - _

1. Tn an eavironment of turbulent change, learning should become a conscious
and continual process for managers,

2. Managers should develop a profound awareness of, and sensitivity to, the
sociocultural context in which they operate.

3. Managers should have a clear understanding of the implicit demands of
Western management ideas and practices, and of the facets of their own
societies that might be congruent and incongruent with such demands (ez.
deference and dependent relationships).

4. Managers should develop a skeptical, eritical approach concerning the
powible adoption of Western {or other alien) organizational and manage- .
ment theories, ]

5. Managers and educators should acknowledge, analyze and reflect on the
experiences of organisations in their own countries and from them work on
the development of indigenous explanatory concepts. .

6. Managers should develop more confidence in the validity of their own
experiences and their views on management (rather than deferring to

outsiders)

Source:  Modified from Jones, M. {1992) ‘Management Development: An
African Perspective’, in M, Jones and P. Mann (¢ds), HRD: International
Perspeetives on Development and Learning (West Hartford: Kumarian), p. 117.

The HRM issue of greatest concern to most public servants and
their cash-short governments is remuneration or who gets paid what.
Israel (1987) has identified distortions in salaries and wages as being
among the most costly obstacles to improvement in public sector
performance. Governments find that excessive wage bills crowd out
non-personnel recurrent expenditures. This leads to teachers without
books, doctors without medicines and postal workers without stamps.
There are frequent allegations that surplus numbers of public ser-
vanis populate state bureaucracies. For example, in 1990 the Man-
agement Service Division (MSD) in Pakistan undertook a ‘scientific
analysis’ of workloads in 33 of the 43 divisions of the federal
government. Out of a total of 14 400 posts at the Secretariat level,
1294 (9 per cent) were found to be surplus (Choudhry, 1991).

Meanwhile, international agencies urge governments to get valuye
for money from their public services. Many public servants have
experienced reductions in real pay, sometimes by large amounts. For
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example, in Tanzania and Sierra Leone between 1975-85 real
salaries of public servants declined by about four-fifths (Robinson,
1990). In El Salvador, real salaries of public servants declined by
between 48 to 89 per cent during the 1980s (World Bank, 1995).
Thus, the benefits of civil service employment expected at the time of
recruitment may not be met. Efficiency and effectiveness suffer as a
result. Workers lose motivation, leadership qualities remain undeve-
loped and there is a drain of skilled personnel. Public servants take up
other jobs, often during office hours, or engage in corruption to
supplement their low official salaries.

- The elimination of non-existent public servants — ‘ghosts’ — is a
popular measure as it is the least politically sensitive method of
employment reform. Ghana claims to have eliminated 11600 ghosts
through head-count and public service census exercises in the late
1980s, while in Cameroun 5000 fictitious names were removed from
the public payroll (Nunberg and Ellis, 1990). Freezing or restricting
civil service recruitmént is another favoured technique for reducing
government employment. Complications can arise if jobs in the
bureaucracy are normally guaranteed to graduates of government
training institutions. Also, freezes can prevent government agencies
from achieving the desired skill-mix while natural attrition may be
more effective in some instances than freeze-and-hire cycles,

The cost savings on ghost-busting and freezes may be wiped out hy
increments and other autornatic salary increases. Various countries,
such as Dominica and Mauritania, have used the suspension of
2utomatic pay increases while others, such as Burkina Faso and Cote
d’'Ivoire, have made promotion more selective {ibed.). Enforcement of
retirement for over-age public servants has been used successfully in
some countries but the cost saving may be minimal if the target group
is small. Early retirement packages have been propased but the need
to make lump-sum payments can negate salary savings unless aid
donors provide grants for ‘golden handshakes’ (as in Uganda). Also,
the loss of experienced officers would possibly have an adverse effect
on performance. The same observation applies to voluntary redun-
dancy schemes even though the absence of coercion makes them more
politically acceptabie.

By contrast, political difficulties accompany retrenchment schemes.
Governments have tried to avoid such compulsory dismissals as they
undermine the patronage and social welfare functions of public
bureaucracies. Also, retrenchment can contribute to political instabil-
ity and strengthen opposition to the government. Despite these risks,
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some governments have implemented retrenchment measures. In the
late 1980s, 27 761 public servants were retrenched in Ghana, 4245 in
Guinea and 3350 in the Gambia. In many cases of retrenchment
there may be external pressure on governments from muhtilateral
agencies, R

Various additional measures have been utilized to cut aggregate
costs of public services. In Guinea, competency exams were held to
determine which personnel would be retained and which would be
given severance packages. Some who passed the exams were not
guaranteed public sector employment but were placed in a personnel
bank. If they could not find jobs within six months they would be
dismissed. In 1990, 14487 public servants and public enterprise
cmployees were in the personnel bank. It has, however, proved
complicated to administer while the presence of an ‘officially idle
class’ of employees may be damaging to wider public service morale
(Nunberg and Ellis, 1990). Also, it is not clear whether the govern-
ment would risk sacking so many personnel over a very short time.

Opportunities for retraining or for transitional employment have
been made available for former public employees. Demand has
usually been low and the activities have posed administrative diffi-
culties. The targets of such programmes often use alternate strategies
to find work or to enter into informal sector business activities, The
need for further government-sponsored training does not appear to be
strongly felt. :

Reforming wage structures has been a common strategy in many
countries. Wage freezes have been a major component of the strategy
and have sometimes been imposed in loan agreements with multi-
lateral agencies such as the IMF. Rationalization of the remuneration
structure has also been popular. This has focused on reducing the
proportion of non-wage benefits in remunecration, for example hous-
ing, vehicles, food rations and telephones. The World Bank reports
little progress in this area of reform. This is perhaps a reflection of the
underlying salary distortions which led to the introduction of non-
wage items in the first place.

Inequities in pay and other benefits between different parts of
government have been rationalization targets. If such inequities
prevail, the best managers and technical personnel will gravitate
towards the better paying organizations leaving lesser-qualified staff
to occupy equivalent positions in the lower paid agencies. Simplifying
salary structures is another reform technique. In Dominica, over 100
pay scales for middle and lower management were converted to 14.
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In many developing countries there has been a narrowing of the
range of public service salaries by giving relatively large increases in
Pay to the lower grades. However, if differentials are too compressed
there may be a loss of motivation among upper level officials and even
an exodus from the public service. For example, in Zambia in 1971,
an assistant director was paid 17 times more than the lowest-paid
worker, but by 1986 only 3.7 times as much (World Bank, 1995). In
some countries there has been decompression to counteract this trend,
that is increasing the ratio of top workers’ pay to that of the lowest
workers. Also, salary supplements have been utilized to compensate
for low pay-received by upper-level public servants. In Mozambique
and Bolivia some officers obtained supplements which exceeded basic
Pay by up to 400 per cent (Nunberg and Ellis, 1990). While such
topping up helps to retain the brightest and best it may simulta-
neously demotivate and disillusion those who do not receive such
benefits.

The results of World Bank programmes to contain the cost and size
of public services and to correct pay structure distortions have been
disappointing. The programmes have often been short-term solutions
rather than taking the long view, Also, the World Bank has perceived
them largely in technical terms thus leading to an underestimation of
the highly political nature of these issues, By contrast, governments
have been acutely aware of the risks of radical reform in public service
size and pay structures, and hold off such reforms despite the World
Bank’s admonition to be bolder, But as the majority of developing
countries have strictly limited resources to fund public services and
public employment, they will need to strike a compromise between
the level of civil service employment and the level of civil service pay
(Robinson, 1996). This means satisficing compromises between the
varicus stakeholders rather than the ideal-type programme of ration-
alist reform favoured by World Bauk technocrats (see Box 5.3).

Accountability

Accountability is a complex concept. Its attainment is a leading
objective of most public sector reforms and involves much more than
stmply tackling corruption. It is ‘the driving force that generates the
pressure for key actors involved to be responsible for and to ensure
good public service performance’ (Paul, 1991, p. 5). It may forus on
‘regularity” where public servants are expected to follow the formal
rules and regulations of a bureaucratic type of organization. They
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BOX 5.3
The World Bank’s ‘rationalist® reform progamme

¢ Installing in civil services personnel information and management systems,
more tightly linked to payrolls, and including clear and appropriate carcer
development schemes;

® Stail andits to determine what personnel is on hand;

¢ Improved training systems;

® Revision, usually meaning simplification, of the legal framework governing
the civil service; and

©  Getting the right people into the administration, partly by stronger incentives
to attract and retain them, panly by changing objectives and procedures in
an cffort to make the work situation more challenging and rewarding,

Source:  Nunberg, B. and Ellis, J. (1990) ‘Givil Service Reform and the World
Bank®, Policy Research and Externat Affairs Working Papers, No. 422, World Bank,

should turn up on time, do their work in specified ways, and observe
the formally prescribed authority pattern. More recently, the notion
of ‘performance accountability’ has embraced effectiveness and the
achievement of goals. Financial accountability, for example, is no
longer simply a matter of probity but also encompasses evaluation of
whether project goals were achieved or a particular amount and
quality of a service was delivered. )

Another important question is, to whom is the public servant
accountable? In traditional bureaucratic forms of organization,
accountability is through a hierarchy of supervisors until the organi-
zation’s chiel executive is reached. There may, however, be informal
structures of patronage superimposed on the formal structures of
organizations. If such conditions prevail then an informal system of
‘accountability’ will focus on the patron and have little or no concern
for responsibility towards the public. In all political regimes, public
servants are expected to be accountable to the country’s leaders, The
level of this accountability will vary in practice according to the
nature of the relationship between political authorities and public
servants. Democratization potentially opens up accountability as it
creates a variety of avenues through which public service perfor-
mance can be monitored and political pressure can be applied. Even
in authoritarian regimes, certain representative organizations (for
example consumer groups, chambers of commerce, religious autho-
rities) may be permitted or encouraged to assist in making govern-
ment organizations more accountable,
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A variety of tools are available to make public servants accoun-
table. As Table 5.2 demonstrates, particular tools are designed to sujt
particular purposes. It is likely and desirable that countries wili
simultaneously employ several tools in their pursuit of accountability,
which, as we have seen, is a multi-dimensional concept. There will be
a range of institutions such as national assembliés, public accounts
committees, Ombudsmen, Auditors General and the media to be the
tools or to employ them. However, the existence of a particular tool
does not necessarily mean that it is effectively used. o

- In Guyana, the Office of the Auditor General (OAG) had
established at independencé in 1957 but entered the 1990s with an
unenviable reputation for inefficiency and ineffectiveness. The OAG
had failed to present a report on the country’s public accounts for a

TABLE 5.2
: Choosing the tools for accountability
Ends : Means
To focilitateenhance Tools
Legitimacy of Constitutions; electoral systems for governments
decision-makers and decision-making bodies; bureaucratic systems

of representation; Royal Prerogative; legistation;
letters of appointment; formal delegation of
authority; standing orders

Moral conduct Societal values; concepts of social Jjustice and public
interest; professional values; trainingfinduction
programs

Responsiveness Public participation and consultation; debates;

advisory bodies; public meetings; freedom of speech

Openness Parliamentary question times; public information
services; freedom of information laws; public
hearings; green and white papers; annual reports

Optimal resource Budgets; financial procedures; rules of virement;

utilization parliamentary public accounts committees;
auditing; public enguiries and participation;
formal planning systems

Improving efficiency and Information systems; value for money audits;

effectiveness setting objectives and standards, program
guidelines; appraisal; feedback from public

Saurce:  Modified from Hayllar, M. R. (1991) “Accountability: Ends, Means and
Resources’, Asian Review of Public Administration, vol. 3 {2), pp. 10-22.
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decade up to 1992 (Goolsarran, 1994}. The 1992 report was also the
only one to have been completed within the statutory deadline since
1957. A new Auditor General was appointed in 1990 and reported
problems including “a culture of a Jack of accountability’, shortages of
skilled personnel, and cumbersbmé“hccounting and information
systems. He instituted a range of reforms which have resulted in
marked performance improvement. The OAG informed both the
Ministry of Finance and the National Assembly of leading problems
and made specific recommendations for action. The OAG was also -
instrumental in the reactivation of the Public Accounts Committee,
that important institution in patliamentiry systems where ministers -
and public servants are grilled on their expenditures. Accounting
officers in government agencies were informed of their statutory
obligations, given detailed reports on deficiencies in their organiza- -
tions and offered assistance by the OAG. To demonstrate the
importance of these matters, direct supporting action was provided
by the President while the media were used to publicize them.

Within the OAG, a 3-year training programme for entrants was
introduced while staff were encouraged to engage in training pro-
vided by international agencies and anditing institutions in other
countries. Job descriptions and salary scales were revised to give due
recognition to performance and higher levels of training. Interna-
tional standards of auditing were formally adopted, planning and
review functions were strengthened and the auditing of 20 public
corporations was contracted out. UNDP funding was obtained to pay
for a programme to improve efficiency.

Recent innovative schemes in the Philippines and Malaysia in-
dicate a trend towards the closer linkage between performance
improvement and accountability. They also show greater concern
with accountability to the public rather than simply to political and
bureaucratic superiors as has been the case in the past. In 1994, the
Philippines Civil Service Commission (GSC) launched a citizen
satisfaction campaign called Citizen Now, Not Later (Sto Tomas,
1995). It was seen as a reform mechanism to improve employee
performance by using external pressures to reinforce internal systems.
The campaign involves the adoption of standard norms of conduct
and courtesy to clients, There are specified modes of greeting clients
which incorporate the values of assistance and service. Employees are
personally identified either by easily read IDs or by stating their
names on the phone. Employees are expected to explain procedures
clearly to clients. The campaign is being publicized by the media
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which are making a telephone complaint system well-known, Action
on complaints is taken far more rapidly than in the past and the
emphasis is on deterrence rather than punishment,

Included in the Malaysian Civil Service’s pursuit of institutionaliz-
ing a culture of excellence has been a focus on meeting the expecta-
tions of customers in the provision of ‘quality services (Rahman,
1995). The Malaysian Administrative Modernization and Manage-
ment Planning Unit (MAMPU) has designed and supervised an
initiative called the Client’s Charter in which cach government
agency should produce a charter. This is a written commitment
relating to the delivery of outputs or services to the agency’s clients, It
is an assurance that an agency’s services will comply with declared
quality standards that are in conformity with the expectations and
requirements of the customers. Should an agency fail to comply with
the stated quality standards in its charter, the public can use this as a
basis for complaints against non-compliance, Information or com-
plaints received from the public should enable the management of an
agency to improve their services if necessary.

Accountability is prominent in contemporary public sector reform.
The driving force in all cases is to improve public sector performance.
However, there is often a range of contrasting accompanying goals
which differentiate the various national drives for accountability. In
Iran, a strong spiritual and moral element has been evident in the
effort to create an Islamic approach to public sector accountability.
In Indonesia, the Fifth Five-Year National Development Plan iden-
tified control with accountability and emphasized the importance of
improved control (functional, legislative, social and managerial} for
sustained economic and social development. In many cases, making
the existing institutions for accountability more efficient and effective
would represent a considerable advance. But such a solution is not
simply a technical matter. It is an exercise in power and politics.

Public—private mixes

As we will sec later, the international financial agencies have devel-
oped a passion for privatizing public enterprises. But they have also
been encouraging cooperation of public and private organizations in
the field of social welfare as another technique of administrative
reform. Governments in developing countries have become major
providers of health and education services. The ‘public goods’ argu-
ment which considers education and health as basic human rights has
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been the justification for massive public sector involvement in these
activities. Progress has been ‘substantial but uneven’ {van der Gaag,
1995, p. 4) and large disadvantaged populations still have inade-
quate access to education and health services. Furthermore, ‘in
almeost all couniries where social services are provided publicly on a
large scale, the burden on public resources is crippling and the
quality of services has suffered* (ibid., p. 7). These changed circum-
stances have prompted a search for alternative approaches, one of
which is for government to invite the private sector to collaborate in
attempting to reduce the *social deficit’ in education and health. Itis
argued that equity, quality and efficiency are not the exclusive
properties of either public or private sectors. Such objectives are
better served by examining the specifics of each situation and
designing a response which takes account of the advantages offered
by each sector and both in combination.

A few examples from the education sector illustrate some of the
possible public-private combinations (see also Box 5.4 on Latin -
America’s innovative Social Funds). One option is to provide public
funding for private schools. For example, when Chile began jts
educational reforms in 1980, the government introduced per student
payments to both public and private schools, Payment was based on
the costs in public schools which were higher than in the private
sector. Thus, private sector schools competed strongly for students
and by 1986, enrolments in private sector primary schools had more
than doubled while enrolments in secondary schools had almost
quadrupled. '

A second option is to place public schools under private manage-
ment. In Bolivia, the government contracted the church-based F. ey y
Alegria to manage some public schools. Fey y Alegria appoint teacher
graduates from the same pool as public schools and receive the same
level of income as public schools. But the Fey y Alegria schools are
highly popular. They have generated an exceptional esprit de corps
among students, parents and staff, and families are willing to pay
extra school fees for their children to attend. A third option is to
provide choice to parents or students, In Kenya, the government
established the Micro and Small Enterprise Training Fund which
enables informal-sector workers to purchase the training they want.
Vouchers to the value of US$150 (for management training) and
US$200 (for technical skills upgrading) can be used at either public
or private institutions. The system gives clients the purchasing power
to select the trainer and the training they want and helps to prevent
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BOX 54

Latin America’s socinl funds:
inncvative public-private cooperation

In 1983, Bolivia, one of Latin America’s poorest countries, turned ity economy
round with new fiscal and economic policies, At the same time, it established the
Emergency Social Fund (ESF) to help displaced workers. The fund upported
public works that generated new (if temporary) employment 2nd at the same

: time improved services in education, nutrition and health. Most of the projects
were carried out by NGOs, community groups and private entreprencurs.
Supported until the project’s end by US$190.8 million from many donors, the
resulta directly benefited 1.7 million people,

Because of the efficiency of the ESF in channelling resources to poor people it
was decided to establish a similar fund to support the activities of private agencics
and coordinate them with those of line ministries in the areas of health, water
supply, sanitation and education. Since 1990, Bolivia’s Social Investment Fund
(SIF) has targeted Bolivia's neediest communities, complementing rather than
replacing public socal services, Like the ESF, the new SIF is a tonvenient
mechanism to mobilize external assistance,

To keep it flexible and responsive to local concerns, the SIF primarily sponsors
propasals identified and prepared by local communities. A third of the
organizations asking for SIF financing are privately run, and small or
medium-sized local contractors have been involved in all of the 1473 subprojects
approved as of December 1994, In addition, the SIF trains public and private
institutions and local enginesring and social service consultants to prepare and
supervise projects.

The S1F has performed multiple functions: helping to develop Bolivia’s private
sector, giving assistance to poor people, especially those in remote areas, and
creating numerous temporary jobs.

Other Latin American countries have adopted the SIF model with
considerable success. SIFs have become effective fnancial mediators — linking
government and donors with the poor they wished to serve largely because they
have been allowed to operate with a high degree of autonomy. SIF managers and
staff have heen drawn from the private sector and paid at private scctor rates,
Their support has not been linked to the annual national budget cycle, and they
have been exempted from cumbersome procurement and disbursement
procedures. Frequent audits have ensured that SIF dealings remain above
board and financially sound, and computerized information systems have further
contributed to their efficacy.

Source:  van der Gaag, J. (1995) Private and Public Fnitiatives: Working Together for
Health and Education (Washington DC: World Bank), pp. 35-7.
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an oversupply of a particular type of training. To ensure that the
recipients value the services available under the voucher system they
are required to pay a small part of training fees.

The World Bank argues that governments should focus on what
they do best which is providing public goods and services and a
regulatory framework that ensures minimum standards of quality and
prevents fraud. Governments should also focus on facilitating access,
not only by providing services but also by schemes such as voucher
systems and subsidies which make basic services affordable by all.-
Another piece of World Bank advice is to ‘price higher-level facilities
realistically’ (for example, universities and hospitals}. Such interven-
tions as scholarship schemes and health insurance allegedly will
provide equitable access. Finally, pluralistic supply systems giving
choice to consumers will increase overall quality and efficiency.

Such collaborative initiatives involving both public and private
institutions, and non-governmental organizations, appear to present
governments with opportunities to give their citizens improved access
to services. Also, the competition in such service provision arrange-
ments should work to encourage quality institutions. However,
familiar problems of institutional capture by élites and middje classes
could emerge with persons from these groups utilizing their power,
knowledge and networks to reap the greatest benefits from the
collaborative public-private arrangements,

Conclusion

All developing countries have programmes of administrative reform,
Governments provide various reasons relating to improvements in
efficiency and effectiveness to Justify these initiatives: value for money,
better quality services, increased productivity and faster delivery. A
variety of techniques have been employed as means to these ends. We
have examined some of these techniques in this chapter but our
coverage has been by no means exhaustive,

There are other approaches availabie. Some move in and out of
fashion. For example, management by objectives (MBO) was once
extremely popular. Under an MBO regime, all activities had to be
explained and legitimated in terms of their objectives. The idea was
to focus attention on output rather than simply accounting for
expenditure. However, in some instances the means (that is the
writing of objectives) became the ends while the existence of object-
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ives did not necessarily lead to their evaluation. Some objectives
defied evaluation. In such cases, little improvement was registered.

At present, the urge to emulate the private sector has led to the
search for market or competition surrogaies in government organiza-
tions (Israel, 1987). The underiying assumption is that competition
generates better performance. Thus, where privatization is not
feasible it may still be possible for government organizations to be
subject to comipetitive pressures from clients, the political authorities
or between internal units, Getting’ public schools to compete with
each other and with private schools for students and budgets would
be an example of such policy. Another can be found in the former
centrally planned economies of China, Vietnam and Laos where
state-owned enterprises are being forced into market competition
although remaining in government hands and retaining bureau-
cratic-type structures. :

Governments will always employ 2 variety of administrative reform
techniqués at any one time. Some will be packaged together to
achieve the desired changes. For example, a restructuring exercise
might involve reducing the number of levels in public organizations
and changing job specifications, especially the degree of formaliza-
tion. Training will undoubtedly be necessary while a participatory
initiative might accompany the other activities. Many of the techni-
ques we have described in this chapter are not only grouped together
in such packages in actual practice but particular techniques overlap.
They are not necessarily discrete. For example, responding to pres-
sure from clients might be described in terms of market surrogates,
restructuring, accountability or participation,

If such an armoury of techniques is available the question arises as
to why the results of administrative reform have frequently disap-
pointed governments, the public and multilateral development agen-
cies. A major reason has been the underestimation of the political
opposition to such reforms among staff and other stakeholders who
resist in all manner of ways from strikes to simple non-cooperation. A
second factor has been the actual lack of importance attached to
reform initiatives by governmenis. There have been significant gaps
between initial rhetoric and reality. Experience tells us that for
successful reforms there must be strong and consistent leadership
from important figures in politics and . the public service - prime
ministers, cabinet ministers and secretaries of department. If their
interest and commitment wanes then implementation suffers, sche-
dules are not met, aims are not achieved and accountability Japses,
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Despite results which have often failed to match expectations there
is still great enthusiasm for administrative reform and considerable
resources are made available to support it. The reformer’s task is to
identify correctly the problems and supply answers which are feasible
both technically and politicaily. The reforms need to address the fit
between organizations and environment. Also, it must be remem-
bered that organizational environments in the developing world are
uncertain and turbulent, This means that reform will be permanéntly
on the agenda but varying in intensity according to the degree of
turbulence, the funding available and the level of faith in this form of
crganizational engineering.



6

Planning for
Development:

The Solution or the
Problem?

All right, you want miracles. I can’t produce them but I certainly
can produce a plan. In that beautiful eighteen-volume document is
a rosy future: day by day it curls at the edges, but the charts and
the graphs stay resplendent. (Caiden and Wildavsky, 1990, p. ii)

Planning, according to Albert Waterston (1965, p- 26}, is ‘an orga-
nized, conscious and continual attempt to select the best available
alternatives to achieve specific goals’. This definition provides a basis
for identifying the topics that will be the focus of this chapter, though
it must be observed that there are many alternative definitions
(Conyers, 1982, pp. 1-2). At the heart of definitional debates are
competing concepts about the nature of planning. On one side are
ideal models that envision plans as technical products crafted by
impartial experts with access to all necessary data and almost infinite
analytical capacity. On the other side are the descriptive models of
political science, that see planning as a political process involving the
interaction of numerous individuals and organizations that bargain
and negotiate, from varying power bases, to achieve objectives that,
at least partially, reflect their self-interest (Schaffer, 1984). As we
shall sec in this chapter, in the ‘real world’ planning is usually a
complex mixture invelving elements of both of these differing view-

points.

132
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Planning in developing countries: a short history

During the era in which most Asian and African nations came to
independence, beliefin the efficacy of development planning knew no
bounds: ‘the national plan appears to have joined the-national
anthem and the national flag as a symbol of sovereignty and
modernity’ (Waterston, 1965, p. 28). Plans would ensure that poor,
agricultural countries would become rich, industrialized nations
within a few decades. Such faith emanated from a number of sources.

First, there was past experience. Newly independent countries
pursuing a socialist path saw the contemporary strength of the Soviet
Union as clear evidence of the fruits of central planning. Those more
attuned to the capitalist West heard of the miracles achieved by the
Marshall Plan for European reconstruction and the efficiency of war-
time planning in Britain and the USA. Secondly, there was theory.
Socialist development theory entailed state control of the economy
and consequently state planning of the economy. Contemporary
liberal development theory (which was ot so closely wedded to the
free market at that time) in both its leading sector and big push
variants relied on comprehensive planning to kick-start economies
into economic take off (Rondinelli, 1993, p. 34). Thirdly, access to
international financial resources was usually dependent on having a
pian as a basis for negotiation with aid agencies and bankers. Finally,
there were the domestic political pressures on national leaders to
remain popular, and bolster their legitimacy. Plans were used to
explain how rapid economic growth and national unity would be
achieved. These arguments and pressures were persuasive and led at
times to an almost blind faith in the necessity and efficacy of
planning. Characteristic of this was the statement of Prime Minister
Nehru of India that ‘[planning] and development have become a sort
of mathematical problem which can be worked out scientifically . . .
[men] of science, planners, experts who approach our problems from
a purely scientific point of view . . . agree, broadly, that given certain
preconditions of development, industrialization and all that, certain
exact conclusions follow almost as a matter of course’ (Johnston and
Clark, 1982, p. 24).

National planning, as we shall see below, rarely achieved its
ambitious goals, and although it continued in most countries its
significance declined over the 1960s and 1970s. It was during this
period that international development agencies shifted their focus
and began to emphasize project planning based on micro-economic
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analytical principles. The heyday of project planning came in the
1970s and although remaining an important activity, it came under
severe critical scrutiny during the early 1980s as projects failed to
match expectations and methodological flaws became increasingly
evident. ' )

The aggressive anti-planning arguments of the free-market theor-
ists and practitioners of the 1980s have tempered in the 19905, Rather
than suggesting that planning should be abandoned, contemporary
critics are concerned about redefining the nature and quality of
development planning (Chowdhury and Kirkpatrick, 1994; Killick,
1989). In the following sections we first examine the experience of
national planning and then proceed to a review of project planning.
Regional planning, district planning and decentralized planning are
referred to in Chapter 7.

National development planning

National development planning is:

. a deliberate governmental attempt to coordinate economic
decision making over the long run and io influence, direct, and in
some cases even control the level and growth of a nation’s principal
economic variables (income, consumption, employment, invest-
ment, saving, exports, imports, etc.) to achieve a predetermined set
of development objectives. (Todaro, 1994, p. 366)

In centrally planned economies the emphasis is on state direction and
control whereas in mixed economies it involves the programming of
State resources to carry out public investment alongside economic
policies that seek to stimulate and direct private sector activity.
Arguments of market failure (that private sector activity is uncompe-
titive, non-existent or based on incorrect interpretation of economic
signals), resource allocation (that there is a wide divergence between
private and social valuations of what an investment wifl produce),
and attiudinal change (that factionalized and traditionally-criented
populations can be energized and united) supported the case for
development planning. A mystique grew around the activity which
‘was widely believed to offer the essential and perhaps the only
institutional and organizational mechanism for overcoming the major
obstacles to development and for ensuring a sustained high rate of
economic growth’ (bid). : .
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Tony Killick (1976} has identified six main characteristics for
national development plans:

1. Development plans present the policy objectives of the govern-
ment, usually with a strong emphasis o €conomic development.

