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Introduction to the FAU Conference report 2009

By Soeren Jeppesen, Assoc. Prof, Copenhagen Business School (CBS) & Chairman of FAU & Head
of the Organising Committee

The Association of Development Researchers in Denmark (with the acronym FAU) organised its 19"
annual conference entitled ‘Bringing the State back in: New Roles and Responsibilities of the 21°
Century State’ on May 12-13, 2009 at the premises of the Copenhagen Business School,
Copenhagen.

Similar to the last three year’s conferences, the 2-days conference in Copenhagen included a number
of plenary sessions combined with a number of thematic workshops. Five plenary sessions, of which
two were conducted in parallel, included stimulating keynote presentations by Adrian Leftwich (York
University, UK), Kevin Dunn (Hobart and William Smith Colleges in Geneva, New York), Bernhard
Weimer (Eduardo Mondlane University & Consultant, Mozambique), Sue Unsworth (IDS, UK) and Ben
Kerkvliet (Australian National University/Hawaiian University, Australia/USA). The final plenary session
concluded the conference with a panel debate among keynote presenters, John Nielsen, Head of BFT
and member of the Consultative Research Council for Development (FFU) in Danida and the
participants. The thematic workshops addressed each their pertinent issues in relation to the theme 1:
The (Asian) Development State: Still relevant? 2. Decentralisation: A Contradiction in terms? 3. States
in Transition and in Fragility, 4. State and Citizen in multilevel governance, and 5. The Bureaucratic
State and implementation. Each workshop was organised in three separate sessions discussing a
number of issues within each theme. The workshops were mainly based on presentations of paper
submissions, followed by discussants and then general debate. They included from three to six
presentations, and in each of the workshop plans for publication were discussed (see below).

The five keynote presenters made highly interesting contributions both in their individual interventions
and in the final plenary session that summarized the debates. One general conclusion was that in
spite of the emphasis on the private sector and the market the last 10-15 years, the state had
continued to stay as important as it has been through history. Further more, the present global
financial/economic crisis demonstrated the need of the state — or regulatory capacities — to ensure that
appropriate checks and balances are in place for the private sector not to run wild. Finally, it was
emphasised that we need a critical perspective on the state or rather on the many faces of the state.
We need to be more specific in talking about the state (‘national’, ‘provincial’, ‘district’, ‘local’ etc),
which ‘fractions’ (politically, economically, socially) dominate etc, etc and we need to be critical about
the state and the problematic sides (incapability in basic service delivery, cronyism, corruption etc).
However, the conference also highlighted the highly different views on the state, the market or private
sector and how they should interact — not forgetting the civil society. The need for interdisciplinarity
was stressed in order to overcome the challenges and to reach a more efficient use of each field of
expertise. And, finally, a complementary conclusion from the discussions was the importance of
development research in critically investigating the possibilities of utilising experiences gained from
one context in order to use it productively in other settings.

The conference’s objective of bringing people from various traditions, disciplines and backgrounds
together in order to create a multidisciplinary forum for exchange of viewpoints and new crosscutting
inspiration was fulfilled. Interesting discussions, fruitful presentations and a high level of interaction
among the participants led to the desired and needed interdisciplinary debate, which the conference
sought to stimulate. The conference shed light on a number of pertinent trends concerning State, how



to perceive it, and the interaction with the private sector and distributions of roles and responsibilities
do and can take place.

The conference attracted a higher number of participants compared to the last two years’ conferences
(80 vs. 65 and 70), though still below the 2006 conference, where 110 participated. While the number
itself is not a success factor, the participants did not come from the same broad range of institutions
as previous years. The major research institutions were represented, along with Danida-
representatives and students, but fewer NGO-representatives and private consultants took part. The
conference was only possible through the kind support from various sources: the Consultative
Research Council for Development (FFU) in Danida, the Danish Development Research Network
(DDRN), the Danish Institute for International Studies (DIIS), and Centre for Business and
Development Studies (CBDS) at Copenhagen Business School. The participants also contributed with
either voluntary input and/or participants fees.

As an encouragement to publish, the co-editor of the Norwegian Journal Forum for Development
Studies, Axel Borchgrevik, NUPI, Oslo, attended the conference and made a plea for contributions. In
his presentation Wednesday morning, he also encouraged FAU to organise Danish participation in the
editorial board of FDS as a means to further Nordic collaboration in general and in particular to the
benefit of the journal. This has led to the appointment of a Danish member of the FDS editorial Board
(Associate Professor Annette Skovsted Hansen, Department of East Asian Studies, Aarhus
University) and an agreement on a special theme on the ‘Bringing the State back in’ as part of the
FDS 2010 no. 1 issue. The first issue of 2010 will also mark a new contract between FDS and
Routledge, which will be in charge of the publication from this date.

The Board of FAU would finally like to extend its sincere thanks to:

e The workshop convenors, who did a great job in the organising of the conference (Peter Wad,
Joergen Dige Pedersen, Soeren Jeppesen, Laurids Lauridsen, Lars Buur, Aase Mygind
Madsen, Neil Webster, Irene Noerlund, Karin Buhmann, Iben Nathan, Jens Lehrman
Rasmussen, Anne Mette Kjaer, Ole Therkildsen)

¢ The invited workshop presenters (please refer to the workshop proceedings for the names)
who contributed with their knowledge and expertise

e The FAU-assistant Steffen Randahl who took care of the many practical details accompanied
by the student assistants (Anna Maria Fibla, Lasse Bjoern Jensen, Mads Pedersen, Katrine
Bay and Mette Pheiffer Joergensen)

e Our co-organisers (Centre for Business & Development Studies, CBS), and finally, but not
least all participants, including the keynote presenters for contributing to this year’s conference.

The FAU Conference report includes the keynote papers, comments by discussants and the
proceedings from the workshops, highlighting the presentations and main points of discussion. All
papers and/or presentations can be found at the FAU website (www.fau.dk) under ‘seminar’ and either
‘key note presentations’ or ‘workshops’. Enjoy.



Programme of the Conference

Tuesday May 12:

09.00-09.30:

09.30-10.15:

10.15-10.45:

10.45-11.15:
11.15-12.30:
12.30-13.30:
13.30-15.00:

15.00-15.30:
15.30-17.00:
19.30-7?2.77:

Welcome session (Sgren Jeppesen, Chairman of FAU and Head of the organising
committee)

1st Plenary session, by Adrian Leftwich: ‘Structure and Agency in the

Politics of Development. Rethinking the role of leaders, elites and

coalitions in building developmental states.’

Comments and discussion, moderated by Laurids Lauridsen, RUC. Discussant Peter
Wad, CBS

Break (coffee and tea)

Workshops (1st session — 5 in parallel)

Lunch

2nd Plenary session — two parallel sessions with A) Bernard Weimar: ‘Decentralization
of the African state — or state building through local governance- a paradox?
Challenges to governance and decentralization in Mozambique.’ B) Kevin Dunn: ‘There
is no such thing as the state: Discourse, effect and performativity.” Moderated by A)
Lars Buur, DIIS. Discussant: Lindsay Whitfield, DIIS, and B) Neil Webster, DIIS.

Break
Workshops (2nd session — 5 in parallel)
Conference dinner (Restaurant Vincents, Landskronagade 4, 2100 Cph. &

Wednesday May 13:

09.00-09.15:
09.15-10.15:
10.15-10.45:
10.45-11.15:
11.15-12.30:

12.30-13.30:
13.30-14.45:

14.45-15.15:
15.15-16.30:

16.30-17.00:

Introduction to day 2, by Sgren Jeppesen & Nordic Journal Collaboration, by Alex
Borchgrevink, co-editor of Forum for Development Research

3rd plenary session, keynote by Sue Unsworth: ‘Unorthodox approaches to creating
more effective public authority.’

Comments and discussion. Moderated by Anne-Mette Kjger, AU. Discussant Ole
Therkildsen, DIIS

Break (coffee and tea)

Workshops (3rd session — 5 in parallel)

Lunch

4th plenary session, keynote with Ben Kerkvliet: ‘Governance and
Repressive-Responsive State in Vietnam’. Moderated by Karin Buhmann, KU-Life.
Discussant Iben Nathan, KU-Life

Break

5th Plenary — all keynote presenters: How can we bring the State back into
Development & what are the key roles and responsibilities? Theory and Practice.
Moderated by Jgrgen Dige Pedersen, AU and comments from John Nielsen, Head of
BFT & Member of FFU

Closing remarks, by Jargen Dige Pedersen and Sgren Jeppesen



1st plenary session

Structure and agency in the new politics of development:
Rethinking the role of leaders, elites and coalitions in the
institutional formation of developmental states.

By Adrian Leftwich, Department of Politics, University of York

“Men make their own history, but they do not make it just as they please; they do not make it in
circumstances chosen by themselves, but under circumstances directly encountered, given and
transmitted from the past. The tradition of all the dead generations weighs like a nightmare on the brain of
the living”. (Marx, ‘The Eighteenth Brumaire of Louis Bonaparte’).

(November 9, 1799, the date of Napoleon’s first coup, was known as the 1 g" Brumaire, and mimicked by
Louis in his coup of 1851)

Abstract and argument:

One of the longest standing (and probably never to be resolved) problems in all branches of the social
sciences is the structure-agency problem (Hay, 2002). In brief, the structure-agency problem concerns
the key issue about how socio-economic and political behaviour is to be explained. On the one hand
are explanations that give emphasis to structural and institutional factors which shape and govern
behaviour, for good or for bad; on the other hand are explanations which place greater emphasis on
the autonomy of agents and agency. The question is central to our understanding of not only how
institutions affect social, political and economic outcomes, but also how institutions are established,
change or decay, and it is therefore also fundamental to our understanding a whole series of cognate
issues and, especially, issues to do with state formation and — in the context of this conference — the
origins, forms and possible future configurations of state-economy relations and, especially,
developmental states.

In this lecture it is my aim to suggest that a serious gap has developed over many years in the
analysis of the politics of development generally, and particularly in our understanding of the origins,
characteristics and possibilities of developmental states. My argument is that we have tended to look
for and find institutional and structural explanations for the emergence of effective (and
developmental) states, when we should also (but not only) have been looking at the agential factors
that have crafted the very different kinds of institutional forms which have defined the configurations of
such states in different parts of the world — from Meiji Japan in the 1870s (and again after the second
world war) to Botswana in the 1970s and beyond. While structural conditions may create the
circumstances which require effective institutional responses, such structural conditions on their own
produce nothing without agents who do (or do not) respond to those conditions; likewise, the
institutions (rules of the game) they may or may not establish are empty boxes without the agents
(players) that operate, maintain, undermine and change them.

Itis NOT my thesis here that agency alone explains the provenance and shape of the institutional
arrangements which constitute effective or developmental states. And my argument is thus not an



extreme celebration of political voluntarism, because all agency occurs in diverse and unique
historical, structural and institutional contexts, as Marx observed. “Men make their own history, but
they do not make it just as they please; they do not make it in circumstances chosen by themselves,
but under circumstances directly encountered, given and transmitted from the past.” No-one has said
it better than that old gentleman now pushing up the daisies in Highgate Cemetery.

But it is my thesis that if we are to understand how effective and developmental states have emerged,
and whether new examples and forms may yet emerge (particularly in new or born-again democratic
contexts as is currently being debated in South Africa), we need to give much more attention in both
analytical work and policy terms to human agency — that is politics - and in particular to the leaders
and elites who tend to ‘dominate’ all organizations and interests whether they be political, economic,
military, communal, regional, sectoral or ethnic in content. By that | do not mean individual ‘leaders’ in
the “great man/woman of history” tradition. Nor do | mean we should focus on the characteristics or
personality traits of ‘good leaders’ (as much of the corporate leadership literature does). Rather, |
mean we have to understand much better the forms and functions of different patterns of ‘leadership’,
anchored as all such patterns are in formal or informal structures of power and authority, and thus to
comprehend the role of leaders and elites and especially their capacity to forge the necessary
coalitions which in practice build, maintain or transform not only developmental states but all state
structures and institutional arrangements. There are also profound policy implications for the
international community.

This focus on the relationship between agency and structure provides me with the wonderful
opportunity to draw on some of the findings of two multi-national development research projects with
which | am fortunate to be associated. The first is the Improving Institutions for Pro-Poor Growth
research consortium (IPPG at: www.ippg.org). The second is the Leaders, Elites and Coalitions
Research Programme (LECRP at www.lecrp.org). In the IPPG programme we have been working to
understand just how institutions — and especially the interactions between political, social and
economic institutions - shape outcomes. In the LECRPs programme — which up till now has had a
primarily African focus - we have been working to explore the inner political stories of the how effective
and indigenously crafted and legitimate institutions have been established which have been
instrumental in some important successful cases of economic growth, political transition and policy
innovation. We have done this by focussing on patterns of leadership and the kinds of cross-elite
coalitions (formal or informal) which they have formed to respond to very different kinds of
development challenges.

In his recent book, The Bottom Billion, Paul Collier (2008) argues that there are four ‘traps’ which keep
the poorest countries in poverty .These traps are (a) the conflict trap, that is countries affected by
political violence in the form of civil war or coups d’etat; (b) the natural resources trap that leads to the
‘resource curse’ and the Dutch disease; (c) the trap of being ‘landlocked’; and (d) the bad governance
trap - a trap which he does not seem to think is such a serious trap (ibid: 64) after all, by comparison
with the others.

Collier’'s solution to these traps consists of a series of national and — quite significantly from the point
of view of the aid community — international institutional and policy solutions, which he sums up as:
“trade policies, security strategies, change in our (northern) laws and new international charters” (ibid.,
192). In short he suggests a set of institutional and policy reforms which will help to enable countries
to escape these traps, individually or together.



His analysis of both the causes of enduring poverty and the solutions for growing out of it lays
emphasis on (largely economic) institutions and structures. Change, improve or tighten the rules and
behaviour will change; alter the incentive structure and people will be different. There is an obvious
but very limited truth in this. Where institutions are established and enforced, behaviour will respond.
But how are such institutions established? Who shapes, agrees and implements them? How is
institutional robustness and enforceability obtained? What are the processes whereby people come to
agree, define and accept the rules of any particular game and both systematically apply and abide by
them?

Nowhere, in this extremely interesting, passionate and well-received book, is there any real attempt to
engage with the agency problem, globally or nationally. There is silence on the question of human
agents — usually in organized or informal groups — who will need to consent to the actions to be taken,
and also to implement and sustain them. The absence of this dynamic element in Collier's approach
amounts to the elimination of human agency from the processes of development and a reliance on
designing and implementing new international and national institutional solutions (each of which
makes much sense in its own right). More significantly for our purposes today, in adopting this
approach Collier largely evacuates political processes from the developmental process itself. Though
many of the institutional arrangements he proposes make a lot of sense, what is missing is any sense
of how those arrangements — the charters and rules he proposes, for instance - get to be accepted,
adopted and adapted and systematically implemented in many developing countries and, in particular,
how indigenous political processes can absorb external ideas and/or devise and implement locally
legitimate and appropriate institutional arrangements. Over many years we have seen how countless
imported or imposed institutions simply collapsed, were avoided or ignored — starting with the truck-
load of constitutions bequeathed to newly independent countries in Africa in the immediate post-
colonial era after the second world war and reaching through to the more recent erosion and
avoidance of the institutional arrangements — in Kenya for example — designed to control corruption
(Wrong, 2009), most of which were designed in Washington (Mburu, 2009). But even the recent
(2008) Indian Forest Rights Act, debated and designed domestically in the national parliament in
Delhi, already is running into implementation hurdles in many of the sub-national states of the
federation, where state-based Forest Departments are required to put the Act to work (Springate-
Baginski: IPPG. Reference to come).

But most important from our point of view, Collier's theory provides no basis whatsoever for explaining
those important and successful developmental cases where countries have been able to escape many
of the central elements of his four ‘traps’. Given the structural constraints which these traps
represented for those countries, and given the absence of all the institutional and policy proposals he
has made (they simply did not exist at those times), how then do we explain the few but very important
‘success stories’ of the last third of the 20™ century (and some earlier ones t00)? | emphasise the need
to understand ‘success’ because so much development research — as with Collier’s - has been
organized around the explanation of failure, and we will learn as much — if not a great deal more —
from success stories as from failure stories.

To take one important illustration, how can one explain the extraordinary story of Botswana? It was
caught in three of Collier’s traps. It is landlocked; early in its independence some of the richest
diamond pipes in the world were discovered and hence might have made it victim to the resource
curse and the contagion of the Dutch disease; and it was surrounded by hostile neighbours (South
Africa, South-West Africa and Rhodesia - now Namibia and Zimbabwe). Not only did those countries
make life very difficult for Botswana, but one of them, South Africa, had fully expected to absorb
Botswana along with the other High Commission territories of Lesotho and Swaziland. Moreover, as



with many African societies at independence, there was deep suspicion between customary
authorities — the chiefs — and the newly elected in-coming government. It was one of the 25 poorest
countries in the world (at less than $80 per capita) with about 10km of tarred roads. Today it is a
middle income country (though it still has many problems) with a per capita income of about $6000and
10,000km of tarred roads.

How did it overcome its traps? Even if all the international policies and ‘charters’ which Collier has
urged had been in place, it would still have required the actions of political, economic and social
agents — | shall refer to them for short hand here as elites, and clarify later — to cooperate in order to
implement such arrangements and make them stick. So, what was the dynamic element? What
enabled it to happen — and why in Botswana, but not Malawi or Swaziland or Zambia? It is not
sufficient, as Acemoglu and Robinson suggest (2003), to say that Botswana pursued appropriate
policies, though that is self-evidently true. The question is why did they do so and how were they able
to sustain them so effectively over two generations? What were the political dynamics and processes
which enabled that country to establish the locally appropriate institutions — economic, political and
bureaucratic - which enabled the delivery of a remarkable and on-going set of outcomes? All the
structural conditions militated against sustained development — it was landlocked, dirt poor,
surrounded by hostile neighbours, the sudden beneficiary of immense diamond revenues and with no
institutional history of an effective state or sustained experience of modern governance.

So the really important question which Collier's approach does not even begin to answer is both why
and how was the political leadership able to devise local institutional arrangements and policies, why
and how were they able to sustain them and how have they been able to prevent their erosion or
corruption? In short, if we are to understand the processes of development, we need to understand
the inner dynamics and political stories of the successful cases, not simply diagnose the causes of
failure of the many unsuccessful or less successful cases. Given that agents and actors are
necessarily the dynamic element in any socio-political or economic sector or domain, the question is
why are some agents able to overcome the ‘traps’ (and other constraints) to build the institutions
which enable development to happen?

The same question can be asked in the case of Mauritius. While not landlocked, it was sea-locked,
and as with many other largely plantation economies (Beckford, 1972), its island status conferred
many disadvantages upon it at the time of independence in 1968. These included its dependence on
sugar; its distance from markets and a fractious social, economic and political pluralism which
threatened serious internal violence on the eve of independence. Mauritius was often compared to Fiji
in the 1960s, and many predicted success for Fiji and failure for Mauritius. It was to be the opposite.
An amazing turn-around occurred from the 1970s in Mauritius. Why? How? What was the inner
political story that accounts for how fractious and divisive political processes were transformed into
developmental ones in a plural society largely dependent on a single crop? How did a left-leaning
government provide credible commitments to the capitalist class in return for an acceptance of a
broadly social democratic welfare state?

Likewise in the classic East Asian development states — Korea, Taiwan and Singapore — we have too
often been content to assume that the structural dominance, political will and power of the dominant
elites (The KMT in Taiwan, the PAP in Singapore and the military in Korea) have been enough of a
starting point to explain their developmental records, plus the efficient bureaucracies they created
(Cheng, T. et al 1998). Of course those are relevant factors. But, in setting the rules of the game and
applying them, in none of the classic cases have these political elites on their own resolved the
complex set of collective action problems that systematically define all development challenges. They

10



have had to shape, form and maintain what are sometimes described as ‘growth’ or ‘development’
coalitions — often shifting in kaleidoscopic terms over time - with other elites (both domestic and
foreign) in order to overcome these collective action problems. Depending on specific context, some
have been bureaucratic elites, some have been commercial elites, some have been plantation elites,
some have been ‘traditional’ or customary elites. None of these developmental states — as Chalmers
Johnson (1982) reminded us many years ago — followed a ‘plan-ideological’ path of the Soviet-type
command economies; nor were they modelled on the ‘regulatory orientation’ of the liberal and social
democratic capitalist economies of Europe and north America. On the contrary, they followed a ‘plan-
rational’ strategy for a market economy which required on-going — though changing — cooperative
relations within and between state organizations and within and between organizations in the private
sector, and especially in the relations between public and private sectors, changing over time as
economies grew and transformed and hence how interests waxed and waned.

The key point for our purposes today is that unless we focus at least one strand of our research on the
dynamic internal political processes whereby the leaders and elites work to form ‘growth’ or
‘developmental’ coalitions, we seriously compromise our understanding of now only how crucial
institutional arrangements have been forged but also how developmental states in the past have been
formed and, more critically, whether there are still prospects for new developmental states to emerge,
as is an on-going debate in South Africa, for example.

Laurids Lauridsen (2007: Vol 1, p 101) in his habilitation thesis at Roskilde University has made the
point that our explanatory thrust should rest much more on what he calls ‘thick politics’ — that is:

..the political interests, power struggles, patronage, socio-political
Compromises, legitimacy-building and security considerations..

| agree. But how are we to operationalise such a large set of variables? My suggestion is that to make
it manageable, and also to reflect the (no doubt unfashionable) realities of most political life we need
to identify and focus on how and why leaders and elites do or do not work to form growth or
developmental coalitions and how — more generally — coalitions are or are not formed to deal with the
pervasive collective action problems which define the challenges of development and most socio-
economic and political problems.

It will not be my thesis that political agency — in the form of leaders, elites and coalitions — is
everything; far from it. We need to specify, of course, the external and internal structural
circumstances which both frame the context but may also promote or propel diverse elites to forge the
political settlements and institutional arrangements, appropriate to their own histories and indigenous
structural features. This has been explored by a number of theorists with East Asian and Middle East
interests (for instance, Waldner, 1999; Doner, Ritchie and Slater, 2005; Lauridsen, 2007). They have
usefully suggested that the structure and capacity of developmental states has depended not only on
the nature and extent of external threat (systemic vulnerability, as Doner et al describe it) but also on
whether the political coalition formed is narrow or broad.

There are three important issues to flag here.
First, it is certainly the case that political coalitions are required to consolidate and guarantee the
‘political settlement’ upon which any effective and enduring state depends and which are the hard core

of developmental states, especially the so-called democratic developmental states. Such coalitions
may of course be formal or informal, institutionalised or tacit. But ‘economic settlements’ are needed
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too, which require, at the very least, an understanding between the private sector (or key agents within
it), and the state about the general shape and direction of economic policy and, at best, organized and
preferably institutionalised consensus, consultation and collaboration about evolving national
economic goals and strategies. Together, the way in which political, economic and sometimes labour
elites organize these political and economic settlements will determine the shape and character of the
‘growth coalitions’, or whether they exist at all.