2. A strategy for achieving these objectives is identified. This varjes
between cases from the very specific to the very general,

3. The plan seeks to set out a set of internally consistent principles
for optimal implementation that can guide day-to-day decision-
making,

4. The plan attempts to understand, and influence, the whole of the
economy., _

5. The plan utilizes a macroeconomic model (ranging from very
simple to very sophisticated) to forecast the anticipated perfor-
mance of the economy.

6. While a development plan is 2 medium-term document, typically
of five years, it commonly involves supplementary annual plans
and also presents a longer-term view of national development.

An example of a national development plan, India’s, is presented in
Box 6.1.

Despite common characteristics different development plans have
taken very different forms, varying considerably in the degres of
detail and the nature of the analytical tools that have been used.
While some plans, especially the carly ones, were basically a mixture
of descriptions and optimistic projections, others integrate aggregate
economic analysis with complex inter-sectoral input-output model-
ling and subsequently cost-benefit analysis to identify specific invest-
ment projects. )

Promise and performance

The miraculous expectations invested in national development plan-
ning were not realized. Waterston (1965, p. 293) found ‘that there
have been many more failures than successes in the implementation of
development plans . . . the great majority of countries have failed to
realize even modest income and output targets’. In a similar vein,
Killick (1976, p. 161) concluded that ‘medium term development
planning has in most LDCs almost entirely failed to deliver the
advantages expected of it.” Some commentators have taken the
argument a stage further, claiming it is not simply that planning
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BOX 6.1
Indix’s five-year plans

In March 1950 the Government of India set up the Planning Commission
charged with the formulation of ‘a Plan for the most effective and balanced
utilization of the country’s resources’, The Commission set in motion a large
number of discussions with federal departments and state governments and in
1851 produced a draft Five-Year Plan, heavily influenced by the types of plan
produced in the Soviet Union. After further necgotiations, and decisions to
increase planned public expenditure by a third more than the draft plan, the
First Five-Year Plan was published in December 1952, to cover 1951-6.

The First Plan, like Jater plany, covered virtually all aspects of the cconomy
and socia) welfare in its 671 pages. Jt estimated the resources that would be
available and set targews for production and service provision through to 1956,
These targets covered central government, state governments and the private
sector. For example, the private scctor was set the target of increasing bicycle
production from 99000 units in 1951 to 530 000 in 1956, Each state government
produced a corresponding plan document setting targets within the state,

The early Five-Year Plans were taken very seriously, but by the late 1960 the
plans came to be seen as a routine activity, partly because of the arbitrary nature
of much® of the target formulation and partly becanse the Second, Third and
Fourth Plans’ targets were not achieved. Some commentators believe that the
plans helped to contribute to the mass of regulations that have discournged
industralization. The recent moves to Eberalize the Indian cconomy indicate that
the country will soon have 1o modify its approach to planning.

has failed to deliver, rather national planning is in itself an obstacle to
development. For example, Caiden and Wildavsky (1990, p. 293)
lambasted comprehensive multi-sectoral planning as a mechanism for
decisions which maximized every known disability and minimized
any possible advantage for poor countries. According to this view
national development planning has retarded rates of economic
growth and discouraged the evolution of institutions and procedures
that could lead to more effective decision-making.

What has gone wrong with development planning? The lsts
produced by analysts (Caiden and Wildavsky, 1990; Killick, 1976;
Reondinelli, 1993; Waterston, 1965) are long but can be surmmarized
in six main points. First, the majority of plans were wildly over-
ambitious in terms of the rates at which development could be
achieved, assumptions about resource avaiiability and in their as-
sumptions about the degree of control that a government could exert
on the private sector in a mixed economy. Such optimistic miscalcu-
lation was fuelled by the pressures on politicians and the unfounded
faith of technocrats in their scientific tools. Secondly, the data en
which such plans were based were poor and at times not available, so
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that rough guesses and intuition (Marzouk quoted in Rondinelli,
1993, p. 43) often provided the key parameters. Thirdly, there were
shortcomings in the analytical methods used in plans. While these
were often sophisticated and intellectually demanding they could not
model the full complexity and adaptability of the economy. They
were often totally inappropriate for low" data contexts. As Killick
(1976, p. 181) warned, ‘returns from our [economists] “investment in
calculus” are dependent on a level of abstraction from the real world
- . . which threatens the social usefulness of our profession’.

The fourth major problem was that such plans were incapable of
dealing with unanticipated shocks, whether external (for example
changes in prices) or internal {for example civil war requiring a
massive reallocation of public expenditure into defence). In particu-
lar, the 1974 and 1979 increases in oil prices made the content of
virtually all plans operating .at those times redundant overnight.
Fifthly, there were a number of institutional weaknesses. Some
related to the positioning of planners in isolated national planning
units remote from the line ministries that would have to implement
plans. This led to poor communications and friction between plan-
ning agencies and other parts of government. More broadly, the low
capacity of the public and private sector to implement plans in many
countries hampered plan achievement. Last, but by no means least,
comes politics. Much of the theory of national development planning
assumed the activity to be done by technocrats pursuing policies that
would optimize some non-contestable social good. In practice, the
activity was largely determined by political forces and especially by
politicians, National leaders were never lacking in rhetoric about how
development would be achieved, but they frequently demonstrated a
lack of commitment to planning and plan implementation. This
situation is well illustrated by Sri Lanka, where national plans were
prepared largely for show but had minimal influence on actual
decision-making (Bruton et al., 1992, p. 85). Given such a long list
of ailments one might well pose the question ‘should we abandon

development planning?
The end of development plonning?

The eriticisms of development planning in the 1970s led to a growing
consensus that comprehensive economic planning was infeasible and
undesirable. The opening up of former Soviet republics and Eastern
European socialist economies in the 1980s and 1990s means that such



138 Governance, Administration and Development

planning is now only practised in a handful of countries. However, for
some critics reducing the scope and ambition of planning was not
sufficient. Throughout the 1980s, neo-liberals at agencies such as the
World Bank and IMF argued strongly for the almost complete rolling
back of the state and for the abandonment of planning.’ Planning was
seen as an invitation for government to distort markets which, once
distorted, could not achieve the allocative efficiency of which they
were capable. In the last few years, this position has been modified
with the recognition by the Washington institutions that it is not a
question of state or market: each has a large and irreplaceable role’
(World Bank, 1991, p. 1). As Chowdhury and Kirkpatrick (1994,
p. 3) note, the current academic and professional literature takes a
‘middle-ground position’ and sees a continuing role for more limited
forms of development planning. There is also evidence that in a small
number of states, such as Botswana, Indonesia and Malaysia (Wallis,
1990a, pp. 52-5), development plans have been at least partially
suceessfull :

In most countries there is now agreement that planning techniques
need to be used on 2 continuous basis as a part of a process of
‘development policy management’ attempting to provide a stable
macroeconomy, ceordinate public policy, use public expenditure
efficiently, anticipate problems and changes in the external and
internal envirenments, ensure competitive markets and stimulate
market development. Government intervention is deemed necessary
in sectors where markets alone cannot be relied on then. According to
the World Bank (1991, p. 9), these include ‘education, health,
nutrition, family planning, and poverty-alieviation; building social;
physical, administrative, regulatory and legal infrastructure of better
quality; [and] mobilizing the resources to finance public expendj-
tures. Such a prescription entails the continuance of public sector
planning, often by new approaches and, importantly, with a focus on
the development of human capital and institutions as well as the
physical infrastructure that was the focus of the plans from the 19505
to the 1970s,

Greater attention is also being paid to the most fundamental and
routine of national development planning activities: the preparation
of the annual budget for public expenditure . More than 20 years ago,
Caiden and Wildavsky (1990) pointed out the potential contribution
that improved budgeting and management of public finance could
make to development. Many countries now link their annual budgets
to modest, medium-term rolling plans for capital expenditure and
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BOX 6.2
Sri Lanka’s roiling Public Investment Programme

In 1979, the newly-elected Government of Sti Lanka introduced a rolling, 5-year
Public Investment Frogramme (PIF) to replace the failed comprehensive
national plans that had been attempted by its socialist predecessor.

The PIF is produced annually by the Department of National Planning in the
Ministry of Poliey Planning and Implementation, It summarises the tountry’s
recent economic performance and prospects; examines trends in key sectors;
reports on the implementation of existing projects; and, identifies new projects for
funding. In an appendix, reviewed cach year to take account of changes in
resource availability and national pricrities and ohjectives, the planned capital
expenditure for each on-going and new project is listed by sector for the next five
years. Total costs and costs te be met by foreign assistance are also specified,
Before new projects are permitted to enter the PIP they are carefully scicened by
ministries, donors, a committee of Departiment Heads and the Cabinet,

Inclusion in the PIP does not guarantee funding, as it is only an indicative -
plan, but as the PIP sets the capital expenditire priorities for the annual budgets
itis of great significance. The PIP provides an important link between the annual
budget and the medium-term goals of the government,

Souree:  Rescarch by the authors. For a fuller discussion see Hﬁhnc, D. and
Sanderatne, N, (1995} ‘Sri Lanka: Democracy and Accountability in Decline', in
J. Healey and W. Tordoff {eds) Votes and Budgets (London: Macmillan),

new recurrent expenditures. This helps to ensure that publi¢ invest-
ment in capital and development works remains a significant budget-
ary item, and that development projects are carefully screened and
analysed. Sri Lanka’s rolling, five-year programme for public invest-
ment provides an example of such attempts to link annual budgeting
to medium-term frameworks (see Box 6.2}. Such partial plans are
vastly different from the comprehensive blueprints of the 1950s and
1960s. National development planning has changed in its ambitions,
objectives and approaches but it remains an Important state activity.
At the very least such planning can contribute to the more effective
programming of publicly financed development projects. It is to these
that we now turn our attention.

Project planning

‘During the 1960s and 1970s projects became the primary means
through which governments of developing countries translated their
plans and policies into programmes of action’ (Rondinelli, 1993,
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P- 3). Projects were scen as the ‘cutting edge of development’
(Gittinger, 1982, p. 1), where resources were converted into
improved livelihoods and economic growth. Individual projects had
always required some form of planning ~ at the very least some
ohjectives, a rough budget and a schedule of activities — but in
the 1960s and 1970s a number of methodological breakthroughs
occurred, and these encouraged a belief, particularly amongst donors,
that projects could be selected and planned in ways that almost
guaranteed results.

At the heart of such methodologies is the project cycle (see Box
6.3). This conceptualizes projects as a logical sequence of activities in
pursuit of known objectives. The Planning of projects is seen as
rational in that information is gathered and analysed in relation to
defined objectives; alternative courses of action are generated; the
results and risks of different alternatives are assessed; the optimal
course of action (in terms of stated objectives) is selected and
subsequently implemented; projects. are evaluated, and information
from these exercises is fed back into later phases of the project and to
policy in more general terms.

Much project activity, and virtually all new projects in low-income
countries, invelve assistance from foreign aid agencies. As a conse-
quence negotiation and supervision need to be fitted into the cycle.
Complex project ‘spirals’ now describe the process (sec Box 6.4).
Donor involvement has led to a concentration on the preparation and
appraisal stages of the cycle to ensure that investment is justified.
Virtually all externally financed projects require very detailed plans
before approval, and a cost-benefit analysis to estimate the likely
social return on the project (for a simple discussion of cost~benefit
analysis and worked examples see OXFAM, 1988). These require-
ments have meant that most projects involving external finance are
designed by specialist planners (commonly expatriates) using sophis-
ticated techniques. The alternative project plans are appraised in
terms of Likely costs, benefits and risks. The best project is selected
and, if approved, is implemented.

Unfortunately, the rigour that such techniques bring to project
analysis has not always revealed itself in terms of project results, The
World Bank (1988, p. 25) has found that some 51 per cent of its rural
development area projects, over the period 1965 to 1985, failed to
achieve the Bank’s minimum acceptable rate of return of 10 per cent.
While there have been many successful prejects in developing coun-
tries (for example see World Bank, 1987 on land settlement projects



Planning for Development 141

BOX 6.3
The conventional project cycle

IDENTIFICATION
A developmental nroblem or
opportunity is identified
through technical or political

processes \

EVALUATION DATA COLLECTION
At various times (usuaily Project planners collect ail
mid-term and completion) available data {primary and
specialist evaluators measure _ . _ _ _ p-  secondary) on the
the costs and benefits of the problem/opportunity
project and provide feedback
N l
~
» ~
IMPLEMENTATION A DATA ANALYSIS AND
The plan and necessary ~ , PROJECT PREPARATION
resources are provided to 4 The data is analysed and a
specialist managers so that the number of alternative projects
actions specified in the plan are to solve the problem or realise
carried out the opportunity are prepared

/

PROJECT APPRAISAL /
AND SELECTION
The alternative project plans are
appraised in terms of likely
costs, benefits and risks. The
best project is selected and, if
approved, is implemented

in Malaysia, Cairncross ¢ al., 1980 on village water supply in
Malawi, or Chowdhury and Cash 1996 on oral rehydration in
Bangladesh) there are many examples of white elephants such as
the well-documented Magarini project in Kenya (Porter et al., 1991)
and the integrated rural development projects (IRDPs) that litter
Asia and Africa (see World Bank, 1988 and Manchester FPapers on
Development, 1988). A set of problems within the project planning
process has been identified as making it likely that projects commonly
underperform in terms of their stated objectives. These have been
examined in detail by several writers {Chambers, 1983; Johnston and
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BOX 6.4
The Australian International Development Assistance Bureau’s
{AIDAB - now AusAID) project cycle

The diagram also includes fhe way in which environmental assessment s

incorporated into the project management cycle.
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Clark, 1982; Hulme, 1994a; Rondinelli, 1993), and are summarized
below.

The nature of development problems

Johnston and Clark (1982, pp. 23-8) make a powerful case that the
challenges of development, particularly in rural areas, are not ‘well
structured’ problems, as project planning methodologies assume, but
are ‘ill structured’ or simply ‘a mess’. Such problems canrot be
‘thought through’ by bright technocrats: rather they have to be
‘acted out’ by processes of social experimentation and interaction.
No amount of ex anle expert analysis can identify a solution to such
complex problems.

Poor data

Orthodox project planning methodologies demand large amounts of
reliable data. In most developing countries such data is not available
and so planners have to make assumptions. There is a widespread
tendency for such assumptions, about yields, costs, the rates at which
people will change their behaviour, to be over-optimistic (see Porter
et al., 1991, for numerous examples). Commonly project planners
have compounded the problems of data non-availability by ignoring
the indigenous knowledge of intended beneficiaries (Chambers,

1983).

Uncertainty

A central feature of project environments in developing countries is
uncertainty and instability. However, conventional methodologies
make little allowance for the impact that a sudden change in physical
factors (for example rainfall), economic factors (for example prices)
or social factors (for example the level of lawlessness) will have on a
project’s effectiveness. The methodologies have pursued sophistica-
tion and complexity whilst frequently minimizing flexibility and
opportunities for experimentation (Chambers, 1993, pp. 27-39).

Separation of planning from management

Project planning methodologies have distinguished the planners of
projects from the managers. The former have been seen as high-
powered analysts, technocrats whose ‘tools became their power’
(Rondinelli, 1993, p. 8). The latter have been classified as mere
implementors who only need to follow the plan. This has led to
project management being accorded a relatively low status and at
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tmes has contributed to morale problems. More importantly it has
led to an underestimation of the contribution of good management to
project performance and of the complexity of creating management
capacity. Rather belatedly, in the 1980s, project planners have
begun to recognize the problems of implementation (Gow and Morss,
1988). :

Lack of bensficiary participation

The failure of conventional project planning approaches to involve
beneficiaries in project identification, data gathering, design and
selection has fostered beneficiary dependency, discouraged feelings
of local ownership of project activities and sometimes alienated the
intended beneficiaries of projects.

Projects and politics

Conventional project planning methodologies are based on norma-
tive analytical frameworks that ignore political factors (Hulme,
1994a). This is a considerable weakness given the large body of
empirical evidence which indicates that project identification, plan-
ning, selection and implementation are highly political processes in
which aid agencies, political parties, local élites, politicians, bureau-
crats and others seek to achieve outcomes that meet their individual,
group, organizational or class interests (fbid.). By avoiding political
analysis, conventional methodologies facilitate the concealment of
partisan behaviour and reduce the opportunity for the powerless (i.e.
the intended beneficiaries) to gain influence over the project process.

Alternative approaches to project planning

"The array of problems identified above has fostered the generation of
a vast critical literature but as Cernea (1981, p. 8) argues, ‘despite
the recurrent debates on the merits and disadvantages of projects as
instruments of development intervention, no effective alternatives
have emerged, and projects are likely to remain a basic means for
translating policies into action programmes’. The search is on for
approaches that make projects more effective, and two fundamentally
different responses can be distinguished.

The first has been to refine existing methodologies so that as gaps
are revealed they are plugged by additional methods and disciplines.
This has been the approach of most international financial agencies
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and donors. They have upgraded the project cycle to a complex
project spiral, as mentioned earlier (see Box 6.4); they have adopted
logical framework analysis (LFA) for design and monitoring of
projects (Gosling and Edwards, 1995, PP- 178-92); and they have
expanded the content of project planning by the creation of a number
of additional sub-disciplines — social development appraisal (see
ODA, 1995), environmental impact assessment, gender planning
(see Moser, 1993) and institutional analysis. Keeping up with these
constant changes poses difficulties for both observer and practitioner.

The second response has been more radical and proposes the
replacement of the conventional approach to project planning,
Two different conceptual bases underlie such proposals. One (adap-
tive administration) highlights the role of project management and
implementation vis-d-vis project planning (Rondinelli, 1993). The
other (participatory rural appraisal) emphasizes the role of commu-
nity participation at all stages of the project cycle (Chambers, 1993
and- 1994; Mascharenhas, 1991). To explore these we examine the
work of Dennis Rondinelli and researchers at the International
Institute for the Environment and Development (IIED) in the
following paragraphs.

Adaptive adminisiration

Rondinelli (1993) has made an impassioned plea for development
projects to be conceptualized as ‘policy experiments’ - requiring ..
‘adaptive administration’, He argues that an experimental approach
which places elements of planning, implementation and monitoring
in the hands of project managers, is essential. This is because of the
environments in which development projects operate (Himited infor-
mation, high risk, uncertainty and political manipulation) and the -
capacities that are required to become effective in such environments
{learning, experimentation, creativity, organizational flexibility and
access to local knowledge).

Development interventions should commence as small-scale ‘ex-
perimental projects’ searching for solutions to local problems that are
appropriate to available levels of resources and technological capacity
and that can be replicated elsewhere. It may take many years of
experiment before such projects begin to produce results. In many
cases they may fail and need to be closed down, However, successful
experimental projects can be converted into ‘pilot projects’ that
expand the scale of operations or test the applicability of the project
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in different environments. Significant further innovation and adapta-
tion will be needed at this stage. Successful pilot projects can form the
basis for ‘demonstration projects . . . to show that new technologies,
methods, or programmes are better than traditional ones because
they increase productivity, lower production costs, raise income or
deliver social services more efficiently’ (ibid., p. 139). Such projects
are still very risky and selective redesign and adaptation will con-
tinue. Finally, for that small proportion of experiments that become
fulty-fledged, comes the process of project ‘replication and dissemina-
tion’. Simple blueprints are inappropriate as there must be careful
consideration of how to develop administrative capacity for service
delivery, which institutions should be involved (bureaucratic or
private sector), and how to ensure financial sustainability,

Rondinelli’s ideas are summarized in Table 6.1. They demand that
actors in the project process, particularly donors and financiers, shift
their focus from 3 or 5-year plans into flexible, open-ended experi-
ments “that combine planning and management and emphasize
administrative capacity-building. This is difficult for politicians and
aid agencies to accept as they are more used to promising ‘magic
bullets’ that will solve development problems rapidly. Nevertheless, it
has received some acceptance in areas such as rural development
planning (Hulme and Limcaoco, 1991) and by aid agencies, such as
Norway’s NORAD,

Participaiory rural appraisal

For the other radical critics of conventional approaches to project
planning, the key themes of adaptive administration — experimenta-
tion, flexibility, learning and creativity — are crucial, but there
remains too great an emphasis on the role of external experts,
bureaucrats and aid agencies. Instead, what is required is an
approach that permits much greater beneficiary involvement in
project identification, selection, design, implementation and evalua-
tion. This ensures that local knowledge is utilized, activities are
consistent with local resource endowments (human, organizational,
material and financial} and that the project process contributes to the
‘empowerment’ of disadvantaged groups. Such approaches have been
spearheaded by the work of a large number of local, national and
international NGOs as described by Robert Chambers (1993, p. 97,
and 1994}. The International Institute for the Environment and

Development (IIED) has played a key role in protnoting the most
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TABLE 6.1

Rondinelli’s framework for adaptive administeztion

of developmaent projects

Project type or stage

Experimental Pilot Demonstration  Replication or
: produaction
Uninawns Problem or '
or design objective
problems  Possible
alternative
solutions ‘
Methods of Metheds of
analysis or analysis or
implementation  impleméntation
Appropriate Appropriate -
technology technology
Required inputs
OF résourcesy
Adaptability to  Adaptability
loca) conditions
Transferability or  Transferability
replicability Replicability
Acceptability by Acceptability Acceptability

local

populations
Dissemination or

delivery systems

Dissemination or
delivery systems

Dissernination or
delivery systemns

Dissemination or
delivery systems

Large-scale
production
technology

Higher Lower
P"f’aﬂfﬂ' -==-~ Uncerbingy,andvik ____________
sty

Political vulnerability
Innovativenesss
Addition to existing knowledge
Need for creative knowledge

Source:  Rondinclli, D, A. (1993) Development Profects as Policy Experiments: on Adaptive Approack
{0 Development Administration, Ind edition {London: Routledge), p. 120,
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widely known approach, participatory rural appraisal {PRA),
through its training activities and its Participatory Learning and
Action Notes (PLA Notes) bulletins, Debates about how PRA should
be properly done are manifold. Here we can provide only a simple
illustration of the key elements.

Usually 2 PRA exercise is initiated by a trained NGO worker who
hag been in a village for some time, S/he arranges with villagers for a
2- or 3-day period to be devoted to the exercise. There is an initial
briefing in which it is emphasized that PRA is a means by which
villagers can systematically analyse their problems, explore possible
solutions and draw up a plan of action. Then, villagers (sometimes as
a full group sometimes in small sub-groups) produce a map of their
village and its resources based on their knowledge. They usually draw
it in sand or dirt with symbols {seeds, old cans, sticks and pebbles)
representing local features. During this phase, villagers discuss issues
such as which of their resources are over-exploited or under-utilized.
On’ the map, villagers identify individual households (by number,
letter or symbol).

The next stage is wealth ranking, where the villagers’ first task is to
agree on a categorization for wealth (e.g. very wealthy, secure, poor,
vulnerable). They continue by debating which category is appro-
priate for which households. During this stage they identify those
families that are in greatest need of additional income or welfare
services. Probably on the second day, they establish (again through
village-led discussions) what are the main priorities for the village in
terms of problems to be tackied or opportunities seized. A matrix of
agreed problemsfopportunities is drawn up and then, by a simple
technique known as pair-wise ranking (Mascharenhas, 1991}, villa-
gers compare problems/opportunities and through discussion reach a
consensus on their prioritization,

In the final stage, usually the third day, villagers agree on a plan of
action to tackle priority problemsjopportunities. If the process is
successful then they will have identified possible local projects,
appraised them and agreed on the initial phase of ap adaptive
implementation. The plan of aciion will be ‘owned’ by the villagers.
The NGO worker will have encouraged discussion and explained
simple techniques but will not have intervened by providing advice or
opinions (for a critical discussion of ‘who’ participates in PRA see
Mosse, 1594).

Major attempts are presently underway to train public servants in
the use of PRA in countries such as India, Kenya and Sri Lanka. The
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number of agencies claiming to have adopted PRA is rapidly
expanding but opinions remain mixed about whether local-level
bureaucrats can take on the dramatic behavioural changes entailed
in such a strategy,

While debate about the relative strengths and weaknesses of
conventional project planning, adaptive administration, participa-
tory appraisal and other methods: remains heated, a number of
lacunae around which agreement is occurring can be identified. Most
planners will now agree that there is no optimal approach to project
planning. The approach that is most appropriate in a specific case
will depend on the objectives and the context. Increasingly, project
planning is recognized as requiring a ‘menuw’ of methodelogies in
which the very earliest stage of the project cycle involves the selection
of the specific approach (or mix of approaches) that is to be utilized,
For high specificity objectives in stable environments {such as build-
ing a road in a politically stable middle-income eountry}, a conven-
tional approach may be best. However, for low specificity objectives
in unstable, low information environments {such as poverty-allevia-
tion in a semi-arid area of a low-income country), more experimental
and participatory approaches are most likely to achieve develop-
mental poals.

Conclusion: planning in the real world

The great faith that was placed in national and project planning in
earlier times has collapsed. But this does not mean that planning
needs to be thrown on the scrap-heap. Rather it calls for new and
more effective ways to plan that fully recognize that planning is a
real-world, and not an ideal-world, practice. The approaches used for
planning must recognize that knowledge is often limited, information
only partially available, uncertainty and risk considerable, analytical
capacity is a scarce resource and that planning is inherently a
political process. -

For national planning this means that attempts to control the
national economy, as though it was a well-understood machine, must
be put aside. Instead, the focus should be on managing a limited
number of macrotconomic policies effectively; programming public
investment on a medium-term view to ensure that the essential
physical and social infrastructure (on which private-sector activity
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is dependent) is developed; and, strengthening the annual budgetary
process.

For project planning it entails the recognition that there is a menu
of methodologies (for details see Gosling and Edwards, 1995) from
which a choice appropriate to specific objectives and contexts must be
made. A greater concern with implementation and intended bene-
ficiary participation is likely to yield dividends well beyond those that
will be produced by increasingly sophisticated but irrelevant quanti-
tative analysis. In an uncertain and rapidly changing world ‘acting
out’ approaches to societal problem-solving have much to recom-
mend them despite the intellectual appeal of pretending that groups
of technical specialists can ‘think through’ such problems.



7

Decentralization within
The State:
Good Theory but Poor

Practice?

A major obstacle to the effective performance of public bureaucracies
in most developing countries is the excessive concentration of deci-
sion-making and authority within central government. Public sector
institutions are commonly perceived to be geographically and socially
remote from ‘the people” and to take decisions without knowledge or
concern about actual problems and preferences. The popular remedy
for such centralization is decentralization, a term which is imbued
with many positive connotations — proximity, relevance, autonomy,
participation, accountability and even democracy. So great is the
appeal of decentralization that it is difficult to locate a government
that has not claimed to pursue a policy of decentralization in recent
years. It has currency across the ideological spectrum, and leaders
from Khartoum to Kathmandu have made many declarations of
their intent to promote decentralization, They receive support, and
sometimes technical assistance from multilateral and bilateral aid
agencies,

In reality, all national leaders have no choice but to decentralize
some decision-making and authority. Total centralization {all
authority being vested in a single individual who takes all decisions)
is infeasible even for the most efficient autocrat in a micro-state. The
needs of the modern state to provide some services to at least part of
its citizenry, to exercise political control over its territory and to
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bolster its legitimacy require that a degree of authority is delegated
and some decisions are made outside of the political and adminis-
trative centre. In consequence, all systems of government involve a
combination of centralized and decentralized autherity. However,
finding a combination of central control and local autonomy that
satisfies regime needs and popular demands is a persistent dilemma
for governments. Centralization and decentralization are not attri-
butes that can be dichotomized: rather they represent hypothetical
poles on a continuum that can be calibrated by many different
‘indices. The potential number of indices and difficulties of gathering
relevant data and aggregating it have meant that the objective
‘measuring’ of decentralization has eluded analysts (Smith, 1985),
Can we even provide an adequate definition for the term?

The meaning of decentralization

Various writers have proposed very different meanings for the term
decentralization and much ambiguity surrounds the concept. Our
purpose here is not to proclaim the superiority of one meaning over
others but to ensure that the reader is fully aware of the different
usages that may be encountered and of the definition that is adopted
in this chapter.