Second, we also need to know how and why the elites of some countries have been able to establish
growth coalitions and why the elites of other countries have not, even when faced with the similar
threats or critical challenges. Why have the elites in Myanmar, Fiji or the Yemen not been able to forge
developmental coalitions, despite the obvious dangers and threats they face, ut also the opportunities
which are there to seize? Why, at sub-national levels, in Indonesia or rural Thailand, have some
(directly comparable) districts fared well economically and established effective governance of
economic processes and others have not? How did the elites of Zimbabwe (or some of them) fail to
build on the effective (if racist) state inherited at independence?

Third, by focussing on the ways leaderships and elites interact — and how effective leaderships
emerge - we will begin to rebalance the relationship between structure and agency which has over-
emphasised structure in much developmental research and policy-making. In the sections which follow
I draw on the research we have completed in Southern and East Africa to test these hypotheses about
the centrality of leaders, elites and coalitions in the politics of development and the implications of this
for state action and developmental states in particular.

The over-arching question of your Conference is what are the new roles and responsibilities of the 21
century state, especially in the light of the global crises that have occurred. | have tried to suggest in
the previous sections that the questions of the nature of the state and how its leaders and elites
interact other leaderships and elites is intimately bound up with the kinds of both political and
economic settlements which such elites can achieve. In short, the question is not so much what
should the state do, but what can any given state do? It is in this context that the role of leaders, elites
and coalitions becomes critical, at least in the world of realpolitics, that is in shaping responses to
political, economic and social challenges - such as the current financial crisis, political instability and
violence in the context of failed or unconsolidated states, or the threat of nation-wide HIV/AIDS
epidemics that currently ravage most countries in East and especially southern Africa. In order to
explore this point | want to turn to the research we have been doing on both institutions and on
leaders, elites and coalitions. Let me start with some working assumptions and hypotheses of the
LECRP programme.

The central organizing hypothesis which frames our work is this:

Successful and sustained development depends crucially on whether, why and how various leaders
and elites across the public and private domains are able to form sufficiently inclusive ‘developmental
coalitions’ (or growth coalitions), formal or informal, which:
1. Establish, maintain and implement the locally appropriate, legitimate and feasible institutional
arrangements which promote and facilitate economic growth and (inclusive) social
development.
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2. Contribute to building the core institutions of effective states.
3. Cooperate — regionally, nationally, sub-nationally, sectorally or within and between
organizations - to overcome major political, economic and social problems

Breaking this down a bit, we can derive some subsidiary hypotheses:

1. The processes of development involve solving a series of nested collective action
problems amongst diverse interests and organizations (formal or informal).These collective
action problems may be political, economic or social. They may occur at national/macro level
or at village level, within and between sectors or across the public private divide.

2. Resolving these collective action problems necessarily and unavoidably involve
political processes between and amongst the relevant elites and leaderships of distinct
interests, each bringing different forms and degrees of power to influence and shape the
outcomes. By political processes we mean all the activities of conflict, cooperation and
negotiation over decisions about institutions and rules which shape how resources are to be
used, produced and distributed.

3. Coalitions are the political solutions to collective action problems. We understand
coalitions to be the formal or informal groups — which may be transient or long-lasting - which
come together to achieve goals they could not achieve on their own.

4. Stable and effective states are the product of de facto coalitions which (often after long,
intense and bloody conflict) have hammered out the principal elements of political settlements
and have designed indigenously appropriate and legitimate political institutions which they are
committed to support.

5. Successful growth and development stories are the stories of successful coalitions that
have established the principal elements of their economic settlements.

To test these hypotheses we looked at 5 different cases — all success stories (in a second phase of
work, about to begin, we shall we hope to look at unsuccessful cases, including Fiji, Papua New
Guinea, Yemen, Zimbabwe and different districts in Indonesia). We set out to explain why Mauritius
and Botswana had been so unusually successful from a macro-developmental point of view. We
looked also at the inner politics of the remarkable ‘double transition’ in South Africa involving perhaps
one of the most remarkable political transitions to democracy, on the one hand, and reconstruction of
the South African economy, on the other hand. A further case study sought to explain why two
comparable areas of Kwa-Zulu (in South Africa) had very different outcomes in terms of investment,
development and service delivery at local level. Finally, we looked at two important NGOs, both taking
on the challenge of the HIV/AIDS epidemic — one in South Africa (TAC) and one in Uganda (TASO).
In all these cases what became clear was that the leaders and elites of all major interests recognised
that they had to establish the institutional infrastructure of both political and/or economic settlements if
their country or their cause or their district was not to go under. This could only be done through
building formal or informal coalitions. Customary chiefs, bureaucrats, public politicians and the de
Beers corporation in Botswana; capitalists, planters, trade union leftists and social democrats in
Mauritius; HIV/AIDS sufferers, the scientific community, health professionals, and the media in South
Africa and Uganda and — in South Africa, exploiting the new judicial institutions the democratic
constitution had set up; an extraordinary and shifting coalition of ANC socialists and social-democrats,
white capitalists and mine-owners, powerful and popular unions in South Africa; in KwaZulu — a
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province that nearly achieved meltdown in the 1990s through bloody conflict between Zulu and non-
Zulu, ANC and IFP supporters - progressive (but certainly not all) Zulu amakhosi, dedicated urban
politicians and secular city managers, working with elected councillors, churches, civil society NGOs in
KwaZulu were successful in establishing local level coalitions and also attracting development funding
and investment from home and abroad, thereby transforming their districts.

To achieve the objectives they all wanted, and which none could achieve on their own, they needed to
build coalitions — some formal and some informal, some at national level, some at local levels;
coalitions which could establish and consolidate institutions that would overcome their many and
varied collective action problems. Without those elites and leaders — each operating in often very
different institutional and organizational contexts - the outcomes would have been very, very different
indeed.

What general themes merge from this? There are many but only a few can be mentioned here.

1. First, in every case, the leaderships faced a critical problem, threat or challenge — some
internal, some external, some political, some social, some economic, sometimes all three.
These were ‘critical junctures’ (Collier and Collier: ref to be completed).

2. Second, the problem — indeed the pretty dire challenge - they faced could only be addressed
by overcoming single or multiple collective action problems and this was recognised by the
respective leaders and elites. Without sounding too grand, they all understood the public good
outcomes which resolution would bring. All, in different ways, sought for sustainable and
developmentally progressive outcomes.

3. Third, the evidence is clear that coalitions represented the political solution to these collective
action problems. And the institutional arrangements which underpinned these successful
growth, transition and social development stories reflected ability of these leaders and elites
from diverse sectors to form de facto coalitions.

4. Fourth, the processes by which they did this were intensely political and the institutional
solutions they devised were not made in Denmark or exported from Copenhagen, nor were
they based on templates derived from Washington or London. The conversion of hereditary
chiefs in Botswana, for example, into hereditary and paid civil servants — paid, that is, so long
as they did not engage in party politics — was not something that would come to the mind of a
northern and Weberian-influenced adviser.

5. Fifth, as with the Japanese in the 1870s, they were all open to foreign ideas and experience
and absorbed, adapted and adopted ideas and advice as appropriate to local circumstances
and possibilities. There was no ‘institutional mono-cropping’ (Peter Evans).

6. Sixth, one feature of all the key leaders who made the running of building the coalitions was
the quality of the secondary and tertiary education they received, often at the same education
institutions. In many cases, too, they were able to draw on networks established at those
institutions when push came to shove. Given that lack of donor attention to secondary and
higher education in Africa — and the crumbling of some fine institutions from the 1960s — it is
appropriate to think in terms of a much great investment in high quality secondary and higher
education in Africa if the international community is serious about encouraging the emergence
of effective and developmentally progressive leadership.

7. Seventh if — as is the theme of this conference — bringing the state back in will become a
realistic new phase in the development story, particularly in the present context of the new
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(even quasi) democratic politics, then it is important for us to understand that (a) ‘it’ (the state)
is not a single-actor agency but is itself constituted itself by a range of institutional
arrangements, interests and organizations; and (b) that policy outcomes will increasingly
involve complex interactions between parts of the state and non-state elites. Successful policy
and practice will require coalitions across these public and private organizations and especially
their elites.

8. Helping to strengthen these elites should become a central and long-term strategic aim of
development and aid policy.

Finally, there are a number of immediate policy implications:

e Of course not all elites are progressive; nor are all coalitions. But the international community
needs to get serious about understanding the politics of development and in particular to
understand better the constraints and opportunities for local leaderships. Understanding how
elites and leaders operate in plural systems of power and authority would be a good starting
point. And it might help to establish an intellectual momentum if the World Bank to revisit its
reluctance to be explicit about political processes and development and, perhaps, to devote a
future issue of The World Development Report to political and social processes in
development.

Recognise that institutions will only be effective if they are locally devised and locally
legitimate, and that some institutions — whether economic or political — may well only be
successful when hybrid.

Recognise the limitations of external interventions in indigenous processes.

Encourage much greater south-south learning.

Rethink long-term and sustained support for quality secondary and higher education.

Invest more in the long-term development of trade union and business associations — key
players with the state in any bargaining over rules of both the political and economic games.

IV

In conclusion, | hope that | have shown that although institutional approaches and concerns are crucial
for growth and development, we must not forget agents and agency. Unfashionable as it may be to
admit it, political science tells us that most policy outcomes are the result of inter-elite bargains,
negotiations and agreements, influenced on all sides by ‘technical’ argument and evidence. If
institutions are the rules of the game, then better players will devise better and more locally
appropriate rules; likewise, the games within the rules will be played better by better players.

It's time to recalibrate the balance between structure and agency in both academic social science and
policy practices.
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Workshop 1: The (Asian) Developmental State: Still relevant?

By Sgren Jeppesen, Peter Wad, Jgrgen Dige Pedersen and Laurids Lauridsen

The programme was as follows:

Session 1. Agenda: Follow up on the keynote speech of Adrian Leftwich: The politics of the
developmental state?

Chair of session 1: Sgren Jeppesen.

1. Adrian Leftwich elaborating on a few points, e.g. globalisation and the project of economic
nationalism, democracy and authoritarian developmental states, catching up versus social
security and welfare?

2. Discussants: Laurids Lauridsen, Peter Kragelund

3. Plenum discussion of Leftwich’s thoughts and writings about states and development.

Session 2. Agenda: Developmental states in East Asia: Organisation, transformation, explanation?
Chair of session 2: Peter Wad.
1. Laurids Lauridsen on the emergence, effectiveness and transformation of developmental
states in East Asia
2. Discussants: Jgrgen Dige Pedersen and Adrian Leftwich
3. Plenum discussion of the dynamic of East Asian developmental states

Session 3. Agenda: The relevance of development states in Africa and Latin America and the
generalization of Developmental State theory.
Chair of session 3: Laurids Lauridsen

1. Christian Hallum: “The dark underside — The influence of the working class on democracy and
welfare under the developmental state model”. Presentation of paper about the role of labour in
Mauritius, South Korea and Taiwan
Discussants: Peter Wad, Sgren Jeppesen
Florain Langbehn: "The Developmental State in a Global Perspective. An Exploration into the
Developmental Capacity of the State and its Relationship with Economic Growth in Developing
Countries”
4. Discussant: Jgrgen Dige Pedersen
5. Plenum discussion of the relevance and generalisability of the Developmental State theory.

wnN

Session 1.

Sagren Jeppesen welcomed the participants and gave a brief account of the programme of the
workshop and the intentions of the first session. After a round of introduction, Adrian Leftwich
elaborated on some of the key issues of his keynote presentation earlier.