Most authors are agreed that decentralization within the state
involves a transfer of authority to perform some service to the public
from an individual or an agency in central government to some other
individual or agency which is ‘closer’ to the public to be served. The
basis for such transfers is most often territorial, that is grounded in the
desire to place authority at.a lower level in a territorial hierarchy and
thus geographically closer to service providers and clients, However,
transfers can also be made functionally, that is by transferring authority
to an agency that is functionally specialized. Such transfers of
authority are of three main types. The fisst is when the delegation
is within formai political structures (for example when the central
government delegates additional authority to local government); the
second is transfer within public administrative or parastatal struc-
tures (for example from the headquarters of a ministry to its district
offices}; and the third is when the transfer is from an institution of the
State to a non-state agency (for example when a parastatal national
airline is sold off to private shareholders).
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If these distinctions are accepted then we can combine them to
recognize six main forms that policies of decentralization might
pursue (see Table 7.1). This helps us to explore the major concepts
that have been presented as decentralization. [t should be noted that
reality is often somewhat more complicated as hybrids and *mixed
authorities’ can cccur (for example when a council is established in
which both elected representatives and public servants have voting
rights).

If the transfer of authority from central government to a decen-
tralized agency is to be effective then it must be matched by a transfer
of responsibility; that is, the decentralized agency must provide the

TABLE 7.1
Forms of decentralization
Nature of Delegation Basis for Delegation’
Territorial Fonctiona
Within formal pelitical Devolution Interest group®
structures {political representation

decentralization, local
government, democratic
N decentralization)

Establishment of
parastatals and quangos®

Deconcentration
{administrative
decentralization, field
administration)

Within public
administrative or
parastatal structures

From state sector to
private sector

Privatization of devolved
functions (deregulation,
contracting out, voucher
schemes)

Privatization of national
functions {divestiture,
deregulation, economic
liberalization)

"In this study, geographical decentralization,
capital city or the transfer of parts of k
the capital city, is not included. Th
relocation not delegation.

*This form has not received

other forms.

®Rondinelli and his associates
form ‘delegation’. However,

such as the establishment of a new
eadquarters offices to locations outside of
is is because such activities merely involve

as much attention from writers on decentralization as

decentralization are, at least in theory, delegations.

Source.

{(London: Heinemann).

This table has been develo

this is somewhat co:

{e.g. Rondinelli and Nellis, 1986) often call this
nfusing as all forms of

ped from an idea presented in G, Hyden

(1983) No Shortcuts to Progress: Afvican Development Management in Perspective
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particular function(s) for which it now has authority, This will entail
the creation of additional or new modes of accountability by which
the decentralized agency accounts for its performance to a higher
authority. When authority is delegated by devolution, a typical
accountability mechanism is local elections in which the local popu-
Jation is ultimately the ‘higher authority’. With deconcentration the
additional accountability mechanisms are usually within the bureay-
cracy, although ultimately a minister or national leader may be seen
as being accountable to naticnal political institutions for the decon-
centrated actions and performance. When authority is transferred to
parastatals and quangos, accountability mechanisms, although often
specified in legal documents, become somewhat diffuse. For example,
is it the parastatal’s board which is ultimately responsible for
performance or is it the minister who appoints the board?

It must be noted that decentralization does not imply that all
authority should be delegated. The central government must retain a
core of functions over essential national matters and ultimately has
the authority to redesign the system of government and to discipline
or suspend decentralized units that are not performing effectively.
How extensive this core of central government functions should be
remains a major ideological and intellectual debate of the late
twentieth century. Many analysts believe that the six forms of
decentralization identified in Table 7.1 have differing degrees of
validity. Decentralization ‘purists’ regard devolution, the transfer of
authority to sub-national governments electorally accountable to
sub-national populations, as the only authentic form of decentraliza-
tion. All other forms are held to involve more concentration of power
than democratic local government and, when judged against this
ideal, are interpreted as exhibiting degrees of centralization. Promi-
nent amongst these ‘purists’ are Mawhood (1983) and Alderfer
(1964) who argue that deconcentration, interest group representation
and the establishment of parastatals may concentrate authority in the
hands of 2 small group of bureaucrats and/or their political masters at
the national level and do not enhance accountability in the way that
devolution can.

For a much larger group of commentators {Bryant and White,
1982; Commonwealth Secretariat, 1985; Fesler, 1965; Maddick,
1963; Smith, 1985) decentralization is seen as referring to both
devolution and deconcentration. Smith (1985, p. 1) characteristically
defines the term as ‘the delegation of power to lower levels in a
territorial hierarchy, whether the hierarchy is one- of governments
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within a state or offices within a large-scale organisation.’ Thus,
decentralization refers to territorially-based delegation and not to
purely functionally-based delegation, It is this definition that js used
in this chapter, RS

This definition would be too narfow for Rondinelli, a prokific
writer on decentralization in the 1980s. In his early work Rondinelli
(1981) included parastatals, and particularly regional development
authorities, within the meaning of decentralization, The previous 25
years had witnessed the establishment of parastatal agencies with gay
abandon in most developing countries, However, in the 1990s, with
governments divesting themselves of parastatals as fast as they can, it
makes greater sense to discuss such entities separately, and particu-
larly in terms of privatization policies, in Chapter 8. _

This finickiness would dismay Rondinelli, and his associates, for as
the 1980s have progressed he has extended and reprioritized the
institutional forms that he recognizes as decentralization. By the mid-
1980s, his meaning of decentralization also incorporated the replace-
.ment of state agencies by private businesses and non-profit organiza-
tions (Rondinelli and Nellis, 1986); by 1989, privatization . was
presented as the first option amongst forms of decentralization
(Rondinelli, McCullogh and Johnson, 1989); and by 1990, a discus-
sion of decentralization policy in Senegal dealt with deregulation and
privatization, or what economists more commonly term economic .
liberalization (Rondinelli and Minis, 1990). Devolution and decon-
centration are discussed basically in terms of their contribution to
facilitating liberalization, and the central feature of decentralization
policy appears to be defining 2 minimalist role for the state, rather
than reassigning authority within the state. This led Slater (1989,
p- 519) to argue that the promotion of decentralization is currently a
means of pushing forward ‘the angel of privatization’ under the guise
of a pre-existing policy label, .

Conyers (1990) has become so confused by the differing usages of
the terms decentralization, deconcentration, devolution and local
governmert, and the extraordinary diversity of decentralization
practices between countries, that she suggests the abandonment of
these labels. Instead analysts should provide a detailed specification
of the case they are studying, or the normative model they are
advancing, in terms of five dimensions (see Conyers, 1990, p- 20,
for details). This permits the recognition of a much wider variety of
forms of decentralization, making it more feasible to explore the
relationships between variables and Judge whether comparisons are
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appropriate. It is a cumbersome prescription, but may be wise advice.
Serious scholars have long recognized that ‘generalisations are part-
cularly treacherous in this field’ (Bird, 1990, p. 280) and that
attempts to directly compare one decentralization with another can
often be superficial and have little social scientific validity and
produce little of practical value,

Why decentralize?

A formidablé battery of theoretical arguments can be deployed to
make the case that greater decentralization within the state will assist
poorer countries to develop more rapidly. Rondinelli (1981) cites 14
specific benefits that may accrue from decentralization. Third World
politicians have used a combination of these factors at times to
present decentralization as a panacea for all manner of problems,
These claims have their foundations in normative theories of politics,
management and economics. '

A primary source of support for decentralization comes from
classical liberal democratic political theory, such as the work of John
Stuart Mill, and sees both national and local level benefits arising
from devolution and mass participation in formal political structures
at a local level. Smith (1985, pp. 18~30} categorizes the benefits of
democratic decentralization into six main forms {Table 7.2).

‘The first two of these arguments, political education and training
political leaders, were significant elements of the former colonial
powers’ swan song, but they are now rarely heard. The third and
fourth, relating to political stability and political participation, are
the most commonly cited political benefits that contemporary na-
tional leaders claim for decentralization. The latter two, account-
ability and responsiveness, are also often cited, though they overlap
with justifications deriving from theories of public administration and
management that see decentralization primarily in terms of enhan-
cing the technical efficiency of service delivery,

The public administration and management frameworks are much
less concerned with devolution and political participation and focus
more on delegation within organizations and coordination between
organizations. They argue that decentralization will lead ta better
decision-making and hence greater efficiency and effectiveness on the

following grounds:
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TABLE 7.2
The benefits of democratic decentralization

L. Political education teaches the mass of the population about the role of political
debate, the selection of representatives and the nature of pulicies, plans and
budgets, in a democracy.

2. Training in political leadership creates a seedbed for prospective political leaders
to develop skills in policy-making, political party operations and budgeting
with the result that the quality of national politicians Is enhanced.

3. Politizal stability is secured by participation in formal politics, through voting
and perhaps other practices (for example active support of a party) which
strengthen trust in government so that social harmony, community spirit and
political stability’ are achieved. In addition, a mechanism is created to .
prepare the masses for the profound sociat and economic changes associated
with development.

4. Political equality from greater political participation will reduce the Jikelihood
of the concentration of power. Political power will be more broadly
distributed thus making decentralization a mechanism that can meet the
needs of the poor and disadvantaged.

3. Accountability is enhanced because local representatives are more accessible to
the populace and can thus be held more closely accountable. for their policies
and outcomes than distant national political leaders (or public servants). A
vote at local elections is a unique mechanism for the populace to register its
satisfaction or dissatisfaction with the performance of representatives,

6. Responsiveness of government is improved because Jocal representatives are best
placed to know the exact nature of local needs and how they can be met in a

cost-effective way.

Source: A summary of thé writing of B, C. Smith (1985) “Decentralization: the
Yerritorial Diversion: of the State (London: George Allen & Unwin), pp. 18-30.

. Locally specific plans can be tailor-made for local areas using
detailed and up-to-date information that is only locally available.

2. Inter-organizational coordination can be achieved at the local level.

3. Experimentation and innovation, fostered by decentralization in-
creases the chances of more effective development strategies being
generated, and subsequently diffused.

4. Motivation of field-level personnel is enhanced when they have
greater responsibility for the programmes they manage,

5. Workload reduction at agencies at the centre of government will
relieve them from routine decision-making and give them more
time to consider strategic issues so that the quality of policy
should improve.
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Using public choice theory, economists have reached similar con-
clusions about the potential of decentralization. Sophisticated analy-
tical frameworks have been developed to make this case but the basic
contention is that ‘under conditions of reasonably free choice, the
provision of some public goods is more economically efficient when a
large number of local institutions are involved than when only the
central government is the provider. . . a large number of providers
offer citizens more options and choices® (Rondinelli, McCullogh and
Johnson, 1989, p. 59). Such competition promotes efficiency. Both
supply-side and demand-side benefits are held to arise from institu-
tional pluralism (Smith, 1985, pp. 30~7). While these propositions
are held to have broad applicability, most empirical work has focused
on municipal systems in the sophisticated and relatively wealthy
context of North America.

Proponents of decentralization policies can Justify their position in
terms of political, administrative and economic theories. Rarely,
however, do they consider the counter-arguments that can be made
against their case. For example, if we drop the assumptions of a
benevolent state, reasonably dispersed political power and social
harmony that underpin theories of liberal democracy, then it may
be argued that decentralization could fuel regional identities, intensify
forces for secession and create political instability; or, a local 8lite
might capture decentralized structures and consequently use them to
meet its own narrow interests rather than those of the mass of the local
populace. The claims for increased technical efficiency by manage-
rialists can be countered by arguments that locally-made plans may
be inconsistent with resources and national policies; differences in
local plans and provision will generate regional inequalities; a large
number of local units means that more resources must be devoted to
administrative coordination and auditing; shortages of trained man-
power will lead to decentralized agencies being staffed by incompe-
tents; poor areas and poor people may even get relatively poorer.

Similarly, the propositions of public cheice theorists are open to
attack over the issue of externalities between locales, For example, a
council may tax local residents so that it can provide parks, but these
may be used by non-residents from neighbouring areas who are not
paying for this service. In addition the unit costs of tax collection by
local authorities are far greater than those of central government
(Bird, 1990, p. 280).

Se far, we have looked at the reasons for decentralization from a
normative stance. This permits the exploration of the potential



Decentralization within the State 159

benefits and disbenefits of decentralization but as such institutional
choices are made ‘neither to maximize democratic access to govern-
ment nor to provide public services as efliciently as possible’ (i4id.)
they shed little light on the specific decisions taken by gevernments
and national leaders. Commonly, thése are seen as being taken in
relation to pragmatic political concerns such as the need to respond to
ethnic or religious separatism, to strengthen the incumbent regime’s
legitimacy or to serve the direct selfiinterest of these who hold
political power. Such analyses have a variety of conceptual bases
that are descriptive rather than normative, They include Marxist,
neo-Marxist and élite theories as well as the more eclectic frameworks
of public policy analysis. In such analyses decentralization policy is
usually viewed as a tool that is cynically deployed by the holders of
political power to maintain their control and achieve their narrow
objectives,

Recognizing this gulf between normative theoretical propositions
and empirical analyses grounded in descriptive conceptual frame-
works aids the understanding of the many paradoxes that are
encountered in the study of decentralization. For example, how
policies that claim to provide greater local autonomy can give greater
central control or how talk of improving managerial efficiency can be
interpreted as a strategy for restructuring the polity. ‘Such changes
may be presented and debated in the technical language of admin.-
istrative efficiency or constitutional principles, but they reflect the
outcome of conflicts of interest between groups in society which feel
they have something significant to gain or lose’ (Smith, 1985, p. i}.

Devolution and deconceniration

Having identified devolution and deconcentration as the main forms
of territorial decentralization within the state jt is necessary to
consider some of their features in more detail before reviewing the
recent practice of decentralization in developing countries.

Devolution

The devolution of power to sub-national units of government is seen
by many as +*he ideal form of decentralization as it combines the
promise of local democracy with technical efficiency. Sub-national
governments include local governiments, local authorities, district
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councils provincial governments and state governments. They vary
enormously in size both between and within countries {from a few
thousand people to tens of millions); they can be single-tier or
multiple-tier; and, their responsibilities may range from a large
number of important functions to a few minor functions.

The classical model of devolved local government was advocated in
the 1950s and 1960s as the blueprint that newly-independent coun-
tries should pursue (Hicks, 1950; Maddick, 1963). It has five main
features (Mawhood, 1987, p. 12).

17 It should be a local body that is constitutionally separate from
central government and responsible for a range of significant
local services.

2. It should have its own treasury, budget and accounts along with
substantial authority to raise its own revenue,

3. Itshould employ its own competent staff who it can hire, fire and
promote.

4. A majority-elected council, operating on party lines, should
decide policy and determine internal procedures.

5. Central government administrators should serve purely as ex-
ternal advisors and inspectors and have no role within the local
authority.

Proponents of the classical model appreciate that this is a long-term
task. Thus, Maddick saw the need for the evolution of such systems.
Initially, local services might be delivered by the bureaucracy
according to central policies; subsequently, a local authority would
manage these functions under strong guidance from central govern-
ment administrators; finally, and following the build up of capacity,
local government would be given more authority and a higher degree
of autonomy. Serious attempts to implement the classical model have
been few and far between, however, and most decentralizations have
ensured that there is considerable central government influence and
control over sub-national government (Ranis and Stewart, 1993).

Deconcentration

All developing countries operate administrative structures that dele-
gate responsibilities for functions within specific territories to field-
level civil servants. This is termed deconcentration, It is important to
note that while such systems decentralize decision-making and power
from the headquarters of the administrative system,.the delegation of
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powers is to an official appointed by and accountable to central
government rather than to a representative of the local community
who is accountable to that community. Thus, deconcentration can
pursue the objective of technical efficiency leading to greater effec-
tiveness but not popular participation.

Although some writers on public administration give the impres-
sion that choices about field administration are made on the basis of
managerial parameters and are apolitical, decisions to deconcentrate
are, in fact, highly political. Firstly, the political interests of those who
control state power are often the prime concerns when central
governments opt to transfer authority to field administrators, rather
than to local governments. Secondly, field administrators commonly
perform political duties for the central government. These include the
maintenance of political stability, the obstruction of opposition
political groupings, ensuring that the decisions of sub-national autho-
rities follow central policies and monitoring the political loyalties of
field staff and others (Smith, 1985, pp. 147-51).

The design of field administration systems differs from country to
country, but Smith (1985, pp. 151-5) provides a useful framework for
considering specific systems. He recognizes three main options: func-
tional systems, integrated prefectoral systems and unintegrated pre-
fectoral systems.

Functional systems

In these ‘the senior representatives of the state bureaucracy in the
provinces are in charge of functionally specific state services, such as
education, health, industrial development, or agricultural extension
work’ (ibid., p. 152). Coordination is envisaged as occurring at
central or regional levels and there is no general representative of
central government at the field level. Functional systems emphasize
vertical communications, technical expertise, specialization and uni-
formity of service provision. .

Integrated prefectoral systems

These place considerable power in the hands of a general representa-
tive of the central government, for example the prefect or district
governor. The prefect is responsible for good government within his
(her is almost unknown) territory, is the superior of all other civil
servants within the territory and the chief executive of the local
authority. Such a design allocates political functions to the field
administration thus limiting the autonomy of sub-national govern-
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ment. It emphasizes coordination above specialization, and has been
commonly associated with tensions hetween generalist and specialist
administrative cadres.

Unintegrated prefectoral systems
These involve a prefect, but vest much Jess power in that individual,
He/she is usually responsible for departmental coordination, but js
not the administrative superior of the senior technical officers in the
territory. Similarly, the prefect advises but does not direct the local
authority. Such a model attempts to achieve a matrix management
system involving both vertical and horizontal communication.
While developed countries, such as the UK and USA, have
demonstrated a marked tendency for functional systems, developing
countries have, with a few exceptions, adopted prefectoral systems.
Former French colonies have commonly pursued the integrated
prefectoral approach, whilst former British colonies have opted for
unintegrated prefectoral systems (though often with a strong prefect).
Although historical precedent’ may explain this in part, it also
indicates a marked preference on the part of central governments
and national leaders to pursue decentralization through deconcen-
tration rather than devolution.

Decentralization in practice

Ini this section we review the practice of decentralization in develop-
ing countries. Practice turns out to be far more complicated than
theory might suggest, and in many cases combinations of devolution
and deconcentration are found in a variety of ‘mixed authorities’,
that is bodies in which both public ervants and elected representa-
tives share authority. Determining whe actually holds power in such
instances is difficult, but it is evident that in most developing nations
there are considerable forces (historical, ideological and class-based)
that faveur centralization whilst espousing decentralization.

Africa

In Africa, the colonial governments that carved states out of the
indigenous political structures favoured central control. To assert this
control and to introduce their policies both the British and French
operated field administrations that concentrated decision-making
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power in the hands of a non-indigenous, centrally-appointed officer;
the chef de commune or the district commissioner (DC). There was
minimal interest in devolving power to local representatives as, at
least during the, nineteenth century and early twentieth century, the
colonial ideology defined Africans as lacking the intellectual appara-
tus for modern governance. The DC or chef de commune ensured that
law and order were maintained and commonly performed a set of
political, administrative and judicial roles,

The Second World War had a profound impact on the attitudes of
colonial powers. For Britain, this is best illustrated by the Colonial
Office’s ‘1947 dispatch’ which sought to introduce an ‘efficient and
democratic system of local government’ to its possessions. In some
territories, such as Kenya and Southern Nigeria, this meant building
on carlier experiments. In others, such as Lesotho and Nyasaland
(now Malawi), it meant starting from scratch, The policy envisaged
the gradual evolution of local government and, at least during the
initial phases, the DG would play a prime role in tempering local
autonomy with central oversight by tutoring, advising and inspecting
local authorities. The colonial power feared that too much autonomy
would lead to inexperienced managements wasting resources and
would generate undesirable political demands, such as calls for
decolonization. As nationalist movements developed and identified
local government processes as one arena for the pursuit of indepen-
dence, then the evolutionary approach of the Colonial Office came
increasingly under attack.

The attempt to establish local governments on the British model
were curtailed in the 1960s as African nations became independent.
The national leaders of these new states faced a quite different set of
problems than had their colonial masters, and had a much more
ambitious goal to pursue — development. Uppermost in many of their
minds was the need to create a national identity and to introduce a
national planning system (see Chapter 6 for a discussion). Popular
participation in local authorities was perceived as having the poten-
tial to unleash micre-nationalist political forces, whilst decentralized
planning ran counter to the notions of efficient planning structures
peddled by aid agencies, academics and technocrats.

Hyden (1983), Wraith (1972) and Kasfir (1983) have analysed the
African experience and argue that under the banner of decentraliza-
tion, the 1960s and 1970s actually witnessed the clawing back of
power by the centre with attempts to exert even greater central
control over local decisions (for example, by state-controlled coop-
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erative movements). In Kenya during the 1960s, District Develop-
ment Committees (DDCs) were established and then were comple-
mented by District Development Advisory Committees (DDACGs) on
which local representatives sat. This placed local authorities in the
position of being advisory to an advisory board, as decision-making
powers were not delegated to the DDC. “The structures of field
administration were expected to be clearly dominant’ (Wallis,
1990b, p. 439). Later in the decade, the three major functions of
local government (primary education, health and roads) were trans-
ferred to central government as was the council’s major source of
revenue. The switches to the Special Rural Development Programme
(SRDP) in the 1970s and the District Focus for Rural Development
(DFRD) in the 1980s have emphasized deconcentration, In the
1990s, it is evident that the power and influence of Iocal government
representatives are no greater than 30 years ago.

Although the degree of devolution to local authorities at the time of
independence did differ, the extension of deconcentrated anthority at
the expense of devolved authority was a feature of the 1960s and
1970s. In Uganda, DCs were given powers to direct District Councils
(Kasfir, 1983, p. 33) and central government took the power to
appoint councillors. In Tanzania, the functions of primary education,
road maintenance and health were taken over by central govern-
ment, so that focal government had ‘no meaningful responsibilities’
{Hyden, 1983, p. 89). Nigeria saw its local councils dissolved by the
central government and the appointment of committees of manage-
ment to run their affairs. In a similar fashion, devolved authorities
withered or were dissolved in Senegal, Guinea, Ivory Coast, Zairé
and Ghana (Kasfir, 1983, p. 32). In Lesotho, the ‘parliament abol-
ished local government in 1968 (Wallis, 1990a, p. 129),

Although the claim has been made that Africa experienced a
second round of decentralization (Kasfir, 1983; Conyers, 1982) in
the late 1970s and early 1980s, there is little evidence that recent
policies have significantly reversed the post-independence trend.
Zambia’s 1980 decentralization initiative gives local authorities mere
powers but has restructured their memberships so that appointed
members now dominate. Efforts to devolve power in the Sudan, and
fend off civil war, have been superseded by a military government
that is strongly centralist and that seems content to let the bulk of the
country slide into chaos and immiserization. At times during the
1980s and 1990s, domestic and international NGOs have substituted
for government across large areas of the country. In parts of Africa,
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NGOs have become a de _facto ‘decentralization by default’ (Davis,
Hulme and Woodhouse, 1994). The weakness of the state in Africa, in
terms of both legitimacy and capacity, has fostered three decades of
attempts by regimes to control rural areas by deconcentration.

Asia

In Asia, there has been a tendency for independent governments to
prefer delegating power within the public service rather than to
locally elected authorities. There has been much rhetoric ‘about
participation and local autonomy ‘but central governments have
Jjealously guarded their power. -However, the processes, contexts
and chronology of these events have been very different from Africa.
Municipal authorities, with elected representation; functioned in
several major urban areas in South Asia by the late nineteenth
century and the Ripon Mandate of 1882 showed an optimism about
the feasibility of local self-governance, Decades before independence,
nationwide village panchayats operated in India: The concept of self~
government in local affairs, however poorly implemenied, existed in
colonial India long before independence. However, the Collector (the
equivalent of Africa’s DC) remained the dominant figure in local
decision-making and held sway over village panchayats and district
boards (Friedman, 1983).

This remained the modus operandi after independence, until the
success of the Etawah project led to a new emphasis on local
government through the Community Development Programme
(CDP). However, as a national level programme the CDP failed to
achieve its goals (Hulme and Turner, 1990) and when it was
abandoned a three-tiered system of local government, the panchayati
raj, was introduced across the country. This involves directly-elected
village panchayats, an indirectly-elected panchayat samiti (block level)
and an indirectly-chosen zilla parishad (district level) (Friedman,
1983, p. 87). Performance has varied considerably and although
many have allegedly failed to carry out their delegated functions
(Khanna and Bhatnagar, 1980) there have been some notable
achievements in Karnataka (Crook and Manor, 1994} and also
Gujerat and Maharashtra, _

Pakistan shared a common colonial heritage with India, and
President Ayub Khan’s Basic Democracies had a number of features
akin to the panchayati rgj. The system was instigated under martial
iaw, however, and the initially elected representatives had little
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public legitimacy. Subsequent military governments have favoured
the centralization of power and the system ‘has fallen into relative
neglect . . . local government is essentially seen as an arm of the
central ministries’ (Friedman, 1983, p. 38). Bangladesh pursued
the Basic Democracies system until it achieved independence from
Pakistan in 197). A series of decentralizations has followed, most
notably the Upazila system introduced by the Ershad regime in 1982
(Siddiquee and Hulme, 1994). It was supposed to devolve power to
local-level. Union Parishads and. Upazila Parishads, but its record is
ambiguous. Although funding for these-local councils improved,
around 40 per cent of resources were stolen and local accountability
did not improve as elected representatives found that patron-client
links to central government were of most personal significance (Crook
and Manor, 1994).

Sri Lanka continues to struggle with the question of how ‘new’
decentralization policies might give its Tamil population sufficient
autonomy to placate secessionists. Having spent a decade building up
its capacity to plan at the district level it recently switched to a
provincial planning system and then a divisional (sub-district) ap-
proach. Thailand and Indonesia, both countries in which there is
considerable military influence, have adopted the mixed authority
approach that permits central controls whilst creating an irapression
of some local autonomy and participation, The Philippines is the only
Southeast Asian country to promote any significant devolution. This
is being pursued through the 1991 Local Government Code which
allocates additional functions to locally elected bodies and provides
for wide participation. Implementation is likely to be bedevilled by

many problems.
Latin America

The fundamental contention of a 1980s review of decentralization in
Latin America remains valid, that ‘the concentration of decision-
making within central government ministries, often referred to as
overcentralization, is a fundamental characteristic of Latin American
governments’ (Harris, 1983, p. 183). Devolution to local authorities
has been rare and typically there is a predominance of central
governnent agencies operating at the local level. Dissatisfaction with
the performance of central ministries led many Latia American
nations, such as Brazil and Mexico, to spawn a vast nomber of
decentralized agencies or parastatals, outside of direct ministry
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control, during the 1950s, 1960s and 1970s. These are now perceived
to suffer from serious problems of control and coordination which are
being addressed through policies which assume a sectoral or regional
focus. Harris perceives these as further centralization. The redeme-
cratization of Latin American nations may create new opportunities
but there is an historical legacy of centralist attitudes and interests
from both politicians and bureaucrats that must be overcome before
devolution will become a serious option,

The South Pacific

Decentralization policies have played a significant role in South
Pacific nations (Larmour ef al.,, 1985). This is partly for pragmatic
political reasons such as geographic and ethnic fragmentation, but
also reflects the fact that they were late to achieve independence.
Most acquired this status in the 1970s when one of the lessons of
African and Asian statehood was'to aveid overcentralization of
political and administrative power. ‘Indeed, Papua New Guinea
{Box 7.1} embarked on one of the developing world’s most radical
decentralization programmes soon after independence. The results of
this experiment have howevér been mixed and between 1992-5
successive national governments have either tried to z2bolish provin-
cial government or at least to recentralize certain functions. Is
decentralization, as Michael Somare, the Prime Minister whose
government introduced the policies stated, ‘good theory but poor
practice?” (quoted in Standish, 1983, p. 236).