Adrian addressed three issues: a) coalitions (elites, leadership, education and learning), b) the
distinction between the ‘developmental state’ and the social security/welfare state, and c) the
applicability of the term (the developmental state).

Laurids and Peter Kragelund opened the debate with a few comments, among others:

e That analyses of the importance of learning were somewhat flawed — and difficult to generalize
from — as they usually were conducted ex-post and tended to confirm what had happened
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e That the study of ‘elites’ (their constitution, role in coalitions (growth and development), level of
education and importance for leadership) needs to be contrasted with similar studies of ‘non-
elites’ in order to understand the political dynamics

e That the African experiences (Zambia, Mauritius and Botswana) were different from the East
Asian. E.g. while one in Zambia could identify an ‘indigenous coalition’, coming together to
react on an outside threat, in an open political environment (with an opposition in place), the
development path was nothing like that of Mauritius or of Botswana. And Botswana is another
example where the development is ‘unique’. This raises the question about the characteristics
of the concepts (e.g. growth and/or development coalition) and the applicability.

A lively debate followed with numerous issues addressed and many different questions posed to
Adrian. In addition to the already mentioned, some of them included:

a) economic-political interests — leading to public-private partnerships or ..?

b) leadership, not being an issue of individuals, but as a political process, where individuals take
part in and help shaping it. Is this then some sort of contradiction and a micro-version of the
broader structure-and-agency debate? and

c) developmental state versus welfare state — what is the success criteria — South Africa and
Botswana more aimed towards becoming welfare states — South Africa has interesting
dynamics, with COSATU (national labour movement organization) supporting the ‘decent
wages’ approach being in contrast to other parts of the labour movement and which position
will the newly elected president Jacob Zuma take?

Session 2.

Laurids Lauridsen initiated the debate with a presentation on ‘Developmental States in East Asia:
Organisation, Transformation and Explanation?’ Laurids’ presentation contained 5 major issues: a)
definitions of the East Asian developmental state (EA-DS), b) links between EA-DS and Development
Studies and new issues, c) various perceptions and observations about EA-DS and its historical
foundation, d) whither the EA-DS, with examples on Korea, Taiwan and Singapore, and e) competing
explanations on the EA-DS (Authoritarian vs. Collaborative vs. Adaptive Democratic).

Laurids argued that it was important to be clear about the definition of a developmental state as there
were many definitions available in the debate on the East Asian Developmental State. Some scholars
reserved the term EA-DS to states in countries such as Japan, South Korea, Taiwan and Singapore,
while other scholars included Hong Kong, Malaysia, Indonesia -and even Thailand and the
Philippines. Moreover, Laurids showed how the EA-DS has played a role in development studies - in
the dependency debate, in the state-market debate, in the catching-up or convergence debate, and in
the debate on the relationship between governance and regime form on the one hand and economic
development on the other hand. Then he dealt with the EA-DS in relation to four major new issues:
Does the development state paradigm still make sense in the 21 century? How was EA-DS related to
the Asian Financial Crisis?; How is EA-DS handling the present global financial crisis?, and Can the
East Asian Model be emulated?. Subsequently, the presentation contrasted the national and
international facilitating conditions of the 1960s and 1970s with the new conditions of the 1980s and
onwards (the decline of the Cold War, economic globalisation, democratisation, weakened economic
technocracy, stronger civil society, stronger working class and not least stronger national
bourgeoisies). The question was then to what extent that undermined the EA-DS. Laurids showed that
“the whither the development state” was somewhat relevant in the case of South Korea, not relevant in
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the case of Singapore, while Taiwan was placed in-between these two countries. In the last part of the
presentation Laurids tentatively suggested that one could distinguish between three competing EA-DS
explanations: the Authoritarian DS, the Collaborative DS and the Adaptive Democratic DS.

Laurids finished his presentation by raising three points for discussion and further/future research: I)
the aim of the capacity of the state ensuring development and/or growth (accumulation and structural
change vs. catching-up and learning vs. keeping up and innovating?), Il) the specificities of State
formation (supply of institutional capacity and developmentalism) and Ill) the ‘idealised’ EA-DS versus
‘non-developmental features of EA-DS (complex internal political dynamics, political exchange
relations between state and business plus all the unintended consequences and contingent factors
involved).

Adrian and Jgrgen Dige Pedersen acted as discussants. Adrian had three major comments:

e Where does nationalism fit into the analysis? It has been of huge importance (in Japan, South
Korea, Taiwan and other countries) and how can we study the means by which nationalism
was retained?

e The application of the three types of (competing) explanations (Authoritarian vs. Collaborative
vs. Adaptive Democratic) on African countries: How would we then characterise e.g. Botswana
(as collaborative?) and Mauritius (adaptive democratic)?

¢ How do we fit in Russia, China and Vietham? Are they example of Developmental States from
the other end of the continuum?

Jargen took the point of departure in the fact that he saw the EA-DS as a theory Killer. It had led of
‘rejection’ of the dependency theory, and then questioned the Washington consensus and posed the
guestion of why the emphasis on the state? In his opinion China and India do not really fit the
‘development state’ model. A second point was why the analysis did not include the ‘Developmental
Society’ or ‘Developmental business’ etc? He further argued that the historical development had not
been as politicised and/or coherent as outlined. Was this an expression of something formulated in
hindsight? He finally asked how we could make a further assessment of the role of business and the
importance of whether the business sector was ‘weak’, ‘strong’, ‘rent-seeking’ or something else?

Session 3

In session 3 we had two presentations. The first presentation by Christian Hallum, MA student in
political science, Aarhus University, discussed developmental states from the perspective of their ‘dark
underside’. The ‘dark underside’ refers to the fact that developmental states historically have been
characterized by repression of industrial workers, lack of state welfare and other undemaocratic
features. From this perspective there seems to be few good reasons to discuss the transferability of
such states. On the other hand, Christian used the example of Mauritius to exemplify the possibility of
creating developmental states without a ‘dark underside’. The explanation for this more benevolent
state he found — with some important qualifications - in the struggle and influence of the working class
on state formation in Mauritius. At a theoretical level he argued for a stronger focus on the politics of
developmental states and for more class-oriented explanations.

Christian’s presentation gave rise to a number of questions and comments. One questioned whether

you should write off the EA developmental state as a model due to its ‘dark underside’ when it can be
transformed into a democratic state with emerging welfare institutions (South Korea, Taiwan). If a

19



‘short cut’ strategy is feasible as indicted by the case of Mauritius it may be a question of trade off
between various short term and long-term option. Another suggestion was to distinguish between
purely growth-oriented states and broader developmentally oriented states. A set of issues concerned
the interpretation of the Mauritian economic trajectory and the degree to which it can be seen as a
developmental success. The influence of international investors on the growth process has probably
been of greater importance than in Taiwan or South Korea, and Mauritius’ international links with the
EU and with India did raise some questions as to what lessons may be learned from this case. Despite
these critical points, there was general agreement on the need to be more concerned with the ‘dark
underside’ and with class relations in the discussions over developmental states.

The second presentation was by Florian Langbehn, Ph.D. student in political science, Aarhus
University. Florian presented the results on his statistical exploration of the relevance of state’s
developmental capacities for economic growth in developing countries. He took his starting point in the
discussion on developmental states and from key contributions in this debate he selected three key
characteristics of developmental states: 1) a coherent and competent bureaucracy, 2) cooperative
government-business relations, and 3) a pro-development ‘political will' among state elites. In the
statistical analysis he then used available ‘proxies’ to estimate these variables for a large number of
African and Latin American countries and found a strong correlation between this measurement of
developmental capacity and the actual economic growth. His results suggested that it makes good
sense to transfer the concept of developmental state outside the Asian region. On this background he
ended with raising new research questions concerning the underlying political forces that would either
allow for or oppose the construction of developmental institutions.

In the ensuing discussion a number of questions related to the analysis was raised, for instance
guestions about how to measure of the very complex variables and questions about potential regional
differences in the strength of the statistical correlations. There was general agreement that the results
were highly interesting and that more research had to be done on the role of political forces in the
construction of developmental states both within the Asian region and in other regions.
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2nd plenary session

Decentralization of the African state — or state building through
local governance- a paradox? Challenges to governance and
decentralization in Mozambique

By Bernhard Wiemar, University of Eduardo Mondlane

Yesterday, two structures of the nation came to orient us.
Member of a District Consultative Council, Machaze District, Manica Province

My Town is financially sounder than the state”
Suleimane Essep Amuji, Mayor of Vilankulo

Nao souberam distinguir aquilo que é coisa publica daquilo que séo coisas privadas.... Hoje, j& temos uma cultura de roubo
e corrupcao generalizada. (They did not know how to distinguish what is public from that which is private...Today we have
already a culture of generalized theft and corruption)

Mia Couto, in: O Pais

We, the civil servants, even the members of NGOs, are employees of the party, and we do not bite the hand which feeds us.
But that does not mean that we do not have our own opinions on what is right and wrong and on how to do things
Senior Lecturer, at a Pedagogical University, Nampula)

Introduction

This paper, the title of which | have taken the liberty to slightly alter, is part of an ongoing research
project with the working title “The political economy of decentralization in Mozambique: 15 years of
struggle for local democracy, resources and development®. In the paper, | want to address some of
the conceptual challenges associated with the analysis of the political economy of a state, which has
embarked on what appears to be a far reaching decentralization project. The underlying question is: to
what extent will the Mozambican state- largely perceived as a neo-patrimonial state dependent on
strategic rents and governed by a predominant party since more than 30 years- be able to transform
itself towards a more democratic and prosperous developmental state, through a through
decentralization process?

Addressing a predominantly European audience and with my own European background, | would like
to remember us, that the notion of “state” in our Northern hemisphere is radically different from that in
Africa. Charles Tilly, an American scholar, has drawn our attention to the fact, that in Western Europe,
“‘war made the state, and the state made war” (Tilly, 1975: 42), with taxation being associated with
both (Moore, ...) In Africa, as his colleague at Princeton University, Jeffrey Herbst, pointed out, neither
war, nor taxation were major factors of state building and consolidation (Herbst, 2000). The challenge
in Africa is rather that of projecting and “broadcasting” state power, more often than not concentrated
in the capital city at the periphery of the respective country, across a vast, sparsely populated,
demographically and geographically highly diverse territory.

! | am indebted to the Dutch Government and its Embassy in Mozambique for material and financial support in relation to my research
project, from which this paper emanates.
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Reading recently again Herbst’s illuminating book, | remembered my first days as decentralization
advisor in the Mozambican Ministry of State Administration , in the years following the end of a 16 year
long internal cum external war, when my counterpart, the National Director for Local Administration put
the political and administrative challenges ahead to me with the following words: “ let’s face it: a state
like ours, that vast end diverse, with the few resources we have, cannot easily be governed, if it can
be governed at all.”

Thus, already at the outset of my paper | would like to share my working hypothesis with you: the
ongoing decentralization process in Mozambique, both in its dimensions of devolution or democratic
decentralization(i.e. municipalisation) and administrative decentralization or deconcentration (local
district governments), is a significant, necessary, but not sufficient contribution to state building in
Mozambique. Depending on the approach chosen, the resources available and other factors of a
special nature , its outcome will vary: Decentralization in Mozambigue might enhance and consolidate
the neo patrimonial state (sub hypothesis I) , and it might lead to genuine local governance, which in
turn contributes to stet building from bottom up (sub hypothesis II).

In arguing this hypothesis, | am aware of my role as an advocatus diaboli for decentralization, since
there is overwhelming evidence that state building across various historical eras and diverse cultures
has and is predominantly perceived as associated with the centralization of power, authority and
resources, as well as central control over land and people. And it certainly forms the backbone and
modus operandi of the state model that the colonial powers have left behind in Africa.

| am also aware, that, as the conveners of this conference put it,"hardcore modernistic central state
building exercises circulating around the Millenium Goals, Poverty Reduction strategies and Budget
support have been implemented and taken hold to the extent that state building seems to have
overtaken drives towards decentralizing governance...” In fact, the largely neopatrimonial state in
Africa and its political economy based on rent extraction are not thinkable without a high degree of
centralized power over and control of the territory and its resources, investment and (export) trade,
together with that of the administration and the coercive means (police, military). In Olson’s metaphors
the African neo-patrimonial, rent-seeking state may comprehended as being ruled by “stationary
bandits” in central governments, with little “encompassing interest”, including in sharing of power and
its “fruits” across the state’s territory (Olson, 2000), thus preventing the emergence of conducing
conditions for wealth creation and prosperity.

But | am also aware, that my position as advocatus diaboli puts me in an interesting company. Not all
observers and scholars necessarily agree that the African (central) state is a strong one, despite
international recognition and donor support. Wunsch/ Olowu categorically diagnose its failure
(Wunsch, Olowu, 1998), and Catherine Boon, in her impressive study on the “Political topography” in
West Africa affirms, that the central state, never a really strong anyway, one has been weakened, due
to the effects globalization and the policy prescriptions of the very donors, the Bretton Woods
institutions included, which give the bulk of financial support (Boone, 2003). Others see the state,
notably in its territorial dimension as an entity required by globalization and international law, yet at the
same time “undermined by” by them (Clapham, 2004). And still others see the central state’s role
diminishing as a result of “glocalization” (globalization plus localization) of politics and economy, which
“reinforces existing patterns of domination” and reallocates “poverty and stigma from above without
even the residual responsibility of noblesse oblige” (Bauman, 1998: 37)

In my perception, “power” and “centralized power” in particular, are relative term, subject to change
over time. We have, in the past century, seen highly centralized states in Eastern Europe and Asia
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falter and change for the better or the worse, with decentralization processes being part and results of
such changes. Olson has provided us with some economic reasoning which explains under which
conditions changes of the political economy and the associated centralist power structure may occur,
towards prosperity and equity, singling out collective action, markets and rule of law, respectively
security of contracts as key factors.

Perhaps more systematic and serious, the recent spate of “power and change” or “drivers of change”
promoted by European donor countries (The Netherlands, Sweden and UK) has drawn attention to the
fact, that despite structurally entrenched political and economic features of African neo patrimonial-
states (“foundational factors”) , gradual change processes do occur, both driven domestically and
externally. Economic crises, external shocks and internal unrest may be particularly instrumental in
inducing changes. A case in point is the mass-demonstrations by commuters in various African
capitals in 2008, triggered by the increase of taxi fares caused by the explosion of international petrol
prices at the time. In Mozambique, the capital city was under siege for several days, leading not only
to the killing of residents by the hand of police, but also to the dismissal of the government minister for
transport.

Against this backdrop, | am seeing the presentation and discussion of this paper as an opportunity for
the construction of a conceptual framework for the empirical study of the state building through
decentralization in Mozambique which | have embarked on. It is thus part of work in progress. The two
key questions are, firstly, how do we bring the state back into the debate of African development, a
role which goes beyond the Paris Agenda and public sector reform? And is there a role of
decentralization and local governance for state construction and, and if yes, what are the challenges
and prospects?

Firstly, | will summarize salient features of the political economy and the decentralization process in
Mozambique, on the basis of the results and analysis of power and change in Mozambique (ECORYS,
2008). This analysis, commissioned by the Royal Dutch Ministry of Foreign affairs, used a
methodological approach, namely a “Strategic Corruption and Governance Assessment (SCAGA),
specifically designed for the analysis of neo patrimonial states. It looks in a systematic way at
“foundational”, structurally deeply embedded factors of the political economy, at “the rules of the
game” including the interaction between the formal and informal typical for neopatrimonial states, and,
finally the “Here and Now” in which immediate changes occur, and it attempts to assess the causes
and obstacles for change and their effects on the political economy.

In a second step, | would like to address some theoretically inspired issues concerning the relationship
state building and decentralization, by reviewing selected literature. And thirdly, | like to present a
conceptual framework for the empirical study of decentralization in Mozambique, constructed on the
basis of the first two parts. This will have the form of a heuristic tool for the analysis of concrete case
studies of state building and decentralization, in Africa in general, and for Mozambique in particular.
And as such, enriched through the debates in this conference, it will be of tremendous value for my
further research work.
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1. Mozambique: Power and change of a neopatrimonial state 2

1.1. Introduction
At the outset, it is in order to briefly give sketch the country’s key features.

Mozambique, with an area of 799.390 km2 and a population (2007) of 20.366.795 inhabitants (thereof
51, 7% woman) has a low average population density of 25 persons / km?), distributed across its 10
provinces and 128 districts.

Given the long land and maritime borders on the one hand, and an institutionally under-resourced civil
service (including police and customs), with only 7, 5 public servants per 1.000 inhabitants, it is
obvious, that Mozambique has very little capacity to protect its land and sea borders.

The challenge to project state power throughout the territory is a major one: as a result of the colonial
penetration and settlement pattern and strategic (regional) economic interest that the capital Maputo
is located in the extreme South , and the major transport infrastructure link Mozambique’s cities and
towns in a E-W but not N-S direction. The country’s capital Maputo, has approximately 1, 1 million
inhabitants (2007), and is situated in the extreme South of the country. Together with the adjacent
industrial town of Matola (approx 675.000 in 2007) it accommodates almost one tenth of the country’s
population.

The economy of the country is extractive in nature and thus trade oriented, the traditional export
commodities being timber, agricultural and fishery products (cotton, sugar, fish, prawns). In recent
years, “mega projects” producing minerals, hydrocarbons (gas) and energy (Cahora Bassa) for the
export markets play an increasing role. The same is true for the service sector (telecommunication,
banking, tourism etc.) gain relative weight with regard to the -once dominating- transport sector
(railways and harbours). The “non-observed economy" including the trade in drugs is estimated to
have a large share in economic transactions.

1.2. The political economy. Salient features

1.2.1. The political system
Formally, Mozambique has had a multi-party constitution arrived in 1990, still by the one party regime
of the time, under conditions of war, respectively in the early days of the peace negotiations, taking
place in Rome, , and ending with the General Peace Agreement, signed on the 20 October in the
Italian capital (weimer, 2000). The constitution, reviewed and amended in 2004, is a liberal
democratic constitutions which guarantee the basic rights, such as the political rights (universal
suffrage), civil rights (such as the press and association freedoms), habeas corpus, protection of
human rights, just to name a few. Its precepts and fundamental rights are in harmony with the
Universal Declaration of Human Rights and the African Charter of the Human and People’s Rights.

2 This chapter corresponds, in part, to paragraphs, which the author contributed to the Power and change analysis on Mozambique
(ECORYS, 2008). The Royal Dutch Ministry for Foreign Affairs kindly gave permission to proceed in this way. Some tables and
diagrams have been taken from that study as well.
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It enshrines a presidential system with a strong executive, as the following two tables illustrate:

Chart: Legislative Iniciative per Political Actor
TOTAL 12 162

© 2005/2006 19 = CCF
]

= AR
@ 2000/2004 25

g H CM
Y 1994/99 28

® PR
1987/94 [lpil 90
0 50 100 150 200
Number of Proposed Laws

CCF: central Committee-Frelimo; AR: Assembleia da Republica; CM: Conselho de Ministros; PR: Presidente da Republica.

Although there is a formal separation of powers, the executive has the lion’s share of public
expenditure. The institutionalisation of the key state functions, performed by the three powers is still a
major challenge.

Table: Planned Expenditures by State Branch- Central (% of Budget, 2008)

Level of
Government

Executive Legislative Judiciary Executive Legislative Judiciary
Central 96.9 1.7 14 98,2 0.8 1.0
Provincial 96.0 0.3 3.7 98.9 0.1 1.0
Source: Republic of Mozambique, State Budget 2008, CFMP 2009-2011

With regard to political competition, the present political system favours a bi-polar parliament, with
Frelimo having a close grasp of a two third majority, and the parliamentary opposition, Renamo, on its
way to obsolesce, due to internal cleavages and splits (in Beira), poor and undemocratic as well as
lack of a programmatic profile. As the following table with the electoral results from 1994- 2004
demonstrates, third forces have hardly a chance to emerge, and it remains to be seen, whether the
offspring of Renamo, the new party Movimento Democratico de Mogambique (MDM) funded this year
under the leadership of the Beira Mayor, Deviz Simango, will get off the ground in the parliamentary,
presidential and provincial elections on 28" October this year. Much will depend on the electoral
turnout, which has been decreasing dramatically over the 10 years of regular elections.
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Diagram: Party Vote and Electoral Turnout in General Elections (1994,
1999, 2004)
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Frelimo, without doubt, dominates the political land, the institutions of the state and its administration,
Labelled, after the transition from a one party state (1975 — 1994) to a formal multiparty democracy
(1994 until today) as a “predominant state party” (Dinerman, 2007: 6) or a “ruling party in a dominant
party system” (Salih et.al, 2006), the Frelimo hegemony constitutes the rock bottom and corner stone
of political and economic life in Mozambique.

The pervasiveness of the ruling party influences the functioning of some key institutions mainly at
the central and local level and contributes to the consolidation of the controlling power, in the sense of
exercising (coercive) power over others (see above). At central level the increase in the number of
party cells in public institutions is a distinctive feature of this pervasiveness. Prospects of progress in
the public sector to managerial positions had always been influenced by being a member of the ruling
party. Moreover, after the Frelimos’s IX Congress, held in 2006, the ruling party tightened its control
over the membership determining that every member should have a track record of party work at the
cell level to be eligible for high positions in the state apparatus.

In the economic sphere, where the public sector is still the main client, linkages to the political elites
are an important element for access to public contracts. The privatization of the private banking
system in the 1990, amidst scandals of misuse of public and donors funds to rescue the state-owned
banks that have been plundered by the political elites, after the demise of socialism, favoured the
emerging business elite drawn from the former nomenklatura. This contributes to create a system
where informal rules, allegiances and traffic of influence are key elements for success in the public
and private sectors. At the personal level, apart from few individuals with high professional skills,
linkages with international organizations or small businesses, it is almost a rule that owning a Frelimo
party member card is a condition for success in professional life.

The formal and legal features of a democratic system are present in Mozambique, such as universal
suffrage, regular elections, the separation and independence of powers (embodied in the 1990 and
2004 Constitutions) and political stability, from 1992 onwards. However, Mozambique faces
challenges to consolidate its democratic system. An exclusive electoral system (formerly with a 5%
electoral threshold), a weak electoral administration, contested elections, a ruling party deeply
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entrenched in state institutions and a non-institutionalized party system (Carbone, 2005), are limits to
representativeness, reduce the effectiveness of the institutional checks and balances, and contribute
to a slow pace progress towards consolidation. In that sense, Mozambique is one of those cases of
democracy stalled between transition and consolidation; the so-called “dominant power systems”
(Carothers, 2002). This represents a hybrid regime, because of its combination of authoritarian and
demaocratic elements (Diamond 2002). Democratization in Mozambique thus is another case of
movement “from abertura to closure” (Joseph, 1996).

Thus the present political system of Mozambique is thus adequately labelled a de-facto, not de jure
one party state, or as a case of state captured by the party, which, based on the rent it extracts from
the political economy, is able to maintain a patron-clientilist system of rule.