The performance of decentralization policies

Previous sections have made passing reference to the performance of
decentralization policies. In this section we look in more detail at the
results that have been achieved. Two general points about the
literature on this topic must be noted at the outset. First, many
commentators refer to performance in terms of a limited set of
indicators without explaining why other indicators are not selected.
Particularly common is the managerialist perspective in which
policies are evaluated in terms of the efficiency. of*service delivery.
Clearly such measures are important, but consideration should also
be afforded to political impacts such as the strengthening of national
unity or greater public participation in decision-making.
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BOX 71
A case study of devolution: decentralization in Papua New Guinca

The Australian colonial authorities governed Papua New Guinea in a ceniralized
fashion in which the feld administration played a pivetal role. Local
governments were first introduced in the 1950s but as scif-government drew
near there was an accelerated attempt to establish and make effective, small-scale
local governments. In most rural areas these performed poorly. The nation’s
indigenous leaders were sympathetic to notions of decentralization but vague
about the form this might take and the timing, until the iland province of
Bougainville unitaterally declared its independence, two weeks before Australia
relinquished controt of Papuz New Guinea in September 1975, After a tense
period of negotiations and threats Bougainville rejoined Papua New Guinea, as
the North Solomons Province, and a constitutional amendment provided for
nationwide provincial government based on the concessions granted to the
would-be secessionists.

Elected provincial governments were established in cach of the country’s 19
provinces by 1979, These had legisladve powers over provincial and concurrent
functions, drew up an annual provincial budget on the basis of local taxes and
central grants, designed provincial plans and oversaw the operations of 70 per
cent of the country’s civil servants. Considerable administrative disruption was
associated with the switch to devolved government. Rancorous petty-politicking
rather than coherent policy, responsive administration and accountability often
characterized provincial government. The impact of decentralization has varied
from province to province, but jts developmental performance has fallen well
short of what proponents of the strategy had claimed and much disilluxionment
set in. Even the daim that decentralization had succeeded politically by
maintaining the nation’s territorial integrity is now highly questionable as a
secessionist movement led to central government withdrawal from the North
Solomons. Somare, the Prime Minister who took the decentralization bills
through parliament, later proposed a national referendum to see whether the
popuiace wished to abolish provincial government. Recent national governments
have moved to abolish provincial governments or recentralize some functions.

Frovincial government politicians have resisted and reduced the recentralizing
content of & new Organic Law on decentralization which was passed by
parliament in 1995. Under the new system, the province’s member of the
national parliament becomes the provincial premier while the members of the
provincial assembly are drawn from local governments. These small bodies will
also assume responsibilities for local planning although there are doubts about
the administrative capacity of many local governments to perform hasic
management tasks,

In some circumstances a reduction in the effectiveness of service
delivery might well be an acceptable trade-off for the achievement of
a political goal. For example, the government of Sri Lanka would
willingly adopt a technically deficient service delivery system to settle
the civil war with Tamil factionalists.

Secondly, many of the commonly cited indicators are poorly
defined. For some indicators, particularly those of a political nature
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(for example enhanced political participation), precise quantification
may not be possible and ‘an informed Judgement’ (Kasfir, 1976,
p- 17) may be the best that can be achieved. For others, particularly
those relating to service provision, quantification is possible, How-
ever, very few studies of decentralization in developing countries have
taken the trouble to measure changes in characteristics such as access
to health care or quality of feeder roads,

Aside from these problems of data coverage and quality two other
difficulties arise. One is that when multiple criteria are used they may
provide conflicting evidence: for example, that more participation in
local decision-making has been achieved but that the quality of
service delivery has declined. The other is the difficulty of determin-
ing whether an observed change is due to a decentralization policy or
other factors. For example, was the decline in rural services in
Zambia in the late 1980s caused by the new decentralization policies
or did this result from structural adjustment programmes?

With these provisos in mind it is possible to group writers on the
performance of decentralization policies in terms of two propositions.
"The first proposition is that decentralization policies have produced
very limited or even negative results, often at a high cost. The second
proposition is that although decentralization policies have not proved
universally successful their achievements are significant and increase
as time passes. )

Smith (1985) typifies the first school of thought: ‘Experience of
decentralisation in less-developed countries has almost everywhere
fallen short of expectations and the declared objectives of policy-
makers’ (ibid., p. 188). The pronounced preference that governments
have shown for deconcentration and converting locally elected bodies
into mixed authorities has meant that ‘the participative quality of
decentralised institutions has been especially prone to erosion’ (zbid.}.
Even where significant devolution has occurred, as in Papua New
Guinea, the nature of political activities that has ensued has led to
villagers becoming cynical and withdrawing from political involve-
ment with the state (Standish, 1983, p. 231). Studies of local govern-
ment expenditure have concluded that the greater part goes for staff
costs and that much of this is unrelated to the provision of services
(McCullough, 1983). A large number of writers have provided
evidence of decentralization policies performing poorly (Bienen e
al., 1990; Chitere and Monya, 1989; Oberst, 1986; Hyder, 1983).

The alternative proposition, typified by Rondinelli and: Nellis
(1986), argues that despite ‘widely varying results’ recent experiences
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create a case for ‘cautious optimism’. Amongst the examples cited are
Morocco, where deconcentration has led to development funds going
to more remote areas; Thailand, where deconcentration has led to the
mounting of a successful rural employment generation programme;
Pakistan, where deconcentrated integrated rural development pro-
Jects seemed to benefit a large segment of the population; and Papua
New Guinea, where devolution has led to ‘increased participation in
decision making’ and has improved planning, management and
coordination capacities at the provincial level. There is some sleight
of hand, however, in the creation of this case for cautious optimism as
a systematic analysis of comparable indicators is not presented.
Rather, the case is based upon a limited set of examples and carefully
selected sources of information.

"Two rigorously structured and systematic attempts to measure and
compare the achievements of decentralization policies stand out from
the general literature. These are by Montgomery (1972 and sum-
marized in 1988, pp. 1-26) and Crook and Manor (1994). Montgo-
mery’s study (Box 7.2) is now almost 25 years old and focused on the
implementation of land reform policies. He concluded that the
devolved implementation of such policies performed much better
than deconcentrated implementation (which in turn performed
better than centralized administration) in terms of peasant income,
power and tenure security. Also, the devolved approach only
strengthened the power of the bureaucracy in one case, whereas
deconcentrated and centralized implementation always enhanced the
position of the bureaucracy vis-d-vis the peasantry. Analysts of
decentralization might well query whether land reform is atypical
of local service functions, being a ‘one-off rather than a continuous
service, and the definitions and measures that Montgomery adopts
for the study are open to chalienge. Nevertheless, this study provides
the most rigorous evidence that we have to date to support the
empirical generalization that ‘decentralization works’.

Crook and Manor (1994) conducted a comparative study of
devolution in Bangladesh, the Indian state of Karnataka, Ghana
and Cdte d’'Ivoire, In each case they examined whether levels of
popular participation and representation had been modified and then
identified the ‘institutional perfermance’ of the reforms in terms of
changes in effectiveness, responsiveness and institutional DProcesses,
The achievements of devolution policies were found to be very varied
and they produce a far more complex picture than Montgomery’s
study (Table 7.3).



John Montgomery utilized data from USATID's 1570 Spring Review of land
reform in 25 countries. He classified each of these cases in lerms of the
administrative process that was utilised for the implementation of reform,

@)
(ii)
(i)

Each Iand reform was assessed in terms of whether there was evidence that it had
increased peasant income, incrcased peasant power over decision-making,
increased peasant security of tenure or increased the political power of the
bureaucracy.
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BOX 7.2 ’
Decentralization and land reform

Centralized processes that relied on a single agency within the central
bureaucracy;

Decentralized processes involving deconcentration or burcaucratic phiral-
ism (the division of responsibilities among several central agencizs);
Devolution when less use was made of the professional bureancracy and

administrative tasks involved in land reform implementation.

Administrative Number  Peasants  Prasonis® Peasants’ Buresucraty

process of cases  inereased  inereated increased tenure increased political
income (%) power (R)  security (%) Bower (25 )

Centralized 9 n H 22 100

Decentralized 6 33 0 67 100

Devolved 10 80 80 100 10

The study demonstrated that the devoloed implementation of land reform
produced superior results to the decentralized (i.c. deconccntratcd) or tentralized
Processes in terms of peasant incorme, power and tenure security. The devolved
processes only strengthened the power of the bureaucracy in one case. A series of
other tabulations were used to check that this correlation did not simply reffect
regime type, motives for reform and valnerability to agrarian unrest,

Source:  Abstracted from Montgomery, J.D. (1988) Bureoucrats and People:
Grassroots Participation in Third World Development (Baltimore: Johns Hopkins

University Press).

In Karnataka, the policies were very successful at producing better
levels of service provision and a more responsive government. In
Bangladesh, improvements in service provision were observed but the
system remained biased towards the &lite, The results in Cote d’Ivoire
and Ghana were much less positive, as reflected in the responses of the
recipients of local government services. The authors conclude that the
results achieved by policies of devolution are as much a product of the
wider social and political context as they are of the nature and
features of the policy itself. Such a concluston points to the difliculties
of prescribing policies, the topic of the next section.
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TABLE 7.3

Devolution in four countries

Country Were services Were local Percentage of sample
better than authorities more  of service receivers
those provided  responsive than  who believed the

previously? previously? devolved system can

meet their need (%)
India (Kamataka) Yes Good 69
Bangladesh Yes " Medium 36
Cote d'Ivoire Yes to 1989 Poor 36
Ghana No Poor 18

Note: For India the statistics refer to the District and in Bangladesh to the
Upazila (now called Thana).

Source:  Crook, R. and Manor, J. (1994} Enbancing Porticipation and Institutional
Performance: Democratic Decentralisation in South Asic and West Africa (London:
Overseas Development Adrninismtiogl), p- 210,

Prospects and prescriptions

Both proponents and critics of decentralization strategies recognize
that intentional, as opposed to rhetorical, decentralization faces
considerable problems because of ‘the centralising tendencies which
are such a ubiquitous feature of contemporary states’ (Smith, 1985,
p- 193). National politicians are reluctant to cede power; central
bureaucracies resist the delegation of responsibilities; when responsi-
bilities are transferred there is rarely a corresponding transfer of
financial resources; and those resources that are available at the local
level are often poorly deployed by inexperienced, ill-trained and
underpaid field stafl. Added to this is the catch-22, that the socio-
economic structures of imany developing countries entail that authen-
tic decentralization policies (particularly devolutions) are likely to be
manipulated by local élites that may use decentralized power to
strengthen their position at the expense of lower-income groups:

+ - . it is conceivable, even likely in many countries, that power at
the local level is more concentrated, more elitist and applied more
ruthlessly against the -poor than at the centre . .. greater
decentralization does not necessarily imply greater democracy let
alone ‘power to the people’ — it all depends on the circumstances
under which decentralization occurs. (Griffin, 1981, p- 225)
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In the light of such problems, what policies should be pursued? Much
depends on the perspective that is adopted ‘and the cases that are
considered but it is possible to identify five main positions;

1,

Devolution: Devolve power to local authorities along classic lines.
This is the position of those who view poor performance as being
a result of national leaders lacking the ‘political will’ to introduce
policies that transfer decision-making responsibiiities to locally
elected bodies. For cxample, Chitere and Monya (1989, p. 50)
argue that Kenya should eschew jts mixed authority system, in
which national parliamentarians and civil servants have a big
say, for a ‘comprehensive local government system’. However,
such a belief in liberal democratic theory, without an analysis of
cconomic and social structures, can be interpreted as taking a
‘romantic view of decentralisation’ and failing to recognize that
‘it is not an absolute good in its own righy’ (Smith, 1985, p. 191),
Incrementalism: Proceed incrementally, learning from existing
policies but continuing the emphasis on decentralization. This
is the position of Rondinelli and Nellis (1986), USAID and the
World Bank. It is based on the arguments that centralized
planning has been discredited, that there is some empirical
evidence that decentralization can achieve desirable results but
that the complexity of the changes it requires in financial systems
and human capacities mean it must be gradualist. -
Centralization: In societies where there is pronounced rural socio-
economic inequality, development goals might best -be attained
through centralization. Slater (1989, p. 502) in his critique of the
incrementalist case points to the possibility of centralization being
preferable in many peripheral states. Huque (1986, p. 91) is more
direct and states that ‘centralized administration has its merits
and, in some cases, is more effective and economical than
decentralized administration’. Such a position can be based
partly on ideological grounds, but also on empirical evidence
from a number of countries {Alavi, 1971; Bienen et al., 1990; Ray
and Kumptala, 1987). :
Irrelevance: Related to the previous position, but perhaps more
dramatic, is the argument that decentralization policies for
centralization policies) are reaily irrelevant. These merely reflect
the status quo. Fundamental social change is required before
decentralization/centralization policies will achieve developmen-
tal goals. Hyden (1983, pp. 106-7) illustrates this position in
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claiming that ‘improvements in government performance are
dependent on the transformation of society’ and that a particular
type of dominant class must emerge in African states before
decentralization initiatives (or any other public sector reforms)
will yield benefits,

5. Contingency: The final position has its roots in the contingency
theories that are popular in management literature. According to
advocates of this position, generalizations about decentralization
policies are nonsensical and that the appropriate choice must be
determined by a careful consideration of the specific objectives
and contexts. In many ways this is the conclusion that Smith
(1985) reaches, but it is best illustrated by the work of Leonard
(1982), and more recently Moris (1991). He outlines a metho-
dology by which consideration of programme objectives and
contexts could guide an institutional designer in the choice of
organizations and types of linkages that are most likely to yield
developmental results. -

Conclusion

The decentralization policies that Third World nations have pursued
have not proven to be a panacea for making state-sponsored inter-
ventions more effective in promoting development. While much of
this shortcoming can be understood in terms of absurdly high
expectations, an additional cause has been the cynical use of the
term by many regimes. Under the banner of decentralization they
have introduced policies that concentrate power and decision-making
and weaken local arenas for political debate. Serious devolutions have
been rare, and decongentration or the establishment of mixed
authorities have been the favoured modes for Third World leaders.
Throughout the period 1940 to 1980, decentralization has been a
concept that focused on the delegation of power within the state.
However, the 1980s saw the term extended beyond the state to refer
to the market-criented policies of the new right that dominate
development policy. We examine these and their relation to public
enterprises in the next chapter, but the serious student of government
will give some thought to the question of whether including privati-
zation within the remit of decentralization is a matter of definition or

ideolegy.
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Public Enterprise
Reform: ” o
Private Sector Solutions

‘Bureaucrats are still in business’ lamented a 1995 review of public
enterprises in developing countries (World Bank, 1995b). The reason
for this pessimistic tone was that after a decade of public enterprise
divestiture and a growing consensus that governments performed less
well than the private sector in many business-type activities, the size
of the public enterprise sector remained the same — too large. The
number of such enterprises and their share of the GDP vary between
countries but as we have already noted, they provide a far greater
percentage of public sector employment than in the OECD econo-
inies and generally account for a larger percentage of GDP (see Box
8.1). They are engaged in a diverse range of activities such as steel
manufacture, tractor-making, grain milling, bakeries, crop market-
ing, the provision of public utilities, banking, airlines, hotels, oil
refining, chemicals, textiles and any other business venture in which
government has decided to become involved, While the profile of the
public enterprise sector is different for each country, the impulse to
reform Is common for all countries.

In this chapter we will briefly examine the origin of public
enterprises and then identify their many problems which have led
te the current push for reform. Examination of the various methods of
public enterprise reform will follow, with special attention being paid
to the feasibility and the desirability of these methods.

Before commencing our discussion it is necessary to establish a
working definition of what public enterprises or state-owned enter-
prises (SOEs) actually are. They can be broadly described as state-

175
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BOX 8.1
The role of public enterprises jn developing countries

1. Value added
In developing countries the share of value added from puklic enterprise
stayed constant throughout the 1980s at about 11 per cent of GDP although
in many countries the share of public enterprises in manufacturing value
added has exceeded 50 per cent of nationat totals,

2. Total investmens
In a representative sample of 14 developing countries, public enterprises
accounted for an average of 25 per cent of total investment.

3. Credit systems
It has been roughly estimated that public enterprises account for 30 Per cent
of domestic debt and 20 per cent of foreign debt.

4. Non-agricultural employment
Public enterprises acconnt for about 15 per cent of such employment in
developing countries as compared to 4 per cent in OECD countries

5. Regional variations
Thése can be considerable. At the extreme, in Algeria, Egypt and Zambia at
various times in the 1380s, public enterprises accounted for batwesn 40 and
60 per cent of GDP. In 1981, public enterprises provided 23 per cent of
formal employment in Afiica as compared to 3 per cent in Asia.

6. The poorest couniries
Available evidence suggests that the poorer the country the larger the
relative size of the public enterprise sector in the economy.

Source; Nellis, M. and Kikeri, S. (1989) ‘Public Enterprise Reform: Privatiza-
tion and the World Bank®, World Development, vol. 17(5), pp. 659-72; and World
Bank (1995) Bureaucrats in Business: The Economics and Politics of Government
"Ouwnership (New York: Oxford University Press).

owned production units which sell their output and are thus directly
involved in the market process. This contrasts with other state
activities and responsibilities such as national defence and the provi-
sion of law and order which are not marketed. Although state
enterprises assume various forms the following standard check-list is

a usefid guide:

A public enterprise is an organization which,

® is owned by public authorities . . . to the extent of 50 per cent
or more;

® is under the top managerial control of the owning public
authorities . . . including the right to appeint top management
and to formulate critical policy decisions;
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@ is established for the achievement of a defined set of public
purpaoses, which may be multi-dimensional jn character;
® is engaged in activities of 2 business character;
is consequently placed under a system of public accountability;
involves the basic idea of investinent and returns and service,
(Praxy and Sicherl, 1981, P 24)

The origins of public enterprises

Public enterprises were first established by the colenial powers,
usually to facilitate economic development, For example, in Nigeria
the British started to set up marketing boards in 1936 and converted
certain government departments into public enterprises after 1945,
such as the Nigerian Railway Corporation and the Nigerian Ports
Authority (Adamolekun, 1983). In Papua New Guinea, the Electri-
city Commission and the Harbours Board were established in the
1960s while Air Niugini, the national airline, was formed in 1973, two
years before independence. When India became independent the
country possessed more public enterprises than Britain, the former
colonial power. But the massive expansion of public enterprises in the
developing world came after independence in the 1960s and 1970s —
and it occurred in all types of economies from communist through to
capitalist (see Box 8.2). Several interrelated factors explain this
growth.

For socialist or communist countries there was a necessary ideolo-
gical commitment to the public ownership of the means of produc-
tion, Private ownership was seen to lead to exploitation and
underdevelopment whereas public ownership would ensure that the
evils of capitalism were avoided. Nationalism often backed up such
views and provided a potent political justification for government
intervention in market activities. Such action would ensure that
foreign nationals and multinational corporations would not secure
control of the economy. These nationalist sentiments were not con-
fined to socialist and communist countries but could be used as
Justification for the nationalization of foreign enterprises and the
creation of new public enterprises in market-oriented economies.

Further justification and encouragement of public enterprise for-
mation came from economic theory and the perceived role of central
planning (see Chapter 6). Development was identified as something
which did not occur automatically, It had to be engineered by



178 Governance, Administration and Development

BOX 8.2
The origin of public enterprises in Bangladesh

Bangladesh became independent in December 1971 after 9 months of bloody war
which took a heavy toll on liit and property. The immediate imperatives at
independence were to establish a civit administration and to rehabilitate the
economy: The political leadership did not design a comprehensive strategy to
manage the economy after independence, but it was soon faced with no
alternative biit to take over the management of industrial units and financial
institutions. This included 725 industrial units (47 per cent of the couny’s fxed
assets in the industrial sector} which had been abandoned by their son-local
owners who had left the country. Within three months the government had
decided in favour of a much broader nationatization which included the entire
Jute, sugar and textile industries, This increased the state’s ownership of modern
industry from 34 per cent to 92 per cent. The government created 10 sector
corporations to control, supervise, manage and coordinate different groups of
industries. Further, all banks were nationalized and reconstituted into six banks.

This expansion of state ownership took place under 2 political leadership that
had traditionally followed 2 middle-of-the-road economic philosophy. It had
neither the ideclogical conviction nor the organizational capacity to oversee the
impleméntation politically. However, the Constitution subsequently strength-
ened the ideological base for state ownership since it incorporated socialism as
one of its basic principles. The outcome of state ewrership and management of
indnstrial enterprises was in general unsuccessful. In the period up to 1975,
capacity utilization was low, state-owned industries suffered losses in successive
years, and the index of industrial preduction did not show much improvement.

Seurce;  Modified from Chowdhury, T.E. (1992} ‘Privatization of State
Enterprises in Bangladesk, 1975-84), in G. Lamb and R. Weaving (cds),
Managing Policy Reforms in the Renl World {Washington DC: World Bank, EDI

Seminar Series), pp. 57-70.

governments using centralized planning. The examples of the Soviet
Union (then seen as a great economic success) and the Marshall Plan
for rehabilitating post-war Europe were employed to provide prac-
tical demonstrations of the efficacy of central planning. A component
of such engineered change was that government would need to
intervene in areas of the economy which might be thought to belong
to the private sector. The need to control the direction of economic
development, the absence of domestic capital or the reluctance of
private sector to invest, mistrust of private sector motivations,
strategic requirements and the shortage of indigenous entreprencurial
skills were utilized as justifications for government participation in
market activities. The new public enterprises would not only fill gaps
in the economy but would also generate profits which could be used
for new investment. Such thinking spawned numerous public enter-
prises in countries with diverse political philosophies and regimes.



Public Enterprise Reform 179

A commitment to big government complemented this cutiook.
Governments were scen as the only organizations with the capacity to
engineer the necessary changes which would produce development;
and if governments needed to get involved in producing steel,
marketing crops or providing banking services then this was justified.
Getting the prices right was of secondary importance. The state was
assumed to be a beneficient entity oriented to promoting the welfare
of all with central planning as a technical, rather than a highly
pelitical, affair. There was no question of rolling back the state.
Rather, the growing number of public enterprises in the 1960s and
1970s indicated a concerted effort to extend the frontiers of the state.

Local political factors have also contributed to the growth in
numbers of public enterprises and the particular configurations of
public enterprises in different countries, For some governments, there
might have been implicit objectives of providing employment and
even generating political support through establishing public enter-
prises. A drive to nationalize foreign businesses by corversion to
public enterprises could distract public attention from poor govern-
ment performance. Alternatively, there can be quite explicit politi-
cally-motivated policies relating to public enterprises. For example,
following the major racial conflicts in 1969 in Malaysia the ascendant
Malay political élite instituted policies to incorporate and expand the
economic role of the Malay upper and middle classes. State inter-
vention in the economy, often through public enterprises, was used as
a vehicle to achieve these policy objectives (Woon, 1991). Similarly,
in Thailand and Indonesia there are examples of public enterprises
being used to take over control of various economic sectors from local
Chinese business classes.

Public enterprise performance

Fublic enterprises have not made the positive impact on development
performance that was initially anticipated. While there are success
stories there are considerably more examples of public enterprises
failing to achieve both their economic and welfare objectives, In this
section we will review some of the many problems that have beset
public enterprises across the developing world.

The leading issue is that public enterprises have not made the
expected profits and thus have not been sources of investment capital.
In fact, they have often been drains on scarce government financial



180  Governance, Administration and Development

resources and have contributed to spiralling levels of national debt.
One study involving seventeen developing nations revealed that all
but one suffered deficits in the public enterprise sector in the second
half of the 1970s (Gillis ef a/., 1987). Between 1981-87, the Philippine
government would have run budget surpluses were it not for the
financial haemorrhaging caused by the need to support public
enterprises. By mid-1988, state enterprises in the Philippines had
incurred US$12.02 billion in debt, almost 50 per cent of the country’s
total external debt (Woon, 1991). In 1985-86, 93 of 211 production
units in the central state sector in India were losing money (Naya,
1990). Excluding the petroleum assets, the public sector made a
financial loss. In West Bengal some of the National Textile Corpora-
tion mills were spending twice as much in labour costs as they earned
in revenue for each metre of cloth produced. Reports of sub-Saharan
Africa have consistently emphasized almost universally poor perfor-
mance with cash flows failing to cover running costs (for example
World Bank, 1983; Nellis, 1986). A more vivid account notes the
following:

In good times and bad t'imes, public enterprises have on the whole
been a waste of money. The overwhelming evidence from across
Africa — from government’s own reports, World Bank missions and
scholarly studies — clearly demonstrates that they have consumed
far more resources than they have generated. Rather than
contributing, they have depleted national resources. All too many
public enterprises sit like huge white elephants over the African
landscape, voraciously consuming what has been produced by
others. {Wilson, 1986 as quoted by Haile-Mariam and Mengistu,

1988, p. 1572)

But profitability is neither a complete nor an accurate measure of
public enterprise performance (Nellis and Kikeri, 1989) (see Box 8.3
for the relation between public enterprises and pollution), Public
enterprises may fulfil non-commercial objectives and even efficient
operations can run at a loss because products are priced at below
market rates. Even if public enterprises do appear to be making
money this may be due to monopoly position and/or government
pricing policy which makes consumers pay above market rates for
inefficiently produced items. Estimating the non-financial social
contribution of public enterprises to development is a far trickier
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BOX 8.3
Public enterprises and pollution

Some World Bank research indicates that divesting state-owned enterprises,
especially older ones, may help the environment since state-owned plants tend to
be more polluting than their private sector counterparts. For example, in a study
of private pulp and paper plants in four conntries (Bangladesh, India, Indonesia
and Thailand) it was found that private plants, whether foreign or domesticatly -
owned, controlled pollution much better than state-owned plants operating at
similar seale and efficiency. State-owned plants polluted over five tines as much
per unit of cutput as comparable plants in the private-sector. The major
explanation appears to be that statc-owned plants are better placed to evade
pollution controls than their private counterparts, . -

Cubatlo, in Sac Paule State, Brazil, used to he known as ‘the Valley of Death?
becatse of extreme pollution problems. The state’s pollution control agéncy,
Companhia de Tachnologia de Sancamento Ambiental (CETSEB), had some
success in cleaning up the valley but found two state-owned factories to be the
major polluters of water and air and the major regulatory headache. The steel
(COSIPA) and petroleum (PETROBRAS) plants ‘were able to use their
bureaucratic connections to escape pollution regulation.. A veteran poliution
inspector observed: ‘To a public enterprise we are just another government
bureau. They feel that we have no fight to tell them what to do, and they have
enough clout in the government to keep us away’. Officials of CETSEB were
cagerly anticipating the privatization of COSIPA, since they have far fewer
problems with private firms. For the people of Cubatdo, privatization of
COSIPA should literally bring a breath of fresh air.

Sourcr:  Adapted from World Bank {1995) Bursavcrats in Business: The Ex ics
and Politics -of Government Guenership (New York: Oxford University Press),
Pp- 38-41.

business. Public enterprises have been the vanguard of industrializa-
tion in some countries. Entrepreneurial and management skills have
been developed in public enterprises and diffused to -the wider
economy. Substantial employment has been created while regional
development has been encouraged through the deliberate decentra-
lization of public enterprises. Some actions by state enterprises, such
as the building of a road, may generate external benefits to the
economy which are not recorded in the organization’s accounts.
While all this may be true, such gains may have been made at a
high cost. Critics argue that even greater gains could have been made
if resources had been utilized differently or more efficiently.
Leaving aside the question of whether such large-scale investment
in public enterprises was an ill-informed and mistaken strategy from
the start, we can identify a range of management problems which
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have beset public enterprises. You can note many similarities with the
criticisms of non-market state bureaucracies encountered in Chapters
4 and 5.

A fundamental problem has been the vagueness andfor multiplicity
of goals. This leads to 2 lack of concern with strategy and the ways in
which organizations might adapt to changing environmental condi-
tions. Weak structures of accountability have exacerbated the situa-
tion and frequently have meant that public enterprise managers have
not been held responsible for the performance of their operations. The
absence of appropriate performance evaluation criteria or the un-
suitability of those that exist has contributed to the relative disinterest
in performance — how it should be measured and improved. The
attitude that government can bail you out of difficulty has been a
common conception in the public enterprise sector.

The organizational structures of public :enterprises have been
characteristically bureaucratic, not surprising since they are the
progeny and wards of other bureaucratic agencies of government.
These structures emphasize routine, rules, control and hierarchy.
They are frequently unable to cope with changing environments and
lack proactive orientation. Rigidity rather than flexibility has been
the norm. The managers themselves may be poorly schooled in
management techniques and contemporary management practices
in the private sector. For example, skills in marketing, product
development and in the management of growth and diversification
have been poorly represented and possibly little valued as they have
no place in the prevailing model of bureaucratic management.

Managers may also have to cope with overstaffing, Public enter-
prises have proved to be ideal vehicles for the disbursement of
political patronage, and political appointments have swelled the
ranks of public enterprises in many countries. Even when managers
are experienced and able they may be prevented from implementing
policies and processes which could enhance performance as political
decisions rather than business decisions determine what the public
enterprise does. There are many masters including ministries, plan-
ning agencies, monitoring bodies and politiciahs. All have an interest
and claim a right to tell public enterprises how to run their businesses.

There are other problems such as wrong initial choices of technol-
ogy and plant size. Subsequent failure to modernize or adapt
technology may create further difficulties. There have been many
reports of financial malpractices in such areas as purchases, sales and
capital construction. Poor accountability mechanisms explain why
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such things go undetected or unpunished but it is the politicization of
enterprises and organizational cultures of uncommitment which
actually encourage such corrupt practices in the first place,

A combination of the above managerial shortcomings have con-
tributed to what Khandwalla (1987) describes as ‘public enterprise
sickness’. It is not found in all public enterprises but some or all of the
features oudined above have characterized the operation of many
public enterprises in developing countries and have been identified as
prime reasons why public enterprise reform is so vital, ‘Rethinking’
the state has provided even greater impetus to this task (World Bank,
1991). _ .

Rethinking the state

By the early 1980s expansion of the public enterprise sector ceased to
be a policy preference in most developing countries. Not only was
there widespread recognition of the debilitating management pro-
blems discussed above but there was a more fundamental questioning
of the role of the state in economic development. An emerging
consensus was that the state was overextended, inefficient and needed
to be ‘rolled back’. )

The ideological impulse came from the clection of conservative
governments in the United States, the UK and other parts of Europe.
They pushed for placing tighter limits on state activities, and in the
case of the UK provided a radical practical demonstration of how this
could be achieved especially through the privatization of public
enterprises. Multilateral agencies such as the World Bank added
their support to the argument that ‘governments need to do less in
those areas where markets work, or can be made to work reasonably
well. In many countries it would help to privatise many of the state-
owned enterprises’ (World Bank, 1991, p. 9).

Development planning was judged largely to have failed. There
had been repeated inability to achieve planning targets; macroeco-
nomic crises associated with mushrooming foreign debt and budget
deficits became endemic; and state intervention in the economy
through import substitution industrialization was strongly associated
with inefficency and resource misallocation {Cook and Kirkpatrick,
1988; Van de Walle, 1989). The collapse of communism in the former
Soviet Union and Eastern Europe and their rush into creating market
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economies merely furnished the epitaph for central planning and
heavy state involvement in productive economic activities,

The dominant paradigm has become a neo-classical market-or-
iented view of the development process which seeks to realign the
roles of the state and the market, Empbhasis has shifted in favour of the
private sector and away from state intervention, The new paradigm
has found expression in policies of economic liberalization, Removing
price distortions in product, labour and capital markets, reducing
government expenditure, privatization of public enterprises, and
creating a legislative-constitutional environment conducive to the
private sector have been key components of this economic liberal-
ization (Cook and Hulme, 1988).

Few, if any, would disagree with the idea that the role of the state
in economic development needs recasting but there are many shades
of opinion around this new orthodoxy. At one extreme there are those
who have almost uncritical belief in the allocative efficiency of the
‘invisible hand’ of the market. They regard the state as predatory and
all politicians, bureaucrats and organizations in civit society as
exclusively driven by self-interest. They advocate the minimalist state
and laissezfaire capitalism where the market is supreme. In this
model, public enterprises are perceived as market distorting devices
which must be privatised.

Others find such faith in the efficiency and equity of the ‘invisible
hand’ alarming. As Joan Robinson has observed, it can also work by
strangulation (Streeten, 1993). Streeten has argued for the continua-
tion of an activist’ state which sets prices, is engaged with civil society
and intervenes more effectively than in the past to facilitate an
improvement in living for the poor. To him the fundamental
structural change that is required is a redistribution of assets and
an access to power. This view still entails reform of the public
enterprise sector as such action will facilitate improvements in
productivity and in the redistribution of income and wealth.

The pragmatic view of the role of goverament in economic
development does not classify the state as malevolent and simply
reduce policy and action to the articulation of aggregated individual
interests, It is admitted that governments seek to maintain the
support of key constituencies or even extend their political base,
but it is also held that the same governments can adopt efficient
economic policies which can help to realise visions of their societies’
futures. Naya (1990) provides a useful list of such functions that
define the new ‘direct’ role of the state:
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o FProvision of public goods (for example enforcement of contracts,
defence);

® Provision of some merit goods (for example education and health);

» Development of transportation, communication and power
systems;

¢ Dissemination of economic information

e Institution of a ‘transparent’ and flexible regulatory framework;

© Promotion of scientific and technological research;

© Provision of a safety net for low-income groups.

He notes there are economic functions which the state alone can
perform and there are those which it can perform better than other
scctors under particular circumstances, The state must relate the
social and economic goals it has set for itself to consideration of
whether the private sector has comparative advantage in activities
which would facilitate the achievement of these goals. Continuous
evaluation of government’s role in the economy is essential as
environmental conditions are subject to change and policy will need
to respond to such changes. ‘

Such a position appears to fit with our view that public enterprises
have the potential to play an important role in development, but not
in all circumstances and not at all times. Experience has shown that
many problems have beset individual enterprises and the sector in
general in all countries. Thus, reform is essential for development but
the appropriate policy will differ between countries as environmental
circumstances such as GDP per capita, level of industrialization,
human resource profile and size of the private sector vary so much. In
the next section we examine a range of public enterprise reform
options which policy-makers and administrators have at their dis-

posal.

Strategies for public enterprise reform

There is no shortage of advice and case studies on public enterprise
reform for policy-makers and administrators in developing countries.
An enormous volume of literature has been written on the subject and
numerous consultants have made good livings from it. The problem is
to avoid information overload and to clearly delineate the major
issues and options. To accomplish this we have drawn heavily from
the work of Mary Shirley and John Nellis (1991), long-time research-
ers and commentators on the subject.
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The policy framework

‘The most fundamental step in public enterprise reform is to establish
the appropriate policy framework. Policies concerning trade, finance,
pricing and labour are the most important for the development of an
efficient public enterprise sector. If the appropriate policy platform in
these areas is lacking, then changes in management structures and
processes are unlikely to work.

A major incentive to efficiency is the competitive market as ‘it
pushes firms to develop their marketing skills, pay close attention to
service, keep up technologically, and control costs’ (1bid., p. 7).
However, this assumes that managers are allowed to act as business-
men not bureancrats. The policy stimulus comes from opening up
international trade and through restructuring the domestic market.
Once such actions are taken the public enterprise managers would no
longer enjoy highly protected markets, favoured status or monopoly
position but would need to take business decisions such as cost-cutting
measures and demonstrate the business skills required for the compe-
titive market,

Financial policy also requires attention as governments have often
provided public enterprise with financial guarantees, shouldered their
debts and funded their deficits. This security has led to resource
misallocation, growing indebtedness and a tendency to expand
enterprises. For pure economic efficiency, the state should cease
subsidizing public enterprises and force them onto private capital
markets where they will be subject to the same financial criteria as
private firms. However, an incremental strategy is advisable as public
enterprises may be unable to cope with the shock of sudden and full
exposure to the financial markets. Box 8.4 shows how weak financial
regulation can similarly undermine privatization initiatives. Also,
debt reduction is often necessary while the fulfilment of social or
strategic objectives may make reduction of subsidy preferable to its
tatal removal.

With the orientation to competition comes the necessity to intro-
duce pricing policies which militate against monopoly tariffs that are
either too high or too low and are thus not related to ‘efficiency
prices’. One possible policy action is to set unit cost targets in
reference to benchmark indicators from other countries. The bodies
that make such decisions and monitor performance should be com-
petent and able to respond fairly and rapidly to requests for price

changes.
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BOX 8.4
Financial regulation and privatization in Chile

Chile twice privatized a large number of state-owned enterprises. Problems
encountered during the first attempt (1974-82) iliustrate the importance of
establishing adequate financial sector regulation and supervision. Chile began
the first period with deregulation: the government abolished interest rate ceilings,
climinated credit aliocation controls, reduced banks’ reserve requirements, freed
capital controly: and allowed new entry. The suthorities also privatized state
banks. Many were purchased by business conglomerates, with 2 mere 20 per cent
down payment. The conglomerates then used loans from the banks to finance the
purchase of nonfinancial firms with down payments of only 10 to 40 per cent,
These highly leveraged purchases concentrated financial and industrial power in
the same hands. Under such circumstances, the incfective, understaffed and
underfunded bank supervisory system was unable 1o prevent insider lending.
When domestic economic problems, external shocks and an overvalued exchange .
rate caused a depression in 1992, the conglomerates used their banks to prop up
their failing firms so that basks and firms alike were quickly in-serious trouble,
During the resulting financial crisis, the government took back control of some
fifty previously privatized enterprises, including banks that accounted for 60 per
cent of totz] bank deposits, .

Following the 1992 crisis, Chile strengthened the role, staffing and funding of
its bank supervisory system; it then recapitalized and reprivatized the banks and
sold off the nonfinancial enterprises for a second time. Regulations prohibited the
sort of highly concentrated, highly leveraged purchases and insider lending that
had characterized the first reform effort. Today, Chile’s private financial system
is well developed, with a large number of nonbank intermediazies, and supports 2
booming private industrial sector. Chile's experience suggesis that countrics
undertaking bank privatization and liberalization of interest rates and credit
controls should make sure that sound supervision and regulation mechanisms are
in place first. ’ :

Source:  Worid Bank (1995) Bureaucrats in Business: The Economies and Politics of
Government Qunership (New York: Oxford University Press), p. 93

Labour policies are also critical to efficient operations, Public
enterprises are typically governed by the rigid bureaucratic rules of
the public service. Such regulations have frequently permitted excess
numbers of workers, strong upward pressure on wages at lower levels
and wage compression between top and bottom grades. This can
reduce the incentive of management to premote efficiency and to
assume greater accountability. Introducing labour policies which
match the private sector should lead to greater efficiency but may
involve great social costs especially through labour reduction. Such
policies inay also be expensive as increased managerial salaries and
redundancy payments could be considerable.

Policy-makers may also need to attend to legal changes by remov-
ing the privileges or disadvantages of public enterprises and putting
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BOX 8.5
Participation as regulation: an jnitial step in Bangalore

A serious handicap facing the individual dealing with 2 public utiity is the lack
of knowledge of the ‘rules of the game’ and the right to service. Expectations are
often low and incentives for collective action are often limited,

A random sample of 800 houscholds in the industrial city of Bangalore, India,
highlighted dissatisfaction with the quality of service supplicd by the telephone,
electricity and water utilities. Only @ per cent of those sampled were satisfied
with their telephone service. Even fewer people were satisfied with electricity and
water services. Problems cited included supply shortages, excess billing, inability
‘to get errors corrected and a general lack of communication with the scrvice
agency. . :

The conclusion of a broader study of quality of service were clear: more
competition and better information are needed. The two groups of agencies that
performed relatively well in consumer assessment - banks and hospitals — operate
in a relatively competitive environment. Another conclusion was that comumer
‘voice’ mobilized through groups such as consumer. associations, can be an
important force in sectoral reform and reorganization. These associations can
provide critical monitoring and feedback to minimise abuses and hold public
officials accountable. Well-publicized inter-city comparisons of service quality
would create an information base on which consumer associations could act.

Source:  World Bank (1994) World Development Report 199 (New York: Oxford
University Press), p. 71.

them on a more even footing with private sector organizations. The
regulatory framework instituted and operated by government shouid
place emphasis on the requirements for competition and account-
ability both for the public and private sectors. However, the task of
legal reform may be immense in some transitional economies where
legal frameworks for the private sector are in their infancy.

The policy and regulatory frameworks might also be improved by
participation from those who utilize the products of public enter-
prises. Such democratization could be a useful means of improving
public enterprises to provide products and services mare efficiently
and effectively to the consumers they are supposed to serve. The
example in Box 8.5 from Bangalore shows how one can take a first
step in promoting popular participation in defining policy and
regulation.

Management reforms

Creating the appropriate policy framework changes the environment
in which public enterprises operate. This provides the oppertunity,
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perhaps necessity, for public enterprises to respond with management
reforms which are oz_'ientcd to performance improvement.

The first task is to establish the role and scope of the public
enterprise sector. This requires scrutiny of why the state owns
enterprises, that is, what objectives it hopes to achieve through the
enterprises ~ strategic, revenue-raising, national ownership ‘or non-
commercial. Classifying enterprises as ‘strategic’ or ‘essential’ and
‘nonessential’ and ‘nonstrategic’ will assist in deciding what actions to
take ~ for example to retain or divest. The addition of economic
criteria such as ‘viable’, ‘potentiatly viable’ and ‘non-viabie’ will give
further guidance ~ for example to improve or liquidate, The cluster of
non-commercial objectives presents problems for governments
wishing to turn their public enterprises into profit maximizers as
the noncommercial objectives usually detract from profit maximiza-
tion. This does not mean, however, that such objectives should be
jettisoned in the name of the market. Rather, governments can
encourage economic efficiency while still accommodating non-com-
mercial objectives. They must simply expect lower profits.

Having decided the role and scope of the public enterprise sector,
governments need to turn their attention to the individual enter-
prises. Shirley and Nellis (1991, p. 21) suggest that four essential
actions must be taken to define the relationship between government

and public enterprise:

® Set clear and obtainable objectives compatible with the
commercial operation of the firm.

® Give management greater autonomy over the operation of the
firm and select managers capable of operating independently.

o Establish clear rules, procedures and limits for government
involvement in decision-making.

¢ Hold managers accountable by negotiating targets, monitoring
and evaluating results, and rewarding managers and staff on the
basis of performance.

Some governments have attempted to address these action areas by
making public enterprises formulate corporate plans which contain
objectives, strategy, targets and benchmarks for monitoring their
achievement, and an investment plan. However such plans have
often been thwarted by a public enterprise environment of price
controls, subsidies and assured loans to pay for mistakes.

An alternative is the performance contract drawn up between
governments and public enterprises. The former agree to meet certain
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financial and other obligations and to cease meddling in public
enterprise business, while the latter accept negotiated performance
targets. Islam (1993) sees performance contracts as ‘theoretically
sound’ by defining the limits within which both parties operate,
providing a results-oriented evaluation system and making mangers
accountable. But, in a review of experiences in Senegal, India and
Pakistan he notes that the boundaries between government and
public enterprises have often been unclearly demarcated and even
where they have, they were not enforced. The World Bank (1995b) is
even less enamoured of performance contracts noting that they can
exacerbate poor incentive structures facing managers.

The performance contract highlights the central issue in the reform
of public sector management, that is how to increase the responsi-
bilities of enterprise managérs while altering government actions from
control of financial transactions to the stimulation and evaluation of
results. If managers are to assume such responsibilities then they must
be both professional and entreprencurial: ‘dynamic, resourceful, and
adaptable in managing growth, expansion and diversification, and
they need to use various techniques of professional management in
their routine operations’ (Khandwalla, 1987, p. 7). This is a tall
order which will require investment in skilled personnel, training,
introduction of a culture of ‘innovative professionalisny’, restructuring
of organizations away from dysfunctional machine bureancracies and
attention to motivation via such means as financial incentives and
participative decision-making. However, examples of such organiza-
tions can be found.

Privatization

For more than a decade the most prominent mode of public
enterprise reform has been privatization. Between 1988 and 1993,
over 2700 public enterprises in more than 60 developing countries
were transferred to private hands bringing governments a revenue of
US$§96 billion (World Bank, 1995b; IFC, 1995). This divestiture of
public enterprises fulfils the multiple function of reducing public
expenditure, raising revenue and promoting the development of the
private sector. In pursuit of these objectives various modes of
privatization have been employed. They include denationalization,
contracting-out, self-managementfcooperatives and deregulation

(ODI, 1986). ‘
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Denationalization is the most common method of privatization and
involves selling public enterprises back to the former owners or
through a new share flotation on the stock market, or by closing
down the public enterprises altogether. Simply changing the owner-
ship does not ensure economic efficiency. This is achieved through
restructuring, altering culture, adopting other forms of organizational
change and creating a competitive or regulatory environment that
promotes efficiency. It is also desirable that the state has commenced
these actions before sale takes place. At worst, however, denationa-
lization can be a transfer of monopoly from one inefficient owner to
another with no gain for the economy and its consumers,

Contracting-out or leasing enables the state to finance an enter-
prisc using a private firm to run it. Public works, urban development
and water supply schemes have been the most frequent users of this
mode of privatization (see Box 8.6). It can encourage smaller more
flexible enterprise units which can adapt their structures and activ-
ities to meet changing environmental conditions. _

Self-management provides another privatization alternative. This
involves transferring ownership and management of public enter-
prises to their workforces. In the agricultural sector, cooperatives or
farmer associations may be used to take over the funciions of former
state corporaticns. There may be problems of management capacity
or cf management authority to institute reforms to make enterprises
more efficient. Lack of capital and inadequate back-up services are
other reported problems. Earlier promotion of cooperatives resulted
in highly bureaucratic regulatory systems and in the capture of -
cooperatives by local élites (Hulme and Turner, 1990}, Both factors
discouraged participation and stifled professional innovative manage-
ment.

‘The final mode of privatization is the ‘market-loosening’ strategy of
deregulation. This involves the abolition of statutory barriers pre-
venting private operators from competing with state enterprises. For
example, monopolistic crop marketing boards have been abolished or
forced to compete with private companies. This usually results in
higher prices for farmers and increased output for the market. This
changed environment makes it no longer worthwhile for farmers to
engage in illegal trading across porous national borders to avoid the
low prices of the crop marketing boards in their own countries,
Governments may also use deregulation to encourage private sector
participation in infrastructure provision. In Malaysia, Thailand and
the Philippines, the private sector has constructed highways and
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BOX B.6
Privatizing water and improving service in Buenos Aires

Obras Sanitarias de la Nacion was the state-owned operator of the greater
Bucnos Aires water and sewerage network. Its ground-breaking privatization was
developed with World Bank assistance and involved competitive bidding for a
30-year concession to operate the entire system. The bids had to satisfy minimum
technical and finandial criteria, after which the key determinant was the lowest
proposed tarifl Aguas Argentinas proposed a 27 per tent reduction from the
existing tarifl and won.

The tender also required Aguas to commit 1o an investment in rehabilitation
and expansion of approximately US$4 billion in six five-year plans over the life of
the concession, allowing the connection of ail residents currently without water
or zanitation scrvices. Government and company voluntary redundancy
programs reduced the company's workforce from 7800 employees in May 1993
to about 3500 currenty. The International Finance Corporation (IFC) helped
finance the initial two-ycar investment programme, which included essential
repains, rehabilitation, acquisition of new equipment and a portion of the
voluntary retirement plan and pre-operational expensés. Proper classification of
users combined with metering is expected to contribute to improved demand
management and to icad to a reduction in per capita consumption. Aguas also
expects to reduce water wastage throngh the reduction of physical losses. The use
of poor quality sources of ground water will be climinated and the city’s
wastewater will be treated, resulting in bencfits to the health of the populaton.

Since May 1993, when Aguas Argentinas was awarded the 30-year exclusive
concession, it has expanded the water network to 600000 new residents,
climinated water shortages, increased potable water production by 26 per cent
and improved the reliability of service. Annual revenucs have increased by 35 per
cent from USE216 million in 1993 to 1755293 million in 1994. As Aguas has the
right to charge fines for late payments and finally to suspand services for non-
payment, the collection rate has increased from 81 per cent during the first
quarter of operation to 93 per cent by December 1994. Net income has improved
from a loss of US$23 million for the first eight months of 1993 to a profit of
US$25 million for 1994. This has made Aguas a mode! for water privatization in
other developing countries. IFC is proposing to help further with the post
privatization investment programmie by arranging fnancing for the 1996 and
1997 investment programme from non-traditional lenders including domestic
and foreign pension funds and insurance companics.

Source;  TFC (1995) Privatization: Principles and Practice {Washington D.C.: World
Bank}, p. H4.

power plants on schemes such as build-operate-transfer (BOT) where
the private company builds the infrastructure, runs it, charges and
collects the tariffs, and after an agreed period hands over the
infrastructure to the government (see Bex 8.7},

Shirley and Nellis (1991) warn against judging privatization by the
number of transactions, or the price paid or whether the-enterprise
survives. They advise that the test of privatization is whether the
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BOX 8.7
Privatizing infrastracture in the Philippines

In the late 1980s, economic development in the Philippines was adversely
affected by inftastructure bottlenecks particularly in power generation and
transport. The povernment, the traditional supplicr of infrastructure, was unable
to meet the huge costs of building the urgently required power plants and roads.
To address the problem the government abandoned tradition and inaugurated
an innovative scheme for private sector provision of infrastructure,

In 1990, a law was enacted which allowed private sector corporations 1o build
and operate public sector projects before transfersing -the aset back to
government, usually after 20-25 years, Through this BOT faw, the government
hoped to encourage private sector participation in infrastructure development,
reduce its fiscal burden and encourage the inflow of foreign capital, expertise and
technology. .

The law has been successful in the most critical ‘area of shortage — power
generation. In four years, the National Power Corporation has completed 17
privately funded electricity power projects while another 15 projects are under
implementation. These projects will amount to 3367 megawatts and represent
investment of approximately US$5-6 billion, - )

In other scctors, the BOT arrangement has not proved o attractive. For
example, in mass transit, the US$350 million Manila Light Rail Transit is the
only privatized projest. A number of other projects earmarked for BOT
operations have remained without takers such as cxpressways, an airport cargo
terminal and water supply projects. This has led the government to review the
‘BOT Jaw in order to make it more flexible for potential investors, In addition to
BOT (Build-Operate-Transfer), there are now options such as BT {Build-
Transfer), BOO (Build-Own-Operate), BLT {Build-Lease-Transfer}, and ROO
(Rehabilitzre-Own-Operate). In each case the project company follows strict
government specifications but is offered 2 security package’ involving fimited
guarantees for the project’s probable risks. Also, the government has increased
the percentage ceiling that it is willing te invest from 20 to 50 per cent, Efforts to
reduce red-tape in the approval process have been introduced. With these
amendments to the original BOT law, the government is responding to the
environment in its efforts to bring private sector investment and efficiency into
the spectrum of Philippine infrastructure,

transaction yields a net benefit to the economy as a whole. It is a
relatively new strategy and some developing countries may not have
all the necessary conditions for success. For example, there may be a
shortage of the sophisticated and specialized skills needed to manage
a privatization programme; a stock market may not exist; inadequate
attention may be given to placing privatization in the context of a
broader programme of economic reform; and the political environ-
ment may reveal powerful opponents or, conversely, foster rapid
privatizations that give national élites ownership of assets at give-

away prices.
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Politics and feasibility

Although all developing countries have some form of public enter-
prise reform programme the pace of change has most often been slow.
Economic factors, such as those given in the previcus section, are
frequently cited as explanation. But they are only part of the story.
Non-economic factors of a political and administrative nature will
also affect the content and implementation of public enterprise
reform programmes (Cook and Minogue, 1996). Thus, the World

. Bank has emphasized that ‘privatization is always political’ (IFC,
1995, p. 1) and that successful reform must be: politically desirabls to
leaders and constituencies; politically feasible for leaders to implement;
and politically credible to investors and other affected constituencies
(World Bank, 1995b).

Political transparency is also identified as a factor which will assist
in addregsing political impediments thus facilitating the reform
process. Privatization programmes may be held up or even deemed
unnecessary if governments wish to keep public enterprises out of the
hands of those who appear to be the likely buyers. Such undesirables
may include particular business groups which are out of favour with
the administration or which may be seen as gobbling up too much of
the market. Sometimes, nationalist sentiments persuade governments
from divesting what are perceived to be strategic industries to over-
seas buyers. Such transfers of ownership can be interpreted as highly
undesirable losses of sovereignty. National minorities may be the
groups which have the necessary capital, but selling state enterprises
to them could produce a political backlash. For example, in Indo-
nesia there has been little privatization. The dominant Chinese
business class would be the likely purchaser of public enterprises
but this would be most unpopuiar with the numerically and politi-
cally dominant groups. Past violence against the Chinese and con-
tinuing undercurrents of popular hostility would make privatization a
politically dangerous economic strategy.

The bureaucracies charged with formulating and implementing
public enterprise reforms may demonstrate reactions ranging from
reluctant support te downright opposition and recalcitrance’ (ibid.,
p. 392). In 1991, there were allegations that bureaucrats were trying
to stall Pakistan’s ambitious privatization plans for 115 state-owned
companies {(Far Eastern Ecoromic Review, 29 August 1991). Business-
men complained that bureaucrats were loath to surrender their
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power over large areas of the economy and had deliberately over-
priced the public enterprises. The senior public servants were accused
of ‘condesceniding, almost paternalistic attitudes’ towards politicians
whom they knew they would survive. The bureaucrats were also
opposed to politicians gaining commercial advantages through close
ties to big business,

Resistance to public enterprise reform also comes from trade
unions. These can be well organized, numerically strong and have
good political connections. The opposition of unions will derive from
a fear of job loss, weakened collective bargaining powers, and a
perceived worsening of terms and conditions of work. Even if
privatization is pushed through there can still be considerable labour
unrest as the example of the Bangladeshi textile industry shows
(Lorch, 1991). A one-year ban on dismissals from the divested
enterprises was imposed by the government. But even after that,
powerful unions and high severance pay discouraged lay-offs while
government enforced public enterprise pay rises on private mills,
Employee relations were strained in both public and private sectors
where militant unions, affiliated with political parties, fought to gain
control of workforces and mills. Miil directors were sometimes beaten
and locked in their offices or denied access to them. Labour discipline
and motivation were affected. While some private enterprises allowed
unions to dominate, in others, management attempted to weaken
them by offering generous benefits. If that did not work, some owners
set up large security forces (up to one guard for every ten workers) to
control workers. A few owners simply closed their factories. ‘

Further political considerations include, in some countries, the
persistence of the value that ‘the state must retain a clear responsi-
bility for economic management and an associated competence in
management and administration’ (Cook and Minogue, 1990, p. 393).
This situation is likely to cccur where a strong commitment to
centralized planning is retained. A tension will then exist between
the impulse to reform public enterprises to secure accelerated eco-
nomic growth, and the desire to control that growth and the state
institutions that are seen to play a major role in securing it. While
countries with a tradition of central planning, such as India, invari-
ably encounter this problem to some degree, it is far more pro-
nounced in the transitional economies such as Vietnam, Laos or
China where the entire economies are undergoing transformation to

‘market economics’.
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There are inevitable political qualms about releasing central state
control. For example, in Vietnam there has been a range of initiatives
to reform the public enterprise sector. However, they have largely
been administrative responses to fiscal difficolties. Some smaller and
unprofitable enterprises have been closed down but critics argue that
‘most of the behemoths continue to lumber forward on their money-
burning paths’ (For Eastern Economic Review, 4 May 1995). Control of
public enterprises by line ministries has been retained while curent
laws reduce government flexibility in privatization and commercia-
lization. The lack of a clear vision of where the sector should be going
suggests government reluctance to abandon its traditional mode of
control in favour of the market.

In addition to privatization and commercialization of public
enterprises in transitional economies there have been novel experi-
ments to encourage other state organizations to participate in
entrepreneurial actvities — sometimes for their very survival., These
initiatives often result in a loosening of central control. For example,
in China there has been official encouragement of school enterprises
to supplement meagre teacher income and to fund school renovation
(Shih, 1994). The small school enterprises produce inputs for large,
urban state-owned enterprises and encounter no effective regulation.

On a much larger scale, the People’s Liberation Army (PLA) in
China has been developing a reputation for business rather than for
warfare over the past 15 years. In 1994, the PLA was known to have
over 10000 enterprises and 700000 employees with an estimated
production valued at US$6 billion. The size of the sector may even be
greater as some enterprises, especially at the military unit level, go
undeclared (Bickford, 1994). In addition to traditional business
activities such as arms manufacture, the PLA is involved in a wide
diversity of commercial activities such as shipping, foreign trade,
hotels, property development and even currency firtures. Much of the
profit is needed to pay for such basic items as food because of
government under-funding of the PLA. There are problems, such
as corruption, peor coordination and diversion from military pre-
paredness, but the PLA has been drawn into the market economy
with ‘an entire generation of officers and enlisted men . . . being
socialized into the workings of the market® (ibid., p. 472). Box 8.8
shows another Chinese expériment in ‘public ownership’ involving
township and village enterprises (TVEs) whose novel structure and
management account for their superior performance when compared
to the standard Chinese state-owned enterprises.
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BOX 8.3 j

How China’s township and village enterprises
differ from state enterprises

China’s township and village enterprises {TVEs) are an anomaly. Publicly
owned, wually by a township or village government, they are nonetheless similar
in some ways to private enterprises. China’s state enterprises, on'the other hand,
more closely resemble the state-owned etiterprises of other conntries in that they
are yun by central bureaus and miinistries. For these reasons, the term state-
owned enterprise (SOE}, as generally understood and as'defined in this book,
includes China's state enterprises but not the TVEs. The following differences
between TVEs and state enterprisés are held to explain why TVEs perform
better. .