1.2.2. The System of public administration
This system can be characterized as follows:

e The territorial division in 10 Provinces, 128 Districts, and 23 urban centres, including the
provincial and national capital is largely based on the colonial division of the territory affected in
1958, confirmed by the Independence Constitution, and suffering few alterations since
independence. This was, in principle, reaffirmed by the Constitution of 2005;

e The inherited highly centralized administration was considerably enhanced and maintained
during the socialist post-independence phase (“democratic centralism”). It follows the principle of
subordination and delegation rather than subsidiarity with regard to the lower levels of public
administration. In the wake of Frelimo’s socialist project and according to neo-Leninist principles of
the organization of a communist party, no separation between party and state was foreseen.
The party was supreme to the state which served its political purpose notably in executing the
social, economic and ideological programmes decided upon by the supreme party structures. It
would also eventually “absorb” a civil society, constructed, via mass organizations along the logic
of the former one party state, transformed into a predominant party state (Hanlon).

» A macro-structure of government, a study commissioned by the Technical Unit of Public Sector
Reform (UTRESP, 2002, 2004) concluded that this structure does not correspond to an analytical
and political comprehension of the functional needs of better governance and improved service
delivery, but rather amounts to a proliferation of ministries. It confirms earlier studies which,
suggest that the macro structure of the administrative and governmental system had remained, by
and large unchanged, with the exception of the proliferation of inter-ministerial commissions,
institutes, secretariats of state and specialized units etc. Some of them have administrative and
financial autonomy, but all are either subordinated to or are under the tutelage of the central
organs of the state.

¢ The public administration counts on a total of 167.420 public servants (only 55% of them in
permanent positions). Most of them are employed in education, health and the police force and
based in the provinces and districts (84.7%). As a result of the foundational distortions of the
public administration, they have a low- to medium educational profile. Very few better educated
cadres (higher and university education) are holding positions of departmental heads and senior
functions in the ministries in Maputo and their delegations in the provincial capitals (less than 400,
mostly men). Since 1992 (peace agreement) there is a notable tendency of members of the civil
service becoming increasingly younger and better educated, and thus more professional.

e The cooption of traditional authorities into the political administrative system was initially not
foreseen at Independence, but rather their abolition. During the civil war, however, they had
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tended to open or clandestinely follow the Renamo rebellion. Following the Rome Peace
Agreement, a role in the Frelimo-led system of governance was sought for them. From 2000
onwards, on the basis of the Decree 15/2000 of June 20™, they were integrated into the local
political-administrative structures, together with local party representatives of the Frelimo party.
With their consultative, controlling and mobilizing functions for the state and government they are
part of the Institutions of Community Participation and Consultation (IPCC), e.g. the District
Consultative Councils (Kyed et.al, 2007)

Ccontrary to programmatic declarations (“escangalhamento [destruction] of the colonial state”),
Frelimo never had managed to produce a revolutionary transformation of the colonial features of the
state and its public administration. Instead, the state Frelimo constructed after independence, gives
continuity to the “structural logic of the colonial state”. A state, organically conceived with its own
‘reason” without citizens but with subjects, independent of society, “against peasantry” (Bowen, 1992)
legitimized only via the control of boundaries, and , partially, territory and people, with “liability to work
and guardianship as the currency used by the state to realize its claim to rule” (Macamo, 2001: 79,
translation BW.). This logic has been reaffirming itself, at least until the political liberalization initiated
in the early nineties and intensified in the post post-civil war phase. Despite a series of profound
reforms, the Frelimo party and the state have maintained an intimate organic relationship, which
makes the distinction and separation between party and state matters a difficult enterprise, especially
since this very link has been reaffirmed by the current party leaders.

Put in simple terms: “We, the civil servants, even the members of NGOs, are employees of the party,
and we do not bite the hand which feeds us. But that does not mean that we do not have our own
opinions on what is right and wrong and on how to do things®”

1.3. Economic features

1.3.1. Economic performance and poverty reduction
From 1986 onwards, the year of the first structural adjustment programme, which, according to Hanlon
and others also marks the “switch” to capitalist development, privatization and entrenched corruption,
the consistent flow of foreign aid on a large scale, the transition from war to peace (1992), the
successful first multiparty elections (in 1994) mark a period which permitted an economic dynamic
characterized by high growth rates, especially in a post civil war conjuncture. This has been
recognized and lauded by the Bretton Woods Institutions and the donor community as a “success
story” with a “model character” for other African Countries, in as far as successful implementation of
poverty reduction strategies within the framework of the Paris Agenda is concerned. (Clément, Peiris,
2008).

Indeed, this post-war economic growth take-off, sustained for 15 years, puts Mozambique into the
category of economic success stories such as Uganda (in the late 70’s, early 80’s), Botswana (80’s
and 90’s), Vietnam (in the 90’s) and ASEAN (in the 70’s), which witnessed high and sustained growth
together with substantial reduction of absolute poverty. This growth path, which now (2008) seems to
show signs of abating, has been well above the average for sub-Saharan Africa. Together with
prudent monetary and fiscal policies, as well as low inflation rates, it has provided Mozambique with a
high degree of economic stability, making the country attractive for direct foreign investment (Clement,
Peiris, 2008: 12 ff). And it is certainly said to have contributed to reducing poverty.

% Interview with N.N., senior lecturer, Pedagogical University, Nampula City.
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The sustained growth between 1995 and 2008 is attributable to increased agricultural production and
industrial megaprojects (Virtanen, Ehrenpreis, 2007). However, such growth levels, to be considered
normal under post-war conditions, are not sufficient for sustained poverty reduction and development
(World Bank, 2004). Yet they contributed to a substantial reduction of poverty levels (from 69.4% in
1996/97 to 54.1% in 2002/03), although these numbers are subject to dispute, largely on
methodological grounds (Hanlon, 2008). From a number of studies it becomes clear, that the
employment effects of the sustained growth has not been particularly impressive, despite a notable
“change in employment structure towards higher productivity sectors” away from small scale
agriculture (Brick, van der Broeck, 2006: xi). With the exception of the sugar industry the major
industrial investments produced few employment effects, due to their enclave character and intrinsic
linkage to the South African energy and mining complex, which requires highly specialized and skilled
manpower, hardly available in Mozambique.

But this view of a success story is not shared by analysts (Hanlon, 2008) and many Mozambicans
alike. In fact, the recent African Governance Peer Review mechanism pointed out, that urban and rural
poverty has a tendency to increase, and that the divide between the wealthy and poor has grown.

Concerning equity, inter-regional disparities have decreased, with intra-regional inequalities, however,
increasing, especially in the South Mozambique, where, paradoxically, we find the major recent
industrial and commercial investments. “The loss of jobs in transport and migrant labour in South
Africa has not been compensated by job creation in the new industries. And this has disturbed the
traditional livelihood in the South” (Virtanen, Ehrenpreis, 2007: 21). Urban poverty is thus increasing,
especially in Maputo (Paula et.al, 2008) and consumption patterns are extremely distorted: the richest
households have increased their consumption capacity “in the midst of a large impoverished
population” (Virtanen, Ehrenpreis, 2007: 5). At national level, income distribution, as measured by the
Gini Coefficient, is not markedly skewed, despite a slight increase from 0, 40 (1996/97) to 0, 42
(2002/03).

The impact of the economic dynamic of the political economy on the majority of Mozambicans is thus
ambivalent. While it is true that the per capita GNP (in USD) more than doubled between 1994 and
2004 (from 600 USD to more than 1300 USD), the GNP per capita average annual growth rate
remained constant from 1995 onwards. This means, that the substantial growth from 1995 onwards
produced only modest effects concerning broad based and dynamic economic development. Although
government, together with DBS invested a lot in, among others, education, health, water supplies and
road construction, the Human Development Index for Mozambique dropped from 2004 to 2005,
coinciding with a reduction in the rank from 168" to 172nd position of a total of 177 countries (UNDP,
2008). And look at infant mortality and life expectancy shows that the first indicator dropped
continuously and considerably over three decades, while the latter, together with the population
growth rate remained constant. This means that other, poverty-related causes (e.g. malnutrition,
disease, lack of hygiene); together with AIDS must be responsible for the persistently low life
expectancy of around 45 years.

1.3.2. Structural aspects
Firstly, Mozambique is a typical economy of consumption rather than of investment for production
and the domestic and international markets. In the words of a Mozambican economist, “it produces
what is not consumed (locally), and consumes what it does not produce.” In terms of percentage of
GNP household consumption expenditure dominates. Together with public consumption the aggregate
consumption was always above the level GNP, only dropping below it in 1996. Nevertheless,
consumption (both private and public) continues to dominate the composition of GNP even thereafter,
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with a relative weight of well above 50 % of GNP. As a consequence of this bias towards (private)
consumption, investment measured by gross capital formation has remained structurally low, although
it more than doubled from the 1970’s and 1980’s (10% of GNP) to around 25%, in 2004, due to peace
conditions and investment in infrastructure mega projects etc.

Secondly, agriculture’s contribution to GDP dropped significantly from 35% in the 80’s to about 20
to 25 % at the beginning of the new century. In 1990 the relative weight of services surpassed that of
agriculture and from 2000, onwards, industry’s contribution to GNP superseded that of agriculture.

This drop in agriculture’s relative weight, however, may not be attributable to a process of economic
maturation of the economy in the sense, that agricultural inputs feed manufacturing and processing
industries — a “normal” and desirable feature of developing economies. According to UNCTAD
statistics, the labour force in agriculture as % of the total labour force is more than 80%, a share which
only recently changed in favour of other sectors. Agriculture, though diminished in its weight in the
economy, thus continues to provide the livelihood to a great majority of Mozambicans and to women in
particular. They represent 70% of the active labour force in agriculture.

Thirdly, the long-term analysis of the economic data also confirms the economy’s character as a
service economy. The service sector, notably the railways and port systems used by neighbouring
countries (see. section 2.3 ), have been dominating GNP with a weight of above 30% in the 70’s and
80’s, and has been climbing to more than 50% from 1994 onwards. The service sector’s strong
performance must thus however be attributed to the growth of the banking and insurance,
telecommunications, as well as (air) travel, domestic transport and tourism.

Fourthly it is obvious from the analysis of economic data, that hardly any industrialization took
place in the past 30-40 years, despite the mega-projects which came on stream at the beginning of
the new millennium. In 2005, industry’s and manufacturing contribution to GDP (including mining and
utilities such as electricity production) with around 27% and 20%, respectively, remains at the same
levels as in the 70’s and early eighties.

Fifthly, the economy remains open and import intensive as demonstrated by the shooting up of
imports of goods and services to up to 50% of GDP in the years after the civil war, levelling out and
oscillating around 34% from 2000 onwards. Being an economy with a structural trade balance deficit
since the mid of last century the picture remains pretty much the same until 2000, with exports of
goods and services only reaching up to 12% of GNP, significantly less than the imports. Major export
commodities, albeit in decline, are the “classical” ones, i.e. timber, fisheries, cashew and cotton, which
face challenges attributable to overexploitation of resources (fish, prawns, etc. timber) and stiff
international competition form major producers, together with volatile markets (cashew, cotton, sugar).
Only with the coming on stream of major sugar plantations and the Mozal aluminum smelter after 2000
export figures increased dramatically due to aluminum exports to Europe and Japan. Mozambique’s
economy thus has maintained, over more than 35 years, its structural feature as an extremely open
economy: Import and exports of goods and services reached 80% of GDP in 2006, making the
economy extremely vulnerable to external price shocks both for her import of commadities (oil, food
stuffs) and potentially her exports. But this openness, together with its relatively fragile territorial
integrity also facilitates illicit trade and trafficking in drugs and people, and the operation of
international criminal networks with alleged links to the political elite and business circles. In an index
of organized criminal network perception (van Dijk, 2007: 47), Mozambique, together with Albania,
Angola, Haiti and Nigeria are said to hold top ranks. From a scientific point, however, there are
guestions as to the construction, frequency of measurement and information sources of that index.
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Finally, Mozambique’s economy continues to be structurally dependent on foreign aid, with a
particular surge of aid intensity (aid inflows as measured as % of GNP and of imports) from the
introduction of PRE in 1987 onwards. According to OECD-DAC and other figures, cited by de Renzio /
Hanlon, (2007: 2f ) Official Development Assistance (ODA) oscillates between 20 and 30% of Gross
National Income between 2000 and 2004, and donor aid contributes to around 50% of the recurrent
budget during the past few years. This makes Mozambique “the world's eighth most aid dependent
country, with an aid to GNI ratio which is four times the average for sub-Saharan Africa” (de Renzio /
Hanlon, 2007:2). And it contributes to maintain Mozambique’s political economy as one “of rent-
seekers, from government to NGOs, from civil servants to partners in investment” (Castel Branco,
personal communication).