Belter governance:  TVEs are locally owned, supervised and managed instead of
being supervised by far-off central bureaus and ministries. As much as 90 to 95
per cent of Iocal revenues as well as the incomes; perks, and de facto pay of local
officials come from TVE camnings. As a resnit local governments, which
themselves face a hard budge constraint, have a direct stake in their
pesformance, TVEY goals are clear: maximize post-tax returns te capital
investments and employ the local labour force (as distinct from migrant casual
labour).

Hard budgel constraint:  TVEs do not receive subsidized bank credits or centrally
allocated materials; they buy and sell inputs and outputs at market prices. TVEs
must rely mostly on capital generated from their own eamnings or local and
houschold resonrces. (Only 8 per cent of all banking loans go to TVEs, while
SOEs capture at least 80 per cent.)

Greater autoriomy with fower social obligations: . Compared to SOEs, TVEs are more
free to hire and fire labour, link wages to performance, rent and buy Jand locally,
construct, and transact business with buyers and sellers of their own choice.
Unlike state enterprises, TVEs are not obligated to provide such services as
housing, health care, education, and lifetime empleyment and pensions to their
employees and their dependents.

Greater competition:  The number and smaller average size of TVEs, coupled with
the growth of domestic demand and reduction of barriers to internal trade,
ensure growing and ever fercer domestic competition. Each year thousands of
new TVEs enter the market, while thousands of old and failing ones exit from it.
The greater concentration of TVEs in coastal provinces (though by no means
confined to them) and the strong links to investors frorn Hong Kong and Taiwan
(China} increase competitive pressures by bringing new technologies, new
management methods, export markets, and a kindred model to emulate,

Source: World Bank (1995) Bureaucrats in Business: The Eronomics and Politics of
Govermment Ownership (New York: Oxford University Press), p, 74, from original
work by Singh, L. and Jeferson, G. (1993) *State Enterprises in Ckina; Down
from the Commanding Heights, Transition, vol. 4{8}.




Y98  Governance, Administration and Development

Conclusion

In this chapter, we have seen that public cnterprises are present in all
developing countries. They have been established by colonial and
post-colonial governments, by communist and capitalist regimes, in
one-party states and plural democracies. Everybody has at some stage
had a reason for establishing these state business concerns, The major
motivation has been the desire to accelerate the economic develop-
ment process by getting the state to set up and run the missing
business enterprises which will produce goods and services which are
scen as essential to development. This has resulted in a bewildering
array of state business activity. But the theory which justified and
encouraged such intervention into ostensibly market activities has run
into disrepute while the public enterprises have been widely criticized
for inefficiency, ineffectiveness and placing massive strain on scarce
government resources. L.

Such “public enterprise sickness’ has been treated with a variety of
medicines. Privatization, a radical treatment, has captured much of
the publicity, but its popularity does not mean that public enterprises
are doomed to extinction. There are other measures available which
do not focus on the change of ownership. For example, policy reforins
can introduce the disciplines and demands of competition to public
enterprises while new management regimes can orient the businesses
to efficiency and effectiveness. All treatments share the common
objective of dismantling the dysfunctional bureaucratic structures
and processes which have handicapped public enterprises throughout
the developing world.

But public enterprise reform is not simply a technical matter of
introducing private sector medicine to the ailing public sector
patient. The interplay of politieal forces must be taken into account
in designing and implementing public enterprise reforms. Care must
be taken to attempt what is feasible and not simply shoot for
impossible goals. Strategies must incorporate consideration of the
attitudes and actions of interested parties. What is technically possible
is not necessarily what is politically feasible.

The economies that are making the transition from socialist central
planning to the market economy face enormous difficulties. They
suffer from a combination of severe technical shortcomings and the
political reluctance to relinquish the strong grip of state control. But
such economies can surprise as we have seen with the encouragement
of TVEs in China and the massive growth of military-owned business
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concerns in the same country. Thus, we have both privatization and
new public enterprises occurring simultaneously. ‘This could be in line
with Pereira’s (1993) contention that we will not reach the “minimal’
state of necliberal theorizing. His long view reveals cyclical patterns
of state intervention in the economy but each new cycle brings a new
mode of state intervention. The question this begs is what form of
intervention comes next?
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Beyond the Market,
Beyond the State:
The Rise of Non-

Governmental
Organizations

Earlier chapters have concentrated on the roles and actions of
organizations that are either part of the state apparatus or are
market-based. This reflects the dominant crientations of development
policy, with an emphasis on state-led development from the i950s
until the 1970s being followed by a ‘counter-revolution’ highlighting
the private sector. But there are a vast number of organizations that
are ‘neither prince [state] nor merchant [market]’ (Nerfin, 1986).
These are associations formed within civil socicty bringing together
individuals who share some common purpose. This ‘third sector’, as it
is sometimes called, has a wide array of members — formally registered
national non-governmental organizations, community groups, pro-
fessional associations, residential committees, trade unions, kinship
groups and cooperatives.

Such organizations pursue a wide variety of objectives — welfare,
econemic advancement, recreational, spiritual uplifiment, profes-
sional identification and cultural promotion. Although such organi-
zations generally have a wholesome image it should be noted that not
all can be regarded as progressive. In particular, some ‘third sector’
organizations are strorigly chauvinist in terms of gender, religion,
culture, race and ethnicity. In this chapter we focus particularly on

200
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those organizations in which the common value that members and
trustees claim is the pursuit of development {for the definition of this
term see Chapter 1). We shall refer to these organizations as devel-
opment non-governmental organizations (NGOs). '

The origins of NGOs vary. Many of them, especially those that
function exclusively at the local level, have deep historical roots -
within indigenous society and have operated, and evolved, over
centuries (for example water-user societies, revolving savings and
credit associations). Other NGOs have their origins in the colonial
period. This is particularly the case for those with missionary bases
that provide health and education sérvices and often promote local
economic development (for example Caritas). Finally, there are a
growing number of formally registered NGOs in developing and
developed countries that have been created in the last two decades to
pursue a developmental mission. Despite differences in origin, specific
objectives, philosophy, scale (of operations, staff and budget), loca-
tion and structures a perception has arisen that such organizations
may represent a development alternative that makes the achievement

of progress more likely than in the past.

Types of NGO

Many differing typologies have been drawn up for NGOs or, as they
are commonly termed in the USA, private voluntary organizations
(PVOs). In this section attention is drawn to a number of the rmain
criteria that have been used for classification to help the reader
appreciate the range of agencies included in this chapter and their
heterogeneity in terms of scale, location, objectives, relationships and
strategies,

A primary distinction can be made between organizations that are
based in one country (or several countries) and seek to assist in the
development of other countries. These are international NGOs
(INGOs). Most of these are based in OECD members states,
although a number of Third World networks based in the South
are evolving {for example World Rainforest Movement). Below these,
in terms of geographical coverage, are what Carroll (1992) has ealled
‘intermediate NGOs’ which operate across a developing country or a
region of a country. In this chapter these are termed Southern NGOs
{SNGOs). Closest to the practice of development are grassroots
organizations {GROs) that operate within only a limited area, such
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as in a group of villages or in part of a city. In general, higher levels of
this NGO continuum (for example INGOs) seek to provide assis-
tance, in terms of finance, resources or technical assistance to those at
lower levels (for example GRO:s).

At all levels a fundamental distinction can be drawn between
NGOs that seek to provide mutual benefits (benefits to members
only) and those that seek to provide public benefits (that is to people
who are neither members nor workers of the NGO, or to society at
large). This distinction is significant as while the accountability
structures for mutual benefit agencies are relatively straightforward
(with leaders accounting to members, at least in principle), those of
the public-benefit NGOs are often much less clear. This has led
Uphoff (1995) to argue that public-benefit NGOs are not part of a
‘third sector’, but are part of the private sector.

Clark (1991, pp. 40-1) has suggested a useful alternative categor~
ization. He distinguishes between NGOs in terms of their strategic
orientation, differentiating between those that focus on relief provi-
sion; those that follow the aid market (public service contractors);
mutual benefit and public benefit NGOs; and, those that concentrate
on advocacy, policy-lobbying and empowerment (see Box a9.1).
Although many NGOs blend a mix of these positions, or change
their position over time, the typology gives the reader an idea of the
very different objectives and methods that NGOs may utilize,

The rise and rise of NGOs

Until the late 1970s, there was little appreciation of the potential role
of NGOs in implementing development projects and influencing
policy. Southern and international NGOs were perceived as bit
players providing services and with some expertise in short-term
relief and emergency work. GROs were seen as interesting — artefacts
for anthropologists to study — but irrelevant to mainstream develop-
ment. The two major attempts by governments to create networks of
grassroots organizations in rural areas — cooperatives and community
development groups — had produced disappointing results at high
cost (Korten, 1980; Hulme and Turner, 1990, pp. 184-903,
However, the 1980s have witnessed a remarkable change in the
scale and significance of NGOs. They have now moved to centre-
stage in terms of both development practice and debate (Farrington
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BOX 9.3
The main types of NGO

L. Relief and Welfare Agencies {RWAs) such as Catholic Relief Services, various
misionary societies, and so on. s

2. Technical Inmsvation Organizations (T10s). ‘NGOs which operate their own
projects to pioncer new or improved approaches to problems, and which
tend to remain specialised in their chosen field, Examples include the British
Intermediate Technology Development Group, the international Aga Khan
Foundation and 6-5 in the Sahel,

3. Public Servies Coniractors (PSCs). NGOs which are mostly funded by Northern
governments and which waork dlosely with Southern governments and official
aid agencies, These NGOs are contracted to implement components of
official programs because it is felt that their size and flexibility would help
them perform the tasks more effectively than government departments,
Examples include CARE and the Emergency Social Fund in Bolivia,

4. Popular Devslopment Agencies (PDAs). Northern NGOs and their Southern
intermediary counterparts which concentrate on self-help, social develop-
ment, and grassroots democracy. Examples include the seven independent
OXFAM: (in different fundraising countries), Bangladesh Rural Advance-
ment Committee (BRAG), and Centro Ecumenico de Dacumentacao &
Informacao (CEDI) and Federacao de Orgaos para Assistencia Social ¢
Educacional (FASE) of Brazil, y

5. Grassroots Development Organizations {GPOs). Locally based Southern NGOs
whose members are the poor and oppressed, and which attempt to shape a
popular development process. They often receive support from PDAs,
though many receive no external funding at all. Examples include the rural
workers’ unions of Brazil, the Self Employed Women's Association of
Ahmedabad, credit and savings groups in the Indian sub-contineni, and
movemenis of the landless in many countries, .

6. Advocacy Groups and Networks {AGNy). Organizations which have no feld
projects but which exist primarily for education and lobbying. Examples:
include the Freedom from Debt Coalition in the Philippines, the Third
World Network based in Penang, environmental pressure groups in the
North and South, and Health Action International (campaigning for
reforms in the marketing of pharmaceuticals).

Source:  Clark, J. (1991) Democratising Development: The Role ¢f Voluniary
Organisations (London: Earthscan}, Pp. 40~1.

and Bebbington, 1993, p. 1) and have a high profile in the popular
media (no television ‘crisis’ story from the Third World is complete
without an interview with the field staff of Médecin Sans Frontiéres,
Concern or OXFAM).

In 1989, they disbursed US$6.4 billion to developing countries,
some 12 per cent of total Western aid. In terms of net transfers (grants
and loans less repayments), NGOs channelled more resources into the
Third World that year than the World Bank (Clark, 1991,p. 47). In
many countries, NGOs work with members or beneficiaries on an
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enormous scale. For example, in Sri Lanka the Thrift and Credit
Cooperative Movement has more than 700000 members (Hulme,
Montgomery and Bhattacharya, 1996) while the Sarvodaya Shramadana
Movement operates 9500 community groups with a membership of the
same order of magnitude. In Bangladesh, it is estimated that around
10 per cent of the population (that is 11 million people) receive some
form of service from NGOs, whilst in India the government can
barely keep up with the registration of newly formed NGOs. In Rio
de Janeiro more than 1500 spontaneous associations operate (Fuentes
and Frank, 1989). An expanding number of INGOs — more than
4000 in OECD countries by the late 1980s (OECD, 1988) — channel
funds and assistance to SNGOs and local organizations. Van der
Heijden (quoted in Clark, 1991, p. 51) estimates that INGOa,
through their relationships with SNGOs, assist some 60 million
people in Asia, 25 million in Latin America and 12 million in Africa.

Not only are NGOs operating on a larger scale, but they are
extending their role to take on more responsibilities. In Somalia,
Northern Uganda and Southern Sudan, NGOs have operated as
local administrations, co-ordinating and planning operations across
entire districts at times of turmoil. The case has been made that
NGOs have been ‘displacing the Mozambican government’ in the
health sector (Hanlon, 1991, p. 216) while it is estimated that 40 per
cent of health care in Kenya is provided by NGOs. In Bangladesh,
the government has ceded responsibility for the allocation of newly
formed lands in some parts of the Bay of Bengal to OXFAM. The
growing influence of NGOs was highlighted at the United Nations
Conference on the Environment and Development (UNCED) at Rio
in 1992, when NGOs sat alongside the representatives of sovereign
states and at times were cast as presenting the authentic ‘voice of the
poor’,

‘These changes in the role and status of NGOs should not mask the
diversity of what is happening in different countries and regions. In
Asia there has been a rapid growth in the numbers of SNGOQs, often
headed by charismatic leaders. Although financially dependent on
external funds, these organizations have grown out of indigenous
initiatives and have a significant degree of autonomy from their
sponsors. The Bangladesh Rural Advancement Committee {BRAC)
is a good example (see Box 9.2). The strategy of such organizations is
often unclear to the outside observer and can appear Janus-faced
(Hulme, 1994); telling the government that they are non-political
(as required for registration purposes and to avoid unfavourable
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BOX 9.2
The Bangladesh Rural Advancement Committes {BRAC)

BRAC was set up in 1972 by a group of Bangladeshi social activists seeking to

rovide relief and welfare services to ptople in the Sythet area. following the
tranmas of the war of liberation. In 1973, it began 10 experiment with integrated
development projects ~ agriculture, fisheries, rural crafls, local otganization,
Literacy, health and family planning — in the Sulla area. It found it difficult to
succeed with a community-based approach and in 1976 decided to work
exclusively with the landless poor, and not permit other villagers to become
programme members. In the late 1970 it also undertook research into the
socioeconomic processes of village life and produced influential reports such as
“The Net' describing how more afluent villagers and bureauerats ‘net® resources
targeted for the poor. _ .

During the 1980s, BRAG has expanded its programmes across Bangladesh, Its
Oral Therapy Extension Program reached 13 million women, it runs more than
10000 non-formal primary schools and ity Rural Credit Program has almost a
million members. A BRAC Bank, lending only to poor women and men, is to be
established. Recently it has abandoned jts Freirian-inspired Functional
Education Programme for consciousness-raising and started a large-scale Human
Rights and Legal Education Programme (HRLE) that gives members specific
information about their rights according to the laws of Bangladesh. '

BRAG iy directed by one of its founders, Fazle Abed who was originzally
employed in the private sector. It now eémploys 16000 people full-time, has 2-20
storey high head office and has achieved internationat recognition for its work.

ireatment) while claiming to sponsor empowerment processes {that is
political change) at the local level. The Philippines is a notable
exception to this generalization. :

In Latin America, NGOs have been much less circumspéct, and
have commonly taken overtly political, and often anti-government,
positions, They have openly espoused the need for political change
and some have worked closely with political parties. Strategic
orientations of Latin American NGOs have more commonly empha-
sized lobbying, advocacy, confrontation and challenge than in Asia.

The situation in Africa is complex. Certainly NGOs have become
fnore prominent but it is the INGOs that have held the limelight.
Although intermediary NGOs are increasing their numbers rapidly
they remain heavily influenced by foreign agencies and funding. In
part, the early emphasis on emergency work may explain this, but it
must also be noted that in many African countries indigenous NGOs
have evolved in unfavourable environments where any indication of
being ‘political’ would produce a strong state..backlash (Bratton,
1988). There are great contrasts between nations such as Kenya,
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where a well-developed network of INGOs, SNGOs and GROs
exists, and Somalia, where NGOs were actively discouraged until
the recent collapse of the state.

The increasing scale, profile and capacities of NGOs have led to
changes in their roles and relationships. In terms of strategy Korten
(1990, p. 117) has conceptualized this as a generational shift from a
focus on relief and welfare, to community development, to advocacy
and finally people’s movements, Within the third sector relationships
are changing rapidly at the present time. INGOs are having to
rethink their role as SNGOs have raised technical capacities, have
questioned the legitimacy of INGOs to act as advocates for people in
developing countries and can access funds directly from donors
(Hulme and Edwards, 1997). Increasingly larger and more assertive
SNGOs are proposing that they should take the lead in field opera-
tions and advocacy. : '

A mix of forces has fuelled the rapid rise to prominence of NGOs,
In particular, the ideological ascendancy of neo-liberalism in the late
twentieth century has created a global environment conducive to the
‘third sector’ (Salamon, 1993). The perceived poor performance of
the public sector in developing countries has led to a search for more
effective and efficient organizational forms for the delivery of goods
and services, especially amongst aid donors. The latter have reap-
praised their programmes and have placed greater emphasis on
linkages with NGOs. For example, in the UK the fastest growing
part of the official aid programme in the early 1990s was the Joint
Funding Scheme with NGOs, and the Government’s Overseas De-
velopment Administration (ODA) is now keen to work directly with
SNGOs.

It must be noted, however, that a doctrine of assumed effectiveness
has grown around NGOs much of which is either erroneous or
unsubstantiated. There is very little evidence that NGOs are more
cost-effective than government agencies (Robinson, 1992; Riddell
and Robinson 1995) as is often believed, and the data available on
performance are very limited (Edwards and Hulme, 1995 and Hulme
and Edwards, 1997}. NGOs are often able to work with the poor, but
their capacity to assist the poorest of the poor is limited (Farrington
and Bebbington, 1993, p. 120}. Aid agencies have been reluctant to
observe the limitations of NGOs: ‘small size, restricted impact,
distance from policy decisions, professional and technical limitations,
poor coordination, problems of representativeness and accountabil-
ity’ (ibid., p. 25).
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Since 1988, neo-liberal economics have been harnessed alongside
western notions of liberal democracy into what has been called the
New Policy Agenda (Robinson, 1993). NGOs and GROs have been
viewed by donor nations as vehicles for democratization and the
strengthening of civil society. Indeed,’ they have been rechristened
civil society organizations (CSOs) that may act as a counterweight to
the state, opening up channels for communication and participation,
providing 2 training ground for activists  promoting pluralism and
protecting human rights (Blair, 1997). Thus, Western donors have
pushed for a greater role for NGOs not merely to improve developing
country economies but also to improve their polities,

Macroeconomic forces have also been important in encouraging
the increase in NGO numbers and activities. IMF and World Bank
conditionalities on structural adjustment Ioans, national indebtedness
and further adverse movements in the terms of trade have meant that
many countries, and particularly those in Africa, have seen vast
reductions in public expenditure. This has led to the withdrawal of
state-provided services. Local organizations and higher level NGOs
have stepped into these vacuums in an attempt to maintain basic
levels of service. -

The comparative advantage of NGOs: competing concepté

Alongside the influences described above one can also discern a set of
micro level arguments that have been developed to explain the
comparative advantage of NGOs. Why might NGOs be able to
succeed in circumstances where other forms of organization, and
particularly public services, have floundered?

Students of organizational behaviour and management have iden-
tified a range of features that differentiate NGOs from governmnent
agencies pursuing similar goals. These include flexibility, responsive-
ness, the capacity to experiment and learn from experience, linking
processes to outcomes and the NGO ability to enlist the energies and
commitment of intended beneficiaries. Fowler (1988, p. 11) attributes
these features to two distinctive characteristics of NGOs:

.. NGO relationships with intended beneficiaries are based upon
principles of voluntarism, rather than those of control which
typify government agencies.



208 Governance, Administration and Development

2. NGOs have a task-oriented approach that permits them to
achieve ‘appropriate organization . . . [as] development, change
and diversity, rather than maintenance, control and uniformity,
can be their guiding image and organizational design’.

The first of these has been elaborated on in great detail by many
writers, under the label of ‘participation’ (Korten, 1980; Oakley and
Marsden, 1984). It is argued that when beneficiaries are involved in
programme design and management, then programmes are more
relevant and attractive to beneficiaries who take a much greater
interest in them. The latter principle has only recently become a
major topic for analysis, but is receiving a great deal of attention as
even mainstream management theorists search for the secrets of NGO
effectiveness (Drucker, 1989).

If one accepts the explanatory power of these two factors {and
there is by no means a consensus on this), then an fmmediate and
fundamental problem for NGOs becomes apparent: the dilemma of
‘scaling-up’ (Edwards and Hulme, 1992). The qualities associated
with these two characteristics may be incompatible” with organiza-
tional growth (Tendler, 1987} as they may be lost if growth occurs.
They may also lead to NGOs managing their growth poorly (Dichter,
1989; Hodson, 1992) with a consequent reduction in efficiency. Views
as to whether NGOs can grow and remain operationally effective
differ markediy. David Korten (1990}, whose work has been very
influential, has recently revised his earlier ideas and now argues that
the organizational expansion of NGOs will mean they become
unresponsive bureaucracies.

A second set of concepts that seeks to explain why voluntary
organizations perform well has been derived from work on the
sociology and politics of local organizations. Empirical work by
Esman and Uphoff (1984) on the ways in which environmental
factors and internal variables influenced the performance of GROs
indicated that, at least at the local level, there was no optimal
organizational model for a GRO and that some form of contingency
theory was required to relate objectives, environment and organiza-
tion to outcomes. A set of complex findings emerged (summarized in
Hulme and Turner, 1990, pp. 194-7) including evidence that GRO
performance was positively correlated with (i) a participatory orien-
tation; (ii) horizonial linkages with other GROs; and (iii) vertical
linkages with intermediary NGOs or unions of GROs.



Beyond the Market, Beyond the State . 209

Uphofl' (1992) has subsequently used jdeas from this inductive
work and other studies to propose a ‘post-Newtonian social science’
that, amongst other things, seeks to explain the operations of volun-
tary organizations. This interpretation ‘seefs] people’s behaviour as
variable , . . rather than as something fixed . . . what matters is not
which values one has — we all have many - but which values are
activated and applied in a given situation’ (ibid., p. 337). Thus, in
some contexts, GROs can help to orient individual behaviour
towards cooperative and other-regarding values; When this happéns
then it may influence the pre-dispositions of a wider group of
individuals and make it more likely that collective action will be
considered as a strategy and, if acted upon, that individuals will strive
to make it succeed. . T

The idea of collective action and the’ expéctations it creates —
especially when presented by GRO leaders ~ generates Social energy’ .
in which new mental and physical resources become available, and ag - .
local-level organizations proliferate ‘social relations become more
caring and less private’ (Hirschman, 1984). GROs can network,
horizontally and vertically, adding to these processes of social en-
ergization. This posits the concept of sociceconomic man: an indivi-
dual capable of acting in terms of both self-interest and in the
interests of others. . :

However, for the last 15 years it is notions of economic man that
haye been in the ascendant. For the committed ideologue of the new
right, the voluntary and non-profit based actions of NGOs are a
theoretical impossibility except in the rare cases when collective
action maximizes private gains. Who would do anything if not paid
the market rate and who would riot be a frec-rider whenever the
opportunity presents itself? In this conception, NGOs are brief and
temporary aberrations, and behaviour will rapidly return to a private
interest form, However, a less radieal interpretation of neo-liberal
economic theory recognizes a role for NGOs in the économy as part of
the ‘non-profit private sector’: organizations that provide a service
without making a profit. NGOs innovate and compete, thus improv-
ing the funciioning of the market for the particular goods or services
they provide and contributing to an environment fostering the
evolution of more efficient and effective organizations. o

The World Bank, along with"USAID, has been a strong adherent
to this school of thought. Its position is illustrated by a quote from a
major report on how to promote development in Africa.
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Recognising the drawbacks of relying too heavily on public
bureaucracies, future development strategy could make greater
use of the private sector. .. At the grassroots level this means
village and ward associations; at the intermediate level, various
local non-governmental and cooperative unions and other
organizations; and at the national level, chambers of commerce
and industry, trade associations, umbrella NGO organisations . . .
and professional associations of bankers, doctors, fawyers, accoun-
tants and the like. Such groups and communal actions can build on
the African traditions of self-help. (World Bank, 1989, p. 59)

NGO:s are thus seen as having comparative advantages over govern-
ment, especially in the provision of safety nets for vulnerable groups
as economics undergo the strains of liberalization. But, what types of
relationship do NGOs have with government agencies? We now turn
to this question.

NGOs and the state

As can be seen from the previous section much of the interest in and
support for NGOs has arisen because of severe problems in the
delivery of services by state agencies. Notions of the comparative
advantage of NGOs, especially in poverty-alleviation, have a corol-
lary of state failure. In such circumstances one might well anticipate
that relationships between NGOs and government organizations
{GOs) would be antipathetic. This is often the case, but NGO-GO
relationships are diverse and complex. The influence of specific
contextual factors ~ such as the nature of an NGO’s objectives and
strategies, the sector it works in, donor behaviour and the nature of
the state - all shape relationships in a variety of ways. At times some
GOs may be on favourable terms with NGOs, while others are
antagonistic. For example, in Ethiopia INGOs commonly have good
relationships with ceniral government agencies but are greatly
resented by local authorities (Teka, 1994).

Of key importance in determining NGO-state relationships is the
disposition of the regime. Bratton (1989) has argued that in Latin
America ‘deep estrangement’ has been characteristic with regitnes
feeling threatened because NGOs have adopted an adversarial
stance. In South Asia, he reports that relationships have been ‘far
happier’, with governments such as those in India providing direct
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support for NGOs. The links between NGOs and African govern-
ments are seen as being somewhere in the middle of these two
extremes: ‘although uncomfortable bedfellows . . . they are destined
to cohabit’ (#id., p. 585). African gaovernments are suspicious of
NGOs but like the additional resources that they can bring in. But
circumstances can change. For example, the Kenyan government’s
originally favourable attitude to NGOs has transformed dramatically
over the last decade (see Box 9.3), o o
Another major determinant of NGO-GO relationships is the

strategic orientation of an NGO. NGOQs thai adopt a conflictual o

approach, either by arguing that government policy is wrong or that
government is not legitimate, are treated as adversaries, In some
circumstances this may mean that they are ignored, while in others it
may mean that internal security forces and the military take action
(ranging from harassment to liquidation). In situatioris where NGOs
compete directly with GOs, or appear ‘to offer the ‘possibility
of replacing GOs, then tense relationships are characteristic. For

BOX 9.3
NGOD-government relationships in Kenya

Following the attempted coup in 1989, the Kenya government’s previowsly open
and accommodating attitude towards NGOs gradually hardened to the extent
that in 1989, for instance, the national women's organization {Maendeles »a
Wanawake) was affiliated to the national President’s party by decres. Sisilar
threats have been made against the National Counc! of Churches, and the more
radically empowering NGOs, particularly those affliated to the Catholic
Church. They have come under close scrutiny from the internal security services.

In 1991, after only cursory consultation with NGQs themselves, a’ new
framework was established for compulsory registration of NGOs with a statutory
beard accountable to the Office of the President. Efforts to ensure compatibility
of NGO’ operations with lacal development plans include the requirement that
NGOs should submit proposals for expatriate recruitment and for imports to the
relevant Distriet Coordinating Committee for approval. Additionally, NGOs are
required to coordinate their activities at district Jevel with those of government
under the District Focus for Rural Development stratégy cstablished in- 1985,
However, the coordinating performance of this strategy has been highly uneven.

Actions such a3 these have led to views {Kenya Daily Nation, 26 June 1992} that
the Coordination Board created under the NGO Act will continue to be treated
with suspicion by NGOs, '

Source:  Farringion, J. and Bebbington, A. (1993) Non-Gotierimental Organizations,
the State and Sustainable Agricultural Development (Londom: Routledge), p. 52, from -
original work by Wellard, K. and Copestake, J. G.




212 Governance, Administration and Development

example, in Bangladesh many civil servants complain of NGOs being
unfairly favoured by donors because they are fashionable and they
invest heavily in publie relations. They argue that NGOs have
inflated costs because of the salaries they pay and the resources,
particularly vehicles, they utilize. Privately, the country’s ministers
say that donors ‘make’ the government use NGOs — in effect NGO
involvement is an aid conditionality!

Detailed studies of NGO-state relationships provide ample evi-
dence of their diversity but tentative gencralizations are emerging.
Farrington and Bebbington (1993 and its companion volumes)
conclude that NGOs and GOs are ‘reluctant partners’, but argue
strongly that there could be considerable developmental benefits if
NGOs and GOs collaborated. Commontly, the weaknesses of GOs are
matched by corresponding strengths in NGOs, and vice versa, For
example, NGOs can often be effective in communicating with poorer
farmers and helping them to adapt new technologies to their needs,
but NGOs lack the technical capacity to make significant advances in
agricultural technology. GOs have much greater capacity for tech-
nology development but find it difficult to adapt technologies to the
specific needs of poorer farmers and to communicate innovations to
farmers. By working together, each can help the other overcome its
weaknesses. A specific example of NGO-GO collaboration in Indo-
nesia is provided in Box 9.4.

Hulme and Edwards (1997} are concerned that NGOs are paying
$0 much attention to managing their relationships with states and
donors that they are ‘losing their roots’ with the poor and powerless.
If they do not seize the present opportunity for strategic reorienta-
tion, which might entail scaling-down and pursuing fewer objectives,
then they will drift into cooption or irrelevance (Pearce, 1997).

While NGOs often assert their right to know what governments are
doing, governments have at least four legitimate reasons for wanting
to know what NGOs are doing. The first of these is to ensure that
NGOs are pursuing activities that merit their special treatment, such
as being non-taxable and having import duties waived in many
countries, because of their charitable status. The second is to ensure
that NGOs, and especially non-membership NGOs, properly account
for the resources that they utilize. There is now widespread concern in
Asian and African countries that large numbers of NGOs are being
set up largely for the benefit of their directors and staff. Unfortunately
most governments have a very limited capacity to identify such fraud
and punish its perpetrators. Interestingly, although many NGOs
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BOX 9.4

NGO-government relationships in Indonesia: the case of the
Institute for Social and Economic Research, Edncation and
Information (LP3ES)

Formed by activist intellectuals in 1971, LP3ES conducts socipeconomic
research, education and information  exchange in the pursuit of integral
development of human resources. It works extensively with government, seeking
to change its centralised top-down modes of eperation into approaches which
allow lotal people more say in their futare,

Government-sponsored expansion of irrigation in the 1970s and carly 1980s
increasingly spread into areas which already had some irrigation infrastructure of
their own. However, the top-down character of new irrigation design meant that
farmers had little interest in maintaining it. At the government's request LP3ES -
began research on social and technical aspects of irrigation development in the
mid-1980s, bringing in ‘community organisers’ on the Philippines mode! and
experimenting with different forms of water wsers’ associations. Information
collected during these three years of action research later proved invaluable
when LPIES was asked to assist the government in designing procedures for
handing over to farmers the maintenance of all irrigation schemeés under 500 ha
(totalling some 1 million in all) to farmers. To work successfully ‘with the
government of Indonesia required the prior building up of trust between NGO
and GO stafl, NGO willingness to pursue incrementalist approaches, and
measured amounts of opportunism, ddvocacy and constructivé criticism.

Source:  Farrington, J. and Bebbington, A. (1993) Non-Governmental Organizations,
the State and Sustaincble Agriculturs! Development (London: Routledge), p. 164, from
original work by Bruns, B. and Soelaiman, 1.

push for government transparency and accountability, very few are
prepared to be transparent about their own activities (Edwards and
Hulme, 1995).

The third reason for government concern with NGO activities is to
try to ensure that different NGOs coordinate their activities with
government agencies. This requirement often leads to conflict, with
NGOs claiming that coordination actually means control and greatly
reduces their efficiency, as has been the case in Nepal (see Box 9.5).
Governments point out that failures in coordination lead to villagers
receiving different messages from different agencies. This causes
confusion and Jeads to unnecessary duplication of services in somne
areas when other areas have no services at all. The final reason that
governments have to oversee NGO activities relate to internal
security. Many governments are concerned that NGOs create ideal
vehicles for hiding types of political activity which, rightly or
wrongly, the government has defined as unlawful. In Central and
South America, NGOs have at times been used as cover to help
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BOX 9.5
Government mechanisms for NGO coordination in Nepal

Veluntary action at the local level has a long history in Nepal, and continues to
be an important meaxns of providing facilities (bridges, trails, canals, schools,
temples) where communities remain isolated. From the 1950s to the 1970y,
government was hostile to the establishiment of new, larger NGOs unless they
could serve to draw in foreign funds and provide employment opportunities for
the élites who supported the political system. Compulsory registration of NGOs
with the newly established Social Service National Coordination Council
{SSNCC) under the patronage of the Queen was inoduced in 1975, with
strengthened procedures in 1978, but 2 number of NGOs are still able to operate
without registering.

The new constitution of 1990 removed some of the SSNCC's powers of
patronage and control, but a recently drafed government directive envisages a
new range of financial controls over NGOs and visa restrictions for expatriate
NGO staff, to be implemented through a re-strengthened SSNCC. Recendy
approved local government bills envisage NGO representation on Advisory
Committees to be set up by each Municipality and Village Development
Conumittee, NGOs will also participate in the design and implementation of local
development activities, with funds both from increased local government hudgets
and from their own resources.

Local government bodies are given the powers to ensure that the activities of
NGOs are consistent with the agreed local development framework, to ifsist on
coordination of activities among NGOs and to audit their accounts, Although the
extent to which this legislation will be implemented remains to be seen, it is clear
that closer coordination of NGOy activities with government development plans
is anticipated.

Source:  Farrington, J. and Bebbington, A. (1993) Non-Governmental Orgonizations,
the State ond Sustainable Agricuitural Development {London: Roudedge), p, 54, from
original work by Shrestha, N. and Farrington, J.

resource insurgents of both the left and the right. There i much
evidence that the USA’s Peace Corps was utilized by the CIA for
gathering intelligence in the 1960s and 1970s. Concern for regime
security remains a central issue in many countries. This partly
explains the continuing reluctance of many governments to whole-
heartedly embrace NGO activity.

We have already seen, in the case of LP3ES (see Box 9.4}, that
NGOs can consciously try to influence public sector activity and
make it more effective and efficient through innovations in structures
and procedures (for further examples see Edwards and Hulme, 1992,
pp- 49-97). However, NGOs may also impact on GOs in unintended
ways and often for the worse, The most obvious situation in which
this happens is when NGOs (offering more fulfilling work, better pay
and conditions, opportunities for overseas travel or whatever) attract
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key stall out of GOs. This situation is particularly serious in small
countries where replacements are difficult to find. In the Gambia,
both the Ministries of Agriculture and Health have reported in-
creased operational problems because of the loss of key personnel to
NGOs (Davis, Hulme and Woodhouse, 1994). Such losses may not
only hamper field activities but, ultimately, may reduce the capacity
of GOs to formulate policy and undertake internal reforms.

In other cases, NGOs can contribute to a more generalized loss of
motivation in GOs. In both Bangladesh and St Lanka, the authors
have frequently been told by public sector field staff that results can
only be achieved if they are resourced (vehicles, salaries, allowances,
telephones and so forth) at the levels of locally-operating NGOs. But
such a situation is impossible as these NGOs are resource-intensive
organizations, despite their image, and their programmes are rarely
replicable on a regional or national scale with only domestic funding,
This is usually not evident to the government field-worker, who
shakes his or her head and may assume that nothing can be achieved
until everyone has a four-wheel drive or motor-bicycle, ‘like NGO

people’.

NGOs, empowerment and politics

The ecarlier sections have largely treated NGOs in terms of thejr
operational activities such as providing credit or health care. How-
ever, many NGOs claim to be redistributing power at the local level
and influencing policy so that it is more favourable to the poor. They
describe their objective as ‘empowerment’. This term is most often
used in a rather loose sense but Friedmann {1992, p. 33} has
attempted to be more specific. He proposes that we see empowerment
as the extension of the social power (access to bases of productive
wealth), political power (access to and influence over the processes by
which decisions are made) and psychological power (the sense of
personal potency and self-confidence) of poor individuals and house-
holds. 1t has political implications for the relationships that such
people have with the state and its agencies, with private firms and
individual traders, and with those in civil society who wield power.
Empowerment is a grand objective ~ but can NGOs attain it? For
proponents of NGOs, empowerment is seen as a difficult, but
potentially realizable goal if appropriate strategies are selected. The
writings of Friedmann (1992), Clark (1991), Gran (1983}, Max-Neef
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(1991) and many others have made this case but it is Korten’s (1990)
influential analysis that is discussed here. Korten’s vision is of a
‘people-centred development’ cperating in 2 democratic society with
a mixed economy and a large and dynamic NGO movement. The
myriad of organizations which comprises the movement demands the
accountability of the state and of market-based organizations, This is
seen as lacking at present in all countries but particularly in devel-
oping countries,

The NGO movement also lobbies for policies that more effectively
meet the needs of civil society, and serves as a catalyst for the creation
of new NGOs. However, only certain forms of NGO can contribute to
such a vision: these are voluntary organizations driven by a commit-
ment to shared values or a mission (Clark’s PDAs in Box 9.1) and
people’s organizations (mutual benefit grassroots organizations).
Public service contractors, those non-profit organizations that are
state or donor funded to deliver services or goods and that feature so
prominently in neo-liberal theory, are judged to be ineffective. They
follow the market created by governments and/or donors which
reflects the interests of those who are already powerful. From this
perspective, one of the greatest challenges for NGOs today is to resist
the temptation of cashing in {metapherically and literally) on their
present popularity by contracting to implement donor-designed
projects. A switch to such activities will change the fundamental
characteristics of an organization (see Table 9.1) and move it away
from an empowerment approach.

In essence, Korten’s prescription is grounded in a pluralist political
framework. This makes it vulnerable to a set of questions about the
nature of social and political change. Why would those who hold
state power permit a plethora of NGOs demanding accountability
and empowerment of the poor to evolve? Within the community, how
would such organizations avoid capture or annihilation by local
élites? And amongst themselves, are NGOs likely to network, coalesce
and cooperate or are competition, suspicion and conflict more likely
relationships?

For Paulo Freire (1972), a Brazilian priest who helped to inspire
liberation theology and whose ideas are held in great respect by many
NGO personnel, this pluralist image of life in developing countries is
fundamentally flawed. He proposes a much more radical analysis that
encompasses the conflictual nature of class relationships and the
active role that oppression plays in perpetuating poverty. What is
needed is not individual or group empowerment, but ‘social class
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TABLE 9.1

Key characteristics of organizations Pursuing a mission and public
service contractors '

Characteristic Mission-based < - ~Contimmnim - 3 Pablie service

organization 3 contrectors

Resources Voluntary donations < « - e - o > Contracts

Goals Social change ¢ -w-_-.. m———— 2 New contracts

Accountability Downward @ - - ccwmcemene._ > Upward

Staff orientation Miasioné—--—-———«--—--—---:»job

Staff status Volunteerfmember € - wecee .. 3 Employee

Definition of targets By members € == cw o e _ > By government ang
donor

HQ costs LOW @ oo > High .

Planning Incrementalist g == e e oL 3 Blueprint

Capacity-building  For members & === —w=wiw— -5 For agency

Activity timeseale  indefinite € e e mwwam o ncnw oo > 2-5 years

Seurcez  Hulme, D. (1994) ‘Social Development Research and the Third Sector: _
NGOs as Users and Subjects of Social Enquiry’, in D. Booth (ed.), Rethinking Social
Development (London: Longman), pp- 251-7,

empowerment’ (Freire and Shor, 1978). - This -entails ‘that sociai
activists (that is the members of mutual benefit organizations and
the staff’ of public benefit organizations) adopt a ‘dialogical and
problem-solving’ educational approach which leads peor people into
analysing for themselves why they are poor and how they can change
things. Such consciousness-raising will lead them out of their passivity
and they will then work together to change the social, economic and
political structures that oppress them. This strategy will almost
inevitably yield a set of adversarial actions against existing structures
and relationships, These may become violent and even revolutionary
if those who hold power do not accede to the changes that the newly-
conscious poor demand. The weakening of left-wing political ideas
since the late 1970s has meant that while some NGOs continue to talk
of ‘conscientization’, their framework for action has become pluralist
not radical (see Box 9.2 for an example).

Strategic choices for NGOs
The earlier sections have identified the major forces that shape NGO

activity. At one extreme is the temptation to adopt a service-delivery
approach; at the other is the challenge to take on a radical political
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identity and directly confront local élites, the state and the interna-
tional system. Many NGOs are currently examining their strategic
options, aware of the passing nature of donor fads and the danger of
co-optation. Edwards and Hulme (1992) have identified four main
strategies that NGOs might pursue to enhance their contribution to
development and poverty-alleviation, These are expanding their
operational programmes, working with government, advocacy and
policy-lobbying and supporting community-level initiatives. These
strategies are not mutually exclusive and many NGOs practice a mix.
Deciding which strategy(ies) to emphasize and ensuring that
strategy mixes are complementary and not contradictory is the
central task for NGO managers. Some strategy mixes have significant
potential synergies: for example when local-level operational activ-
ities provide a data source for policy-lobbying exercises (Edwards and
Hulme, 1992, p. 215). Other mixes are likely to generate conflict
within an agency: for example, when an agency that operates service
provision gets involved in advoecacy work that may threaten the
financial sources that permit field operations. The study by Edwards
and Hulme reveals that any notion of an optimal NGO strategy is
specious. Strategies must be selected in terms of objectives and need to
be appropriate for specific contexts. However, in common with
Korten (1990} and Clark (1991), they argue that the consequences
of scaling-up service delivery activities need to be very carefully
analysed. For many NGO objectives, small may still be beautiful,

Conclusion

This chapter has illustrated the heterogeneity of NGOs and the
differing concepts that inform their actions. In the last decade, NGOs
have experienced a wave of popularity, fuelled by the generosity of
aid donors and perceptions of state failure. But NGOs are no panacea
for poverty-reduction and a number of their limitations have been
tdentified. While they have some comparative advantages over the
public sector it would be an illusion to imagine that the patchwork of
services that NGOs provide could substitute for state provision of
basic education, primary health care, welfare services and essential
infrastructure. While some NGOs might justifiably claim to be help-
ing the socially ~nd economically excluded to integrate into society,
others have distinctly sectional interests that could be seen as weak-
ening social cohesion by fuelling religious and ethnic identities.



Beyond the Marker, Beyond the State 219

In the future, NGOs must look to the ways in which their activities
can help shape the state and their role within cjvil society. A growing
body of opinion argues that they need to Pursue two main tasks. The
first is the strengthening of civil society in ways that make it more
cohesive and more effective in articulating its needs and demanding
public accountability froni the bureavicracy and political leaders; The
second is reforming the state and its policies (by adversarial or
collaborative tactics depending on circumstances) so that it is better . .
able to meet the demands of the poarer sections of civil society.



10

The International
Environment:
External Influences
and Governance

Throughout this book, and particularly in Chapters Two and Five,
reference has been made to the ways in which international factors
shape and influence the nature of public administration and policy-
making in developing countries. These international factors have
incladed the activities of colonial powers in the nineteenth and
twentieth centuries, the operations of international development
agencies — such as the World Bank and UN agencies — and the
current promotion of ‘market forces’ and privatization. This chapter
explores the international environment in detail. Initially it describes
the historical background of the colonial and post-war eras and
identifies their administrative legacy. Subsequently it explores the
contemporary scene and in particular the implications of the end of
the Cold War and the increasing globalization of production, ex-
change, media and ideas. During the 1990s the choices open to the
governments of developing countries about the reorientation of public
sector activities have narrowed and an increasingly powerful ortho-
doxy, arguing that all countries should practice the ‘new pubiic
management’, has emerged.

220
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The colonial era and its legacy

Colonial administrations have been caricatured as the ‘night watch-
man state’, focusing on law and order, the extraction of taxes and the
export of primary commodities. Policy-making was a responsibility
for authorities back in London, Paris, Brussels, Lisbon and Canberra.
The social and economic needs and desires of the ‘native’ population
attracted minimal concern (other than occasional demonstrations of
paternalisin and the oversight of church and charitable organiza-
tions); and power was vested in the hands of a small, and usually
white, élite. The catharsis of independence was inevitably associated
with hasty attempts at localization of positions in the state, with the
establishment of administrative colleges and large-scale training
initiatives supposedly supplying the qualified human resources. How-
ever, such activities rarely created the capacity for indigenes to take
aver the limited functions of the colonial administration effectively,
let alone work out how to meet the escalating public expectations and
demands associated with independence.’ : o

Although the colonial legacy varied from power to power, and .
from ex-colony to ex-colony, a common set of features can be
identified in many countries:

® A tendency towards the centralization of power; _

® Ambiguity about the roles and relationships of public adminis-
trators and politicians (as domestic politicians were latecomers);

e A tradition that senior civil service appointments should be
allocated to generalist administrators, rather than to those with
technical or specialist backgrounds;

¢ A reluctance to previde information to those outside of the
administration; .

© An emphasis on following statutes, rules and procedures (role not
task);

¢ Limited consultation with the public and little recognition of a
role for the media;

® An emphasis on written communication and the processing of
paper; _

e Relatively high levels of non-salary compensation for middle and
senior level officers (for example free or highly subsidized housing).

While the colonial era ended more than 25 years ago in most
developing countries — and almost 50 years ago for the Indian sub-
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continent — much of this legacy remains. Indeed, in countries such as
Bangladesh, the current administrative laws are usually those intro-
duced by the British 50 to 100 years ago, South Asian civil servants
commonly claim that ‘their system’ follows ‘the British system’; such
claims are made with pride and are to demonstrate the pedigree and
quality of their civil services. They fail, though, to note that they are
based on a British colonial model (rather than the British domestic
model) and that, 50 years on, modifications might well be desirable.

The Cold War era

During the 19503, 1960s and 1970s the influence of the Cold War —
the tussle for the maintenance or expansion of spheres of influence
between the USA (and its liberal democratic allies) and the USSR
(and its communist allies) — heavily influenced events in developing
countries. By providing both development and military aid the two
superpowers sought to win the support of poorer countrics. While
both West (the USA) and East (USSR) had common perspectives on
some administrative issues — such as the central role of state agencies
in public service delivery, the desirability of national planning and
the need of poorer countries for aid-financed technical assistance —
there were vast differences about the role of the private sector and the
nature of governance.

The influences of development aid on public administration and
policy-making during this period are numerous (see Riddell, 1987)
but here we shall mention only four that are of particular si gnificance.
First, despite the rhetoric of helping the neediest countries, aid-flows
have tended to follow the foreign policy and commercial interest
needs of donor countries. Notoriously, US aid has focused on middle-
income countries, particularly Israel, Egypt and Turkey. In 1991, the
world’s biggest bilateral donors (the US and Japan) spent only 17 per
cent of their aid budgets on the least developed countries while only
two OECD countries allocated more than 40 per cent of their aid to
the Jeast developed countries (Randel and German, 1993, p. 65).
Thus, aid was not targeted on improving the performance of bureau-
cracies in those countries most in need of assistance.

Secondly, as described in Chapter 6, up to the 1980s donors focused
almost exclusively on disbursing aid through public sector projects.
The consequences of this, allied to donor proliferation and weak
donor coordination, were to divert policy-makers and senior bureau-
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crats from overall policy formulation to simply responding to the
demands of consultancy missions about individual projects. Morss
(1984) describes this process as institutional destruction in sub-
Saharan Africa, and other writers (Cohen, Grindle and Walker,
1985) have shown how pervasive it has been. S

Thirdly, much of the aid that donors disbursed promoted the
transfer of models that subsequently proved inappropriate (but which
created vested interests that made withdrawal difficult) or followed
fashions that were later abandoned. The former situation can be
illustrated by the donor predilection for building hospitals and
training doctors in sophisticated curative medicine in the 19605, Such
investments hampered development of the primary health ¢are and
preventive medicine approaches that were most appropiiate for low-
income countries. The latter situation is illustrated by the ‘commau-
nity development’ fad of the 1950s and early 1960s (Hulme and
Turner, 1980). Although donors pulled out of funding this activity in
the mid-1960s the ministries and departmients of community devel-
opment they established limped through the 1970s and 1980s absorb-
ing public fands while searching for a new mission.

Finally, there is much evidence that the tens of billions of dollars
that donors put into technical assistance, largely for the public sector,
have contributed little to improved organizational performance or
policy formulation. Berg (1993) has made a damning case of this
outcome in Africa, where there is now a greater dependence in
government on expatriate experts than at the time of decolonization.
While some think that Berg’s work has focused on the poorest
example of aid effectiveness — sub-Saharan Africa — and is over-
pessimistic, there is still a strong argument that development aid in
the 1950-80 period did little to enhance management performance in
the public sector. ‘

The pressures of the Cold War not only led to development aid
being allocated on the basis of the strategic interests of donors: they
also fostered increasing levels of military assistance. Both superpowers
rewarded friendly governments with arms and expertise for use in
retaining power in the event of internal or external threats. Such
dependent allies often engaged in corrupt and oppressive activities
which the donors chose to ignore. The effects of these activities
continue through to the present day in terms of the political
importance of the military in many countries. This relates to the
military’s command over public resources and its influence over
public policy. Between 1960 and 1987, developing country military
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expenditure increased three times faster than in industrialized coun-
tries from US$24 billion to US$145 billion, at constant prices
(UNDP, 1994, pp. 51-7).

Even more alarmingly, the least-developed countries increased the
military’s share of GDP from 2.1 per cent to 3.5 per cent over this
period (ibid., pp. 170~1): for every physician they financed 88
military personnel. The military’s influence over public policy has
ranged from a capacity to ensure that ‘defence’ budgets are safe from
cuts, to high proportions of ‘retired’ military personnel directing
public enterprises, to the complete control of policy when military
regimes seize power. Military coups have been a recurrent feature of
political life in Africa, Asia and Latin America. Despite the recent
wave of global ‘redemocratization’ the military remains standing in
the wings, a contender for power, in a large number of developing
countries.

Arcund 1980 a new set of issues began to emerge as many low-
income and middle-income countries found themselves in a deepen-
ing financial crisis with increasing oil prices, rising interest rates,
adverse shifts in the terms of trade and spiralling national debt. The
short-lived attempt by developing countries to obtain a direct inter-
national political solution to their problems drained away after the
Cancun Summit of 1981, and most countries found it necessary to
negotiate with the international financial institutions (IFIs) for
resources to keep their economies functioning. They sought economic
stabilization loans from the IMF and structural adjustment loans
from the World Bank (see Box 10.1).

These requests for IFI support coincided with the rise of neo-liberal
thought in the West and the elections, and re-elections of Reagan and
Thatcher. The IMF and World Bank were heavily influenced by neo-
liberal and monetarist theories and made their loans conditional on
recipient governments agreeing to economic targets (see Mosley,
Harrigan and Toye, 1995 for a detailed analysis of structural adjust-
ment). Central amongst such conditions were targets for lower levels
of public expenditure, parastatal divestiture and reduced government
intervention in economic, financial and industrial policy. The focus of
these early structural adjustment programmes was basically econom-
ic, and although they had profound implications for the public sector
(and social welfare) such second order effects were not given much
attention. While many developing countries signed ap for such loans
~ they had little choice — very few honoured all of the loan conditions
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BOX 10.1
The World Bank, IMF and struciural adjustment

The World Bank {officially ealled the International Bank for Reconstruction and
Development) and the International Monctary Fund {IMF), sometimes known
as the Bretton Weods institutions, were established in 1944 to ensure a
cooperative approach among nations to international monetary isues and to
financial reconstruction after -the Second World War. Both have their
headquarters in Washington DC in the USA and both have been very heavily
influenced by US governments over the years. .

The IMF focuses on providing credits to countries to help them swabilize their
economies when they encounter balance-of-paymenit difficulties or probléms
associated with cyclical economic events, Although these loans are intended for
short-term stabilization {one to three years), in the 1980s the IMF began to set
conditionalitits on countries wishing to draw down funds, These were similar to
the conditionalities that the World Bank negotiates, in having 2 neo-liberal
thrust {cutting subsidics, frecing trade, promoting exports, opening the banking
system, floating the exchange rate}, aithough the IMF and Bank often differ on
detail, sequencing and emphases,

The World Bank’s role is to provide developing countries and wansitional
economies with grants and foans for long-term development. By the early 19905 it
was disbursing US$20 billion per annum for agricultural, industrial, infra-
structural, educational, health and structural adjustment loans (SALs). The
latter have become increasingly important since the mid-1980s: they support
changes in policy. While most people agree that economic structural change is
necessary in developing countries the Bank’s SALs have been widely blamed for
intensifying poverty and their contribution to cconomic growth is highly
contested.

The Bank’s influence extends far beyond jts direct lending activities ad it ses
the international agenda for development; chairs the donor groups that provide
aid to the major developing countries; and, is a focal point for aid activities in
many countries. :

(1#id). Commitments to privatization slipped and, where reductions
in the number of public servants occurred, these were arbitrary or
based on the award of ‘golden handshakes’ rather than a systematic
review of priorities.

From the mid-1980s, Gorbachev’s rise to power in the USSR led to
reduced superpower military competition, although embarrassing hot
spots such as Afghanistan remained. The fundamental turning point
came in 1989 with the fall of the Berlin Wall, the collapse of
communist regimes in Eastern Europe and the recognition that
Russia’s economy could not support its superpower status any longer,
The end of the Cold War provides the context for the contemporary
set of international influences on public administration and policy in

developing countries.
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The contemporary international environment: context

While the collapse of the Soviet Union as a superpower has not led to
Fukuyama’s (1292) proclaimed ‘end of history’, it has produced a
situation in which capitalism, as an economic system, and democracy,
as a form of governance, have no conceptual rivals of comparative
stature. With only a few exceptions the contemporary agenda for
national policies are economic and political liberalization. China,
Vietnam, Laos and Cambodia are examples of economies that have
opened up to the market and are in ‘transition’ to capitalism. India is
moving towards economic liberalization while its neighbour, Sri
Lanka, has swept away barriers to import and export. In Africa,
multi-party political systems have replaced one-party states in Ken-
ya, Malawi, Tanzania and Zambia. The Mexican economy has
been integrated with those of its North American neighbours and
a credible opposition has evolved to challenge the Institutional

evolutionary Party (PRI) which has held power for more than 60
years. ’

The conclusion of the Uruguay Round of the General Agreement
on Trade and Tariffs (GATT) has created the legal and institutional
framework for a deepening of the globalization of the world economy.
This is evident on the supply side as commodities, capital, technology
and organizational expertise move rapidly from country to country as
transnational corporations search out lower cost bases for production
and distribution. It is evident on the demand side as consumerism
spreads into Africa, Asia, Latin America and the former Iron Curtain
states: if you have the money, then ‘Black Label’, ‘Marlboro’, ‘Levi’,
‘McDonald’s’ and ‘Mercedes’ can now be openly purchased in most
parts of the world. The capacities of different nations to adapt to the
rapid economic changes of a globalized economy vary enormously
and, to date, it appears that the poorest countries will bear the
highest costs.

Globalization is not merely an economic process: it also has social
and political dimensions. Increasingly, non-Westerners are enter-
tained by foreign television programmes, play rock-and-roll music,
search out discotheques and practice behaviours that would have
been strongly discouraged only a few years ago. The media are
globalizing, with satellites beaming entertainment, news and adver-
tisements into parts of the world that were formerly isolated. Increas-
ingly, a handful of corporations determine what is and is not
newsworthy (Smith, 1980). While many lament that globalization
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means Westernization, and thus Western hegemony, these criticisms
have little impact because of the lack of any clearly articulated
alternative (though one may be evolving in the Islamic world).