1.4. Taxation

The following table gives an overview on the structure of taxation for the period 2005 to 2008.

Mozambique: Taxation by category of tax, 2005 — 2008 (in %)

Fiscal Reveue (total)

Income tax

enterprises

individuals

special tax / casinos

Tax on goods and services
VAT

domestic transactions
imports

Tax on special consumption
- national origin

- imported products

Excise tax on foreign trade
-customs levies

-other levies

Other

Source: Autoridade Tributaria

2005
%

100

26.4

8.9
17.3

0.2
66.7
40.7
15.9
24.8

5.9
3.4
16.8
16.6
0.1
9,6

2006

%

100

28.7
115
17.1

0.1
65.4
42.4
16.7
25.7

5.1
3.1
148
14.7
0.1
5.9

2007

%
100

33.2
15.6
17.4

0.2
61.6
40.5
16.5
24.0

4.8
2.6
13.7
13.9
0,1
53

2008
%
100

36.3
17.7
18.4

0.1
59.2
40.0
175
225

5.1
3.1
11.1
11.0
0.1
4.5

The table demonstrates that the relative
importance of the income tax is increasing,
whereas the VAT yield remained more or
less constant, and the weight of the
customs revenue decreasing. But the
relative weight of indirect (consumption)
taxes (with their largely regressive effects)
is considerable higher than that of taxes
on wealth (income). It is also noteworthy,
that, regarding income tax, the individuals
had a significantly higher fiscal burden
(income tax) to bear than enterprises.

The following table gives an overview of
the contribution of revenue to the GDP.

A look at the table shows that own revenue as % of
GDP is presently around 16.5%, with a projected

increase to 18, 6%.

The ten year period before (after the 1992 peace
Agreement) already saw a constant increase,

namely from 9.9% (1996) to 13, 8% (2005), or,
annually by 0.32% on average, with the major
source of tax revenue at the time being indirect
taxes on goods and services (VAT). However,

Mozambique’s revenue share of GNP is presently
well below that of comparable low income countries

in the region, such Malawi (18%) and Zambia

(18%).* The government has announced that it has

4 All data for 2007, source: various IMF reports.
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Mozambique: Revenue by category, 2005-2001 (in % of GDP)

200 200 200

5 6 7 2008 2009 2010
Total Revenue 13.8 157 16.6 16.4 17.3 18.1
Recurrent 13.2 15.0 15.7 15.6 16.5 17.6
Fiscal revenue 11.2 125 135 13.5 14.0 15.1
Income tax 29 3.6 4.5 4.9 4.6 6.2
Tax on goods and
services 7.5 8.2 8.3 8.0 8.5 8.1
other 0.7 0.7 0.7 0.6 0.8 0.8
Non Fiscal Revenue 1.0 1.4 1.2 1.0 1.0 1.3
conditioned revenue 1.0 1.0 11 1.1 1.6 1.2
Revenue from
capital 0.6 0.8 0.9 0.7 0.8 0.4

2005-207: national accounts

2008: Budget execution
2009-11: Mid term Fiscal Scenario

Source: Autoridade Tributaria, 2009

2011
18.6
18.1
155

6.3

8.3
0.8
13
13

0.4




targeted to raise the % to above 20 %, by within the next three years, to be in line with SADC average
standards. Looking at countries notorious for rent seeking, Mozambique’s tax / GNP ratio is rather in
the range of the Philippines under Marcos (12%), and below that for Indonesia under Suharto (19%),
but well above Nigeria under Abachi (7%) (Grzymala-Busse, 2008:655).

Apart from the aid rent, which subsidizes quasi automatically the annual budget to the tune of 50% of
recurrent expenditure, one other reason for the low ranking is in the fragmented system of collection
and administration of taxes, which, similarly to the justice or banking system, does not cover the whole
country, the absence of a fiscal and tax policy politically negotiated with major societal stakeholders,
and finally, an only very incipient system of intergovernmental fiscal relations.

It is estimated, that the direct taxation of five Mega Projects (including Mozal, Sasol-gas, Kenmare
heavy sands) would increase the tax yield by 60% and would catapult the percentage of tax revenue /
GNP from 15,7% (2008) to more than 20% , from 2012 onwards. It is estimated, that the additional net
contribution to GNP through taxation of megaprojects would rise from 1, 7 % (2009) to more than 5%
(2012). After 2012 the additional annual revenue from megaprojects would be around 6 % of GNP, or
between $40-50 million per year. Under the assumption, that petroleum is discovered, potential oil
revenues are estimated to be around $160 million per year by 2017 (personal communication; see
also: Bucuane, Mulder, 2007)). In the long run, domestic revenue may even have a more steady
growth than expenditure, especially if all the major investments in hydro-electric power, coal, and other
mineral resources are captured by the medium term fiscal projections (Cenéario Fiscal de Médio Prazo-
CFMP) and subjected to taxation, - and, if oil is discovered in Mozambique. This would certainly put
the Government in a very comfortable position, since in such a scenario domestic revenue will dwarf
the present level of aid inflow, under the assumption, that the latter remains unchanged over the next
10-years and that all revenue from mega projects and investments in the mineral and energy sectors
are, in fact, taxed. It is estimated, that under such a scenario, domestic revenue may, from 2015
onwards, be twice as high as the present level of aid. With other words, the present aid rent could be
more than substituted by a resource rent. It is obvious, that such high levels of revenue potential pose
major challenges to responsible, transparent and accountable management.

In the expectation of a boom of the mineral and energy —based economic dynamic with high
propensity to the generation of rents on the one hand, and increased concerns of major donors
aligned via the Paris Declaration about poor governance and increasing corruption, the Government of
Mozambique has already taken an important step in declaring, in principle, its wish to adhere to the
Extractive Industries Transparency Initiative Plus (EITI++). To this effect, a scoping mission led by the
World Bank was received end of September / beginning of October 2008, and an aid memoire signed.
EITI++ represents a comprehensive, holistic approach to the value chain of extractive industries
(mining, oil, gas), i.e. from the exploration and extraction via the transparent management of
resources to sustainable development. The scoping missions team found conducive pre-conditions for
the EITI++ approach in Mozambique, identified gaps (mostly in the field of institutional and individual
capacity), and highlighted challenges in the following areas, mainly in the field of governance, taxation
and fiscal administration, which are shared by members of the Mozambican civil society (Mosse,
Selemane, 2008). These are:

« Environmental and social regulations and compliance;

« Tax collection and audit capacity;

« Transparency and accountability;

« Revenue management and distribution;

« Regional infrastructure planning.
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1.5. Rule of law

With regard to the judiciary (system and specialization of courts and justice system) there was a
definite and revolutionary break with the colonial past, at Independence (introduction of “peoples
power”) and, in particular in 1978, when peoples’ courts were introduced, across all levels of the
territorial administration, i.e. from central via provincial to local level (Trindade, Pedroso, 2003). Yet,
these “community courts”, as they are referred to nowadays, estimated to number 1500, were not
recognized by the “Organic Law on Judicial Courts” ( Law 10/92 of May 6") passed by the one party
parliament in 1992. Eventually this happened through the new Law of the Judiciary Organization (Law
24/2007 of August 20™), which replaces the 1992 law.

However, there are structural impediments of the justice system impacting on a generally recognized
weak performance, which have to do with a high degree of centralization of institutions and judges in
Maputo (e.g. there is not yet any Labour court outside Maputo and in 2003, 50 districts do not have a
court at all (Trindade, Pedroso, 2003:271), and a widespread lack of judges, attorneys and defense
counsels. Other risks are a widening gap between enacted and applied legislation, little transparency
in the collection and administration of own revenues levied by the courts, the widespread corruption in
the sector (Mosse, 2006) epitomized by the popular saying “why should | contract a defense lawyer if |
can buy a judge?”. Interference and abuse of power by the executive concerning “non-compliance with
court rulings and interference in investigations and prosecutions do occur, as the case of the trial of
the murderers of journalist Carlos Cardoso dramatically demonstrated. But, according to insiders and
studies on the “profile of the judge”, it is the lack of internal independence of judges rather than
outside interference which is a major constraint of the judiciary.

Despite substantial reforms, and radical improvements in the justice sector, especially from 1990
onwards, it remains institutionally weak and fragmented, lacks political will and the necessary
decisions concerning resource allocation and budget execution, and, despite improvements, does not
always follow a strict separation of executive and legal powers, especially at central government level.
Moreover, “courts are not a reality for a large majority of Mozambican citizens” (OSISA, 2006:23), who
rely on the informal justice sector, notably the community courts, traditional authorities, religious
institutions etc. for the resolution of their legal disputes and the dispensation of justice (Santos, 2006).
Moreover, a very strict interpretation of the principle of separation of powers renders the courts and
the judiciary in general unaccountable to the citizens.

Consequently it is not surprising, that the state of rule of law is still critical in Mozambique as illustrated

in the chart below, covering assessments from the last 9 years. Rule of law has stagnated in the 30™
percentile, of the rank, which denotes a very low institutionalization.
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MOZAMBIQUE, 1996-2007
Aggregate Indicator: Rule of Law
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1.6. Decentralization

A radical decentralization programme emerged within the context of the Rome Peace negotiations,
without, however, being explicitly reflected in the peace agreement. As the then Minister of state
Administration, part of the Frelimo delegation at the peace talks put it: “ whenever we [Frelimo] are in
trouble, we discover the merits of local government™ The 16 year internal war triggered by external
aggression had dramatically taught the ruling party that it and her state resources (administration,
police, military) were largely insufficient to control the vast national territory and its people, or
preventing a “roving bandit” (Olson), i.e. the externally supported Renamo rebel movement from doing
so and thus challenging Frelimo’ s monopoly to extract tribute, resources and political loyalty.

1.6.1. Devolution via municipalization
The decentralization project, defined as a piece of legislation approved by the then One Party
parliament in 1994, initially foresaw a radical devolution approach for both 23 urban centres and the
128 districts, which would have resulted in the gradual implantation of relative autonomous local
governments with elected leaders, an executive organ and legislative assemblies (Law 3/ 1994). The
results of the first multiparty elections, with a strong showing of the former rebel movement-turned
party in central and Northern Mozambique, together with fears of territorial fragmentation after the civil
war led to the adoption of a hybrid model combining devolution and deconcentration (Fandrych,
Weimer, 1999, Weimer, 2000b). This is enshrined in a constitutional amendment in 1996 (law 9/96, of
22" November), and maintained in the 2004 Constitution. It led to a law package defining the legal
parameters of decentralization in 1997 (partially reviewed in 2008 with regard to fiscal autonomy) and
the creation of 33 municipalities (plus another 10 in 2008). Municipalization now covers all major
urban centres and gives about 30% of the population the right to choose their local leader through the
ballot.