The end of ideological hostility between the ‘capitalist’ and the
‘communist’ blocs has not yicIdcd_t_he_ global peace dividend that
many expected. While the large number of nuclear weapons that the
USA and USSR had trained on each other have been drastically
reduced the number and frequency of major conflicts has increased.
Indeed, the ‘new world order’ proclaimed in 1990 has turned out to
be the ‘new world disorder’ (Edwards and Hulme, 1994). The
weakening of states formerly supported by the Soviet Union, the
promises of democracy and choice, a resurgence in micro-national-
isms and the opportunistic behaviour of nations as different as Iraq
and France (what really did happen in Rwanda?) has fuelled this
disorder, L

The conflicts of the late twentieth century are,-however, quite
distinct from those of earlier decades. First, they are largely within
nations, rather than between nations: during the 1989-92 period only
three of the world’s 82 conflicts involving significant numbers of
deaths were across national boundaries (UNDP, 1994). Secondly,
most of these conflicts are outside of industrialized nations. In 1993,
65 of the 79 countries in which major conflicts or significant violence
occurred were in developing countries {1bid.): these ranged across the
developing world from Semalia to Iraq to Sri Lanka to Cambodia to
Peru and El Salvador. Thirdly, most of the death and suffering
created by conflict is now imposed upon non-military personnel. ‘At
the beginning of this century, around 90 per cent of war casualties
were military. Today about 90 per cent are civilian® (ibid,, p. 47).
The "consequences of this are all too apparent as the number of
refugees fleeing conflict has passed 20 million and continues to grow.
If Duffield (1993) is correct then the escalation of conflict is not a
temporary phenomenon but a trend which wiil continue,

While Western nations express their anguish about conflict, the
USA, UK, France, Germany, Spain and the Netherlands continue to
actively promote arms sales to developing countries. Some developing
countries with significant arms manufacturing capacity, such as
China, also vigorousty exploit market opportunities in the arms trade.
On both the demand and the supply side the stage scemis set to
guarantee the military a major role .in developing .countries.- It has
also had knock-on effects for the military in industrialized countries.
In the UK, for example, the military increasingly sees its role as
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peace-keeping and emergency relief work overseas rather than de-
fending Britain. )

Finally in this section, mention must be made of changes in aid

flows and the international agencies that plan and manage develop-
ment grants and loans. Recession in the early 1990s and governments’
plans to reduce public expenditure have led OECD countries to
reduce aid volumes. In 1993, OECD aid fell to US$56 billion against
US$61 billion in 1992 with 17 of its 21 members cutting their
allocations (German and Randel, 1995, p. 3). The UK, US, Canada,
Italy and Sweden have all cut flows significanty while Germany
seems set, at best, to freeze expenditure at present levels. Only Japan
is increasing its aid budget, but at much lower rates than in the 1980s.
Given that many developing countries have substantial debts to
service it scems likely that the resources available for development
will decline in many countries,
. Although it is difficult to distinguish *policy dialogue’ from ‘donor
conditionality’, that is donors insisting that recipient nations agree to
certain policy changes in order to access funds (Cassen, 1994, p. 59),
there is much evidence that the setting of conditions will remain a
significant aspect of aid in coming years. In the macroeconomie
sphere most of the responsibility for this lies with the IMF and World
Bank for their stabilization and structural adjustment loans (see Box
10.1). Commonly these conditions include economic policy conditions
— devaluing the currency, floating interest rates, reducing public
expenditure — and institutional changes such as public enterprise
divestiture and the opening up of the banking system. Post-Cold War
conditionality has spread to include political matters, such as human
rights, election and media freedom, and Western advocacy groups
have pushed for conditions to be set in terms of gender, environ-
mental management and military expenditure. The application of
sanctions in relation to non-compliance with conditions has been
inconsistent and reveals the continuing importance of domestic
economic and political considerations in donor behaviour. While
sanctions may be applied to the small fry of Kenya and Malawi
donors appear unwilling to risk their trade relations with countries
such as China or Indonesia.

The future role of the mulitilateral development agencies is increas-
ingly unclear. The UN system has lost credibility over the last decade
with mounting public evidence of under-performance and incempe-
tence in the FAO (Abbott, 1992), UNESCO and WHO (whose
accounts the UK National Audit Office has refused to approve), and
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its peace-keeping and humanitarian activities, Its role in shaping
technical cooperation has been withering away and the main ‘think-
tank’ for how to improve policies and institutional capacities in
developing countries in virtually all sectors has become the World
Bank. The Bank has importance not simply in terms of the loans and
grants it disburses but also in terms of the way that jts actions shape
the behaviour of other donors and of domestic policy-makers (George
and Sabelli, 1994). Its position is far from secure. While it can absorb
‘Bank-bashing’ from left-wing critics, it is also confronted with
growing threats from the Republican Party in the USA and from
the wider American electorate, who question the need for the Bank
now that the USSR has collapsed. In response, it has latched on to
poverty-alleviation, environmental! conservation and good govern-
ance as goals for its activities. The last of these, good governance, and
its bed-fellow the new public management, have considerable im-
plications for public administration in developing countries, and it is
to these that we now turn. .

The contemporary international environment: key concepts

Two concepts currently set the intellectual agenda for change in the
public sector of developing countries — ‘good government’ and ‘the
new public management’. The notion of good government (also
referred to as good governance) arose in 1990 as the dust settled
over the Berlin Wall and international development agencies ad- -
justed their policies. Western bilateral donors seized the opportunity
to extend their activities beyond mere projects and policies to press
for the reformulation of the framework for government in recipient
countries. Fundamental changes in political and administrative
structures, it was argued, were a prerequisite for development. The
multilateral agencies (World Bank, IMF and UN agencies) con-
curred with this, They carefully skirted around pronouncements
about formal political structures, as required by their articles of
association, and have highlighted technical issues such as account-
ability and transparency.

Although there are a variety of interpretations of the exact nature
of good governance (see IDS, 1993, Pp- 7-8, for a list of statements)
‘there has emerged a common core of ideas ... there is a new
orthodoxy which is likely to be with us for the foreseeable future’
(Moore, 1993a, p. 1). This orthodoxy is promoted by the focusing of
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intellectual and political activity around the issue of good governance
and, less subtly, by agencies attaching political conditionalities to
loans and grants (Robinson, 1993).

‘Typical of bilateral donors is the UK’s Overseas Development
Administration (ODA), for whem the promotion of good government
is a prime objective. ODA has identified four main elements that
underpin the concept: the legitimacy of government, the account-
ability of government, the competence of government, and respect for
human rights and the rule of law (see Box 10.2). The World Bank also
identifies four key dimensions to governance, but avoids direct
comments on political structures. These are public sector manage-
ment, accountability, the legal framework for development, and”
information and transparency (see Box 10.2).

Of the many issues deriving from the good governance agenda
there are two that are particularly relevant to our discussions. The
first is that in both its political and technical forms, good governance
places improved public sector management as a key developmental
goal for donors: across Africa, Asia, Latin America and the former
Iron Curtain, aid agency personnel are placing public sector manage-
ment on their agenda and are hunting out projects in this field.
Secondly, although there are some differences in the detail, the major
donors are agreed that what developing countries must do to improve
public sector management is to sweep away the traditional public
administration paradigm that underpins their bureaucracies and
introduce the new public management (NPM). We now turn to this,

While there are a number of approaches by which public sector
management might be improved, contemporary theory and practice
has focused almost exclusively on the types of reform adopted in the
USA, UK and New Zealand (see Box 10.3) in the last 15 years. The
long-term benefits of such reforms still await empirical validation, but
for development agencies and international consultants these changes
— efficiency units, performance management, contracting-out, mar-
ket-testing, agency status — commonly called the new public manage-
ment, are a blueprint. Donors concur with Osborne and Gaebler’s
(1992) conclusions, from their influential hook Reinventing Government,
that a ‘new paradigm’ has emerged for the public sector based on an
‘entrepreneurial revolution’. This is apparently part of the ‘march of
history’, and 2 ‘global revolution’ has been unleashed to transform
public sector performance (ibid., pp. 321-31). Although, in their own
countries the progress of public sector reform initiatives has taken
many years and been an evolving rather than a comprehensively
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BOX 10,2
Official views on good Bovernment

The UK's Overseas Development Administration (ODA) notes that good
government is ‘complex’ and identifies four components;

1. The legitimary of government: government, which depends on the existence of
participatory processes and the consent of those who are governed;

2. The oecountability of both the political and official elements of government for
their actions, depending on the availability of information, freedom of the
media, transparency of decision making and the existence of mechanisms to
call individuals and institutions to account;

3. The competence of governments to formulate appropriate policies, make tmely
decisions, implement them effectively and deliver services;

4. Respect for kuman rights and rule of law, to guarantee individual and group
rights and security, to provide a framework for economic and social activiry
and to allow and encourage all individuals 1o participate,

The World Bank identifies four major components in governance. While these
partially overlap with ODA’s usage of the-term, Pronouncements on political
structures are avoided:

1. Public sector management: government must manage its financial and personnel
resources cffectively through appropriate budgeting, accounting and
reporting systems and by rooting out inefliciency particularly in the
parastatal sector,

2. Acccuntability: public officials must be held responsible for their actions, This
involves effective accounting and auditing, decentralisation, “micro-level
accountability’ to consumers and a role for hon-governmental organisations.

. 3. The legal framework for development: there must be set of rules known in
advance, these must be enforced, conflicts must be resolved by independent
Judicial bodies and there must be mechanisme for amending rules when they
no longer serve their purpose, '

4. Iyformation and tronsparency: there are three main areas for improvement, (a)
information on economic efficiency; {b) transparency as a means of
preventing corruption; and () publicly available information for policy
analysis and debate.

Sources:  ODA (Overseas Development Administration) (1993} ‘Good Govern-
ment’, Technical Note no. 10 {Losdon: ODA); World Bank {1992} Governanee and
Development (Washington D.C.: World Bank).

planned process, donors usually frame reform inttiatives in develop-
ing countries as three to five-year projects,

Dunleavy and Hood (1994) identify two main ‘shifts’ in the move
from public administration to the new public management. Moving
‘down group’, which means making the public sector less-dist:nctive
from the private sector in terms of personnel practice, pay, procedures
and other features: and moving ‘down grid’, which means reducing
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the density of general procedural rules governing public sector
activity and increasing the discretionary power of senior and mid-
dle-level public servants, especially over staff, contracts and money
(ibid., p. 9). The main shifis in a switch to the new public manage-
ment are summarized in Box 10.4.

Proponents of this new paradigm have been successful in dissemi-
nating its key features and persnading potential patients of its
curative powers, Allied data have been mobilized to argue
an empirical case that countries following this model have made

BOX 103
New Zealand: the new public management in action

The proponents of the New Public Management have often identified New
Zealand a3 an exemplar of this contemporary mode of administrative reform. In
the mid.15%0s the New Zealand model embraces the following elements;

® A preference for retaining key governmental powers and responsibilitiey at
the central government level with only limited devolution to sub-national
government, despite considerable rhetoric about devolution in the 1980s,

* A strong emphasis on the use of incentives to enhanee performance, at both the
institutional and the individual level (c.g. short-term employment contracts,
performance-based remuneration systems, promotion systems, ¢tc.).

® An extensive use of explicit, generally written ‘contracts’ of various kinds,
which specify the nature of the performance required and the respective
obligations of agents and principals (e.g. performance agreements between
ministers and departmental CEs, purchase agreements between ministers and
departments, and contracts between fimders and purchasers and between
purchasers and providers}. In addition to the emphasis on ex ants performance
specification, more exacting monitoring and reporting systems have been
introduced.

# Thedevelopment of integrated and relatively sophisticated strategic planning
and performance management systems throughout the public service. Key
elements include the specification by ministers of strategic result areas and
key result arcas and the integration of these into CE's performance
agreements and departmental purchase agreements.

» The removal, wherever possible, of dual or multiple accountability
relationships within the public sector, and the avoidance of joint central
and local democratic control of public services.

¢ The institutional separation of commerdial and non-commercial functions:
the separation of advisory, delivery, and regulatory fanctions; and the related
separaton of the roles of funder, purchaser, and provider.

¢ The maximum decentralization of production and management decision-
making especially with respect to the selection and purchase of inputs and the
management of human resources.

Source:  Boston, J., Martn. }., Pallot, J. and Walsh, P, [1996) Public Management:
The New Zealand Mode! {Auckland: Oxford University Press}, p. 5.
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BOX 10.4
From old public administration to new public management

¢ Reworking budgets 1o be transparent in accounting terms, with costs
attributed to outputs not inputs, and outputs measured by quantitative
performance indicators o

¢ Viewing organizations as a chain of low-trust principaljagent relztionships
(rather than Gduciary or trustee-beneficiary ones), a network of contracts
linking incentives to performance

¢ Disaggregating separable functions into quasi-contractual or quasi-market
forms, particularly by introducing purchaser/provider distinctions, replacing
previowsly unified functonat planning-and-provision structures

* Opening up provider roles to competition between agencies or between
public agencies, firms and not-for-profit bodies

¢ Decconcentrating provider roles to the minimum feasible sized agency,
allowing users more scope to ‘exit’ from one provider to another, rather than
relying on ‘voice’ options to influence how public service provision affects
them,

Source;  Dunleavy, P. and Hood, G. (1994) ‘From Old Public Administration to
New Public Management’, Public Money and Management {July/Sept), pp. 9-16.

substantial savings in public expenditure and improved services
(Osborne and Gaebler, 1992). Thus, few recipient governments have
seriousty challenged this prescription. Although policy-makers and
senior administrators in many developing countries have grave
reservations about the introduction of the new model these are
usually presented in the form of it-‘not being compatible with our
culture’, Such vague statements are easily brushed aside by interna-
tional agencies as the lament of those with vested interests in the
maintenance of the status quo. Hood and Dunleavy’s (1994, pp. 10—
13) fourfold classification of the critiques of the new public manage-
ment provides a framework for systematically examining the poten-
tial costs of introducing the model to specific developing countries.
These can be weighed against the potential benefits.

The fatalist critique argues that the NPM cannot tackle the funda-
mental problems underlying public sector performance — human
error, poorly designed programmes, corruption and patronage. This
is 2 negative critique, in that it does not formulate an alternative, but
it usefully points to the need to question whether NPM can change
organizational culture or whether the approach will be rhetorically
absorbed while pre-existing behaviours, such as centralization and an

aversion to innovation, persist.
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The individualist critique, usually associated with the right wing,
argues that performance enhancement derives purely from ‘entrepre-
neurial activity in response to market signals’ (ibid., p. 11). The NPM
is not radical enough as it entails quasi-markets and quasi-contracts.
instead, all contracts should be market-based, purchaser-provider
contracts should be open to litigation, no staff should have tenure and
all stalf should receive pay on a performance basis. Governments in
developing countries have not adopted this extreme position to date
although much diluted versions can be located in some of the
dynamic Asian economies.

The hierarchist critique is concerned about the potential destabilizing
effects of the NPM if the processes of change get out of hand and do
irreversible damage to public sector provision. The NPM may
encourage the pursuit of efficiency in flawed policies, a short-term
focus on gost reduction and an erosion of state capacity to take a long-
term perspective about technology, research capacity, education and
the environment. The transaction costs of switching to contracts and
quasi-contracts may be very high. This critique is the basis for much
of the concern about NPM in developing countries. The bureaucracy
may be inefficient, but it plays a key role in stabilizing the political
economy of the nation. Rapid reform could have political conse-
guences that raise the probability of unrest and civil strife. The social
and economic costs of this could be enormous while political legiti-
macy and regime survival could be severely tested. Similarly, a short-
term focus on efficiency might reduce the development of human
resource potential in the long term. According to this critique, reform
needs to be centrally steered, cautiously introduced and with the
assurance that core public sector capacities are retained.

The egalitarian critigue, which is associated with left-wing arguments,
postulates that the NPM will promote self-interest and corruption.
Policy-makers and senior civil servants will opt for privatization and
marketization because of the increased opportunities for malfeasance.
Welfare-reducing ‘hiving off’ of functions and agencies will occur as
civil servants pursue both cost reductions and narrowly defined
performance indicators. This will lower service quality and present
citizens with a fragmented set of single-service providers of which they
can make little sense. Accountability moves out of citizen hands and
into those of a ‘new magistracy’. From this perspective, it is argued
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that public servants must demonstrate the benefits of reform to
citizens before large-scale change occurs; and, centrally controlled
‘anti-corruption’ units become important,

Observers of privatization in developing countries will find these
arguments of great significance. The concerns of egalitarians are
borne out by research in Sri Lanka about the selection of the owners -
of privatized public enterprises and the prices they paid (Kelegama
and Dunham, 1993). Similar accounts have emerged from Pakistan,
Eastern Europe and the former Soviet Union, These are not one-off
problems, as in some cases public monopolies have been converted
into private monopalies with weak regulatory frameworks, As eco-’
nomic theory confirms, there are few better investments than a
private monopoly without regulation! - :

Problems and prospects of the new public management

The World Bank and powerful bilateral agencies (USAID and ODA)
are keen to promote the NPM in developing countries. Responses are
mixed but, interestingly, they are most likely to be supportive to
NPM introduction when the egalitarian critique is valid: i.e. when
the national élite recognizes the increased opportunities that market-
ization will provide for them. S : '
Concerns about the NPM should not focus on an abstract notion of
whether it is right or wrong. Rather, analysts and practitioners need
to adopt the contingency approach that dominates contemporary
thinking in organization theory (see Chapter I) and ask in what
contexts is the NPM likely to achieve performance improvements. In
addition, they need to recognize the continuum from ‘soft’ 1o *hard’
approaches towards the NPM, In countries with pre-existing high
levels of corruption, a key question will be whether the NPM will help
reduce this or whether the NPM wil] permit malfeasance at higher
levels than were previously possible. In fledgling democracies and
contexts where political violence is common, the key question will be
whether NPM reforms will strengthen or weaken national stability,
As the former President of Sri Lanka, Julius Jayawardena,. advised
one of us when questioned ahout his failure to institute civil service
reform — ‘with an ethnic civil war in the Nort", a youth uprising in
the South, my neighbour [India] ratthing her sabre and plummeting
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commodity prices, do you think I needed to set the civil service
on fire?’

Following along these lines, proponents of the NPM need to
examine whether human resources and organizational capacities
within a developing country are sufficiently developed to make
market or guasi-market based competition feasible. In many smaller
countries and poorer countries the likelihood of competing providers,
or getting genuine second and third quotes for specialized services,

. which are the bulk of public services, is low,

Two further problems confront proponents of the NPM in devel-
oping countries, one conceptual and one empirical. The former
relates to the broader notion of good governance: how can donors
demand that governments are more democratic and more responsive
to citizens needs and, at the same time, set conditions that require
elements of the NPM to be adopted (that is deny citizens a full range
of policy. options). Our personal contacts with African and Asian
policy-makers have revealed the cynicism that donors have created
by good governance policies preseribing ‘democratic decision-making
as long as it coincides with their [the donor’s] conditionalities’ (quote
from the former Minister of Finance of Bangladesh). The latter
relates to the considerable empirical problem raised by the rapid
development of East Asian and now Southeast Asian nations,

According to donors, good governance correlates closely with
economi¢ development. How then have Japan, Korea, Taiwan,
Indonesia, Malaysia and Thailand experienced such rapid growth
with public sectors based on the old public administration andjor
indigenous models, featuring poor accountability (in terms of Wes-
tern criteria), convoluted legal frameworks that do not foster adver-
sarial legal action and low levels of transparency? Slowness, red tape
and centralization have been common. Their ‘democracy’ has ranged
from non-existent to ‘guided’ andfor ‘corrupt’. Yet their economic
performance and capacity to meet citizens’ welfare needs have grown
at unprecedented rates. Could it be that good governance and the
NPM fail to recognize that there are many different paths to
development? Or, conversely, as Dunleavy and Hood (1994) argue
that ‘inappropriate cloning’ is a key feature of historical attempts at
public sector reform: has NPM so rapidly advanced to this stage?
Look at the the major components of New Zealand’s version of NPM
in Box 10.3 (often cited as an exemplar by NPM’s proponents) and
ask whether such arrangements are appropriate andfor feasible for
particular developing countries.
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Conclusion

The international environment has been of profound importance in
shaping the nature of public administration and policy-making in
developing countries. The effects of the colonial experience are still of
fundamental significance for public sector activities in former colo-
nies, and only relatively large countries {such as China and Indone-
sia) can try to ensure that internal, rather than external, ideas define
the future role and nature of the administration.

The contemporary processes of globalization, in both their eco-
nomic and socio-cultural dimensions, make international factors
increasingly important. These operate indirectly, for example in
terms of searching out localities for low-cost production; and directly
in terms of the transmission of concepts about what governments and
their agencies should do and how they should do it. While economic
liberalization and the end of the Cold War promise benefits they also
have demonstrated their downsides. There are questions about the
capacity of organizations and individuals to cope with the constant
changes of late twentieth century existence, while conflict and war
seem to be escalating on all continents. S

One element of the international scene which has not changed is
the notion that ‘advanced’ nations should transfer finance and ideas
to developing countries. In the 1950s and 1960s the ideas highlighted
setting up clones of the Tennessee Valley Authority, establishing
parastatals, national planning and big government. Ironically, in the
1990s they emphasize the closure or divestiture of parastatals, the
abandonment of national planning and the downsizing of govern-
ment. This propensity of donor nations, and the multilaterals they
control, to transfer models for public policy-making, planning and
administration to developing countries without adequately consider-
ing contextual differences seems set to continue: donors and develop-
ment agencies have not yet learned how to cope with contingency. In
the 1980s, the Training and Visit system for extension reform was not
wrong (see Chapter 5): the main problems it encountered lay in its
application to inappropriate contexts. Similarly, in the 1990s the new
public management is not wrong, but it is presently being transferred
to some developing country contexts in which it is likely to be
dysfunctional.
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Conclusion:
What Future for the
Public Sector?

Deminant ideas about the role of public sector organizations in
development have changed dramatically. In the 1950s and 1960s,
the public sector was awarded undisputed primacy as the creator and
implementor of strategies for development. Its technical, and simul-
taneously altruistic, élites would guide economies and societies along
the path of modernization. In the 1970s, critical self-reflection
combined with assault from radical development theory saw the
image of an efficacious public sector severely challenged. Could it
generate and maintain the impetus for development? By the 1980s,
the answer to this question was clearly and widely articulated. The
public sector was a pariah, which actually hindered economic and
social development. The time had come to roll back the state by
privatizing the public enterprises so vigorously promoted in an earlier
era and downsizing the ministries which had been encouraged to
expand into ever more areas of social and economic life,

Such broad generalizations have frequently dominated debate on
development policy and management over the past half century. But,
as we have demonstrated in the preceding chapters, they fail to take
account of the enormous diversity of administrative environmenus,
organizational structures, policy processes and public sector perfor-
mances that the empirical record reveals. Experience is not so neatly
characterized when one’s object of analysis comprises three-quarters
of the world’s population and more than 100 independent states, The
common assumption that public sector organizations in developing
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countries have ‘failed’ is inaccurate. Admittedly, performances may
often have been poor, particularly in relation to extravagant expecta-
tions associated with national independence, but they have not been
uniform. While the bloated central bureaucracies of nco-patrimonial
African governments and Bangladesh’s sprawling civil service un-
doubtedly illusirate the weaknesses of public sector organizations,
they must be contrasted with public services and public enterprises in
South Korea, Taiwan, Malaysia, Indonesia and Thailand which
have made significant contributions to national development and
political stability. There are even islands of efficiency and effective-
ness set in seas of indifferent and poor performance in some countries
{such as the Local Government Engineering Board in Bangladesh).

Most public sector organizations, however, clearly have substantia?
Opportunities to improve their performance and to deploy their
resources more effectively. Earlier chapters have presented a variety
of ideas about how this might be done: by maintaining greater
awareness of the environment and its changing features (Chapter 2);
by paying attention to the political feasibility of policy implementa-
tion (Chapters 2 and 3); by building capacity and investing in human
resources (Chapter 5); by linking the mechanisms for accountability
to performance (Chapter 5); hy improving annual budgeting systems
rather than emphasizing unrealistic long-term plans (Chapter 6); by
moving away from blueprint planning to process approaches (Chap-
ter 6); by reinvigorating local government and seeking to reduce its
‘Cinderella’ image (Chapter 7); by establishing the appropriate
policy framework as a basis for public enterprises which provide
quality services at the right price (Chapter 8); by utilizing perfor-
mance contracts in public enterprises {Chapter 8); or by working
more effectively in partnership with NGOs (Chapter 9).

These and other ideas which appear in the book are indicative of
diversity and creativity. There is no ‘one best way’. Rather, experi-
ence has provided us with a variety of organizational ferms and local
applications. What has been successful in one place may be inap-
propriate in another and the lessons of one country’s reforms may be
different for the various observers, However, taere has been a recent
trend towards convergence in public sector reform with the rise of the
‘new public management’ (NPM) or ‘reinventing government’. The
danger is that the variety of offerings on the reform menu may be
greatly reduced and the propensity to experiment may be actively
discouraged. In the USA and many OECD countries, the intellectual
agenda has been seized by the NPM. Through offers of aid funding
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and threats of aid conditionality, the movement is being energetically
promoted across developing countries by the World Bank, USAID,
the UK’s Overseas Development Administration and other bilateral
donors.

Whatever the reasons — naivety, historical and envirenmental
blindness, or ideology ~ a powerful international lobby is promoting
a ‘one size fits all’ approach to public sector reform in spite of the
evidence accumulated from organizational and management theory
and from empirical study that the outcomes of planned changes in
organizations are conditioned by many contingent factors, especially
those in the organization’s environment {Chapter 2). In some con-
texts, the NPM may yvield its promised benefits, but in others the
possibility of it contributing to reduced performance, and even
political instability, must be recognized. As even the pro-reinventing
government journal The Economist (20 May, 1995, p. 24) has ob-
served, ‘government and management are two different things’.

Political analysis and consideration of the circuits of power which
link society and state have been persistently emphasized in this book.
The configurations of power set limits both on the types of changes
that can be promoted in the public sector and on the speed of change.
Resistance is an ever-present feature of any organizational reform.
Public bureancracies can be powerful political interest groups in their
own right. They must, therefore, be analysed not simply in technical
or normative terms as the inanimate machinery of service delivery
but also in political terms as major players in- the political economies
of most nations. The persistence of bureducratic inefficiency and
dysfunction, and the repeated disappointments of administrative
reform efforts {Chapters 4 and 5) provide ample evidence of the
capacity of these organizations and their members to resist or subvert
reform efforts. Politicians have been far more aware of this than aid
agencies which have frequently failed to appreciate the role bureau-
cracy can play, however inefficient, in holding states together. States
can be extremely fragile creations as their collapse in Somalia,
Liberia, the Lebanon, Yugoslavia and the former Soviet Union has
demonsirated. Such experiences would appear to be far worse in
human misery and economic cost than under-performance by the
organizations of the state.

This is not to advocate state inefliciency but to further demonstrate
the complexity of governance in developing nations. Deliberate
intervention by the state to improve public sector performance is
not simply a technical matter. Feasibility depends on far more than



Conclusion 941

simple calculations of capacity, and even those are a notoriously
difficult branch of mathematics! Furthermore, we have moved be-
yond the proposition that the state alene can centrally plan and then
implement the strategies that will bring development. Firstly, precise
knowledge of the future is a pipe-dream in the turbulent environ-
ments of developing countries. Secondly, there are participants other
than the state which can make a major contribution to the develop-
ment process. These include the private sector and NGOs. The idea s
that development should be a partnership between the state and civil
society, and that such a partnership harnesses the energies and
creative abilities of individuals, communities, businesses and state
organizations in a common cause, Development is too important
simply to be left entirely at the discretion of the state’s fanctionaries,

ments but the outcomes are Just as likely to be negative ag they might
be positive. The bureaucratic organizations of developing countries
have grown out of deep roots and have the legacies of pre-colonial,
colonial and independence eras embedded within them, They are
hybrids but they are distinctive with their own rationalities, operating
structures and values. New grafts may be rejected especially when
imposed on an unwilling host. Effective reforms must be indigc'nously
owned if they are to be successful. But as we have stressed throughout
this book, development is a multifaceted phenomena and ownership
itself does not guarantee favourable outcomes, ft could, however, give

the participants a good start.
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