The first municipal elections were held 2008, in which Frelimo won all municipalities (mayors and
Assemblies), due to an election boycott by Renamo. In the 2003 elections Renamo won the
mayorships in 5 municipalities (Beira, Marromeu, Angoche, llha de Mogambique, and Nacala) and the
majority of Assembly seats in all of them except Marromeu. The 2008 elections saw Frelimo victories
in all municipalities, except for Beira, where one of Renamo’s dissidents, Deviz Simango, won with a
great majority.

® Interview with the author
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Voter participation increased steadily from a very low 15% in the first round of elections in 1998, via
24.16% (2003) to 42 % in the 2008 elections.

1.6.2. Deconcentration: the local bodies of the (central) state
Once the municipalization process had become under way, the 10 provincial and 128 districts
governments, which had remained under a system of administrative subordination to central
government in which senior officials are appointed by central government, received a new legal
institutional framework — of, technically speaking, “administrative decentralization of deconcentration.
In 2003 the Law on Local Organs of State (LOLE - Lei dos Org&os Locais do Estado, 8/2003) and
subsequent regulations Decreto 11/2005). LOLE defines “local administrative units of the State”
(Orgéos Locais do Estado), as Localities, Administrative Posts, Districts and Provinces was
promulgated. It and bestows a degree of administrative autonomy on them, without relinquishing the
principle of subordination under central government.

Some significant changes were introduced, notably the recognition of the District Government as a
legal entity, the designation of districts as planning and budgetary units (without, however, disposing
of their own budgets and thus still depending on allocations from central government and line
ministries, administered by the Provincial government). The recognition of district development plans
integral part of the Mozambican planning system, the institutionalisation of community participation
through IPCCs, i.e. a system of consultative councils and the functional reorganisation of provincial
and district governments are further new elements of this framework.

In the context of the districts becoming budget entities, a budgetary allocation of approximately
$300,000 per district across the board for infrastructure projects was made for the first time in 2006.
Such projects have to be prioritised through a participative planning process and approved by District
Consultative Councils. The use of this budgetary allocation, known as OIIL (Orcamento de
Investimento de Iniciativa Local) has been reoriented to support local economic development activities
contributing to increased agricultural production, job creation and income generation (instead of
investment in public infrastructure) at district level (UNDP, 2009)

In conclusion one may observe that the Mozambican decentralization process, top-down as it has
been installed, faces considerable risks and challenges. To hame but a few | would like to point out
the following:

¢ The inexistence, until now, of a clear decentralization policy cum strategy exists, e.g. in the form of
a government white paper, which would define the strategic objectives, benchmarks etc. and ,
above all, operationalise the term “gradualism”, i.e. the increase of both the number of
municipalities together with their functional responsibilities and resource endowment.

¢ The inexistence of a sound date base, including on intergovernmental fiscal relations makes
monitoring of the decentralization process impossible;

¢ The definition of the volume of resource for OLE’s is of a discretionary nature, decided upon by the
government of the day, without legal entitlement by the recipient districts. A revenue sharing
formula with institutional-legal anchorage, e.g. in the constitution, both for OLEs and municipalities
is yet to be put on the political agenda.

e The functional competencies and tasks attributed to both municipalities and OLEs is not matched
by adequate resources; “finance does not follow function”, as the following graph demonstrates for
2007:
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Diagram: Government Expenditure in % (2007)

Source: Boex et al, 2008.
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¢ The municipalities underutilize their own resource potential; most of them have not made any
investment in better exploring their resource base, e.g. through taxation of property and urban
land;

e There is a clear risk of “decentralized corruption” both in municipalities (market fees) and in the
districts. Scant evidence suggests, that the investment fund for districts (OIIL) is used to extend
patronage and clientilism along party political lines, and to circumvent priorities defined by the
District Development plans elaborated with the inputs of the IPCCs (Forquilha, 2009).

Despite these considerable risks, decentralization in Mozambique has considerably changed the
political and institutional landscape. Electoral democracy and some degree of participatory planning
has been introduced in the municipalities, some of which have demonstrated that local regime
change, as well as better delivery of services is possible, against all odds. And the districts neglected
during a long time, have caught the attention of policymakers, practitioners and local civil society
community groups , turning them into an arena of subtle struggle and negotiations, and as such
laboratories for local change and local governance. Some stakeholders have come out to demand not
only better resource endowment and service delivery, transparency and more voice, even the
introduction of election for the district councils. The ongoing local government reforms have thus
highlighted the question of inclusiveness versus exclusiveness of the (local) political economy, an
issue identified as “historical battleground” (Galli, 2003) between government and the people, and as a
realm in which “state’s space and a people’s space” coexist, interact and clash with regard to
economic basics, i.e. land, agricultural / rural and good governance.

With this diagnosis of the problems associated with of state formation in Mozambique we now
can reframe the question raised at our point of departure: can decentralization make a
difference and under what conditions?

In order to answer this questions, | will review, in the next chapter, some relevant literature, first, on
what is referred to as “stateness” (Bratton, Chang, 2006), on the role of taxation for state building and
on “signposts” (IDS) towards a more democratic developmental state. In the second part of this
chapter, | endeavour to address three issues related to decentralization, namely, local governance,
relations between central and local state and, finally, aspects of local economic development. Other
important aspects, e.g. the effect of the Paris Agenda on state building and decentralization will not be
dealt with in a systematic manner.
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2. State and decentralization - Some theoretical considerations
2.1. State in Africa: “stateness”, taxes and perspectives under conditions of heterogeneity

From the a vast body of literature on the state in Africa, which looks at territorial (Clapham, 2003;
Herbst, 2000), institutional/ legal (Jackson, 1993), economic (Bates) , democratic, (Bratton, Robinson,
White, 1998), and other features, looks at the relationship between state and citizens (Madman, 1996)
, and discusses the conditions of consolidation or failure of or a mix of those, | would like to briefly
examine and review three interrelated aspects deemed particularly relevant for our topic: relationship
between state-building and decentralization. In doing so, | will largely ignore the theorizing and debate
on the African neo-patrimonial state® as well the literature on transformation towards a democratic
developmental state with a functioning market economy (Robinson, White, 1998,), as well as attempts,
e.g. by the BTI, to measure and compare such transformation. Instead | select some few elements of
these debates, deemed relevant for our subject, thus focussing briefly on the relationship between
state building and democracy, the issue of “taxation for state building” and, thirdly, on other important
“signposts” for the consolidation of the African state, otherwise characterized as fragmented, under-
structured.

The first aspect is related to what Bratton / Chang (2006) refer to as “stateness”, which according to
their analysis- based largely on data provided by the World Bank Institute and Afrobarometer, can be
summarized with the following three key aggregates:

a) Scope of the state, i.e. coverage of territory by administrative authority and public services;

b) Its capacity, including means of state agencies to execute their assigned tasks , deliver public
goods and services (welfare capacity), the capacity to respond to needs of their citizens, including
development, administrative and enforcement of law;

c) State legitimacy, i.e. the acceptance of citizens of the jurisdiction and acts of the state and those
of its agents, the prevalence of the rule of law and commitment against corrupt practices.

Their study is interesting and relevant not because it confirms the widely held perception, that Africa,
in comparative perspective, has weak, “under-structured” states and is poorly governed’, but because
the authors draw our attention to two conclusions, relevant to our context: Firstly, Rule of Law, i.e.
institutional protection against abuse of power, and capacity to enforce law is the single most
important variable for successful state building. And, secondly the investment into democratization is
positively correlated with state consolidation and vice versa. With other words: democratization without
a sound state base ("backward democratization”) is unlikely to strengthen weak African states, and
states are unlikely to provide a stable, durable order, unless they are democratically legitimized.
According to Bratton /Chang, the key to success is the rule of law: “only if a state can regulate conflict
within its borders, protect the citizenry from criminals, and turn back illegal challenges to elected rule,
will people be inclined to conclude that democracy is being supplied” (Bratton, Chang, 1081).

From such a perspective | would like to pose to us three questions for reflection, on issues, only
scantly or not at all dealt with by the cited authors, but relevant for our topic. | will only attempt to
provide an answer to the third question, simply because | do not have sufficient elements for an

answer for the first two, leaving them open for our discussion.

Fora good summary on relevant literature, see Cammack, 2007, Erdman, Engel, 2006
" Notable exceptions of “good quality states” are: Botswana, Cap Verde, Mauritius, Namibia and South Africa; Bratton/Chang, 2006:
1066.
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The questions are:

e What is the role of local government in state consolidation, i.e. in the logic of Bratton / Chang as
elements of provision of the rule of law and democratization across the territory of a given country?
Are local governments conceptually covered by the notion of “scope” of the state, and “state
effectiveness”, and if yes how? And: in which way can the logic of the mutually reinforcing
relationship between state building and democratization be extended to the sub-national level?

e How do we perceive and conceptualize “rule of law” in a setting prevalent in many African
countries, characterized by legal and institutional plurality and fragmentation (Santos, 2006; Singh,
2007), and under conditions of poverty? According to Hyden (2007) political order and justice
systems are inherently quite fragile. Justice is “based in reciprocity, not on impartiality”: it “is
understood as the right of one actor...to pursue its ideal interest in competition to others, on a
common understanding of the moral limits of that pursuit” (Hyden: 2007:218). But, according to this
author, the notion of right or wrong, of moral limits is blurred, often as a result of “glocalization”,
urbanization and erosion of tradition. There is a crisis. , if not breakdown of ethics and morality
which manifests itself in “debauchery” and “big bellies” as status symbols (Hyden), and popular
justice (lynching), and desperate believes, that the wealthy aim at exterminate the poor by
poisoning sources of water, imprisoning rain (Serra, 2003) and fighting the poor instead of poverty.

¢ What is the role of taxation in state building?

Coming to the second set of issues and in trying to provide an answer to the last question, one must
refer to, as already mentioned, to the historical absence, in Africa, of the equivalent of the European
tax state together with a economic and political order that provided an enabling framework for the
state and government to interact with its citizens (voters, tax payers, clients, major stakeholders). In
Europe, such a framework proved to be essential in discussing and resolving matters of public interest
(war and peace, the production, provision and distribution of public goods and services, strategic
investment), and the financing for it through taxation and levying of fees. This is not to say, that pre-
modern African states, culturally and ethnically diverse, had no systems of collection of tributes and
taxes (Grillo, 1998: 27 ff). Moore has enumerated the key factors the absence of which cause “poor
governance” in contemporary African states (Moore, 2001). One, if not the single most important on is
the dependence of African states on “unearned revenue” (Moore, 1998) in the form of strategic rents
(including aid rent) and / or rents from natural and mineral resources. Another is the weak tax
administration prevailing in many African countries.

If we define the modern (European) state, with public finance at and budgeting process at its core as
an exercise to transform and redistribute private wealth, (via taxes) into public wealth (via
expenditure), we must, in the case of the African state, also consider the opposite: the transformation
and re-distribution of public wealth, i.e. land and maritime resources into private wealth (via
embezzlement, corrupt practises and outright stealing. Olson’s theory of “power and prosperity” (2000)
focussing on the “resident bandit” with no or little encompassing interest and benefitting from
privatization processes in colonial and post-socialist transitions has, in my view, considerable
explanatory power in the case of Africa. The popular Mozambican equivalently to Olson goes: “the
goat is eating wherever it is tethered “, not distinguishing between private and public private food. In
this his way, “Africa works” (Chabal, Daloz), indeed, in a double way: state construction through
taxation and occurs, on the one hand, and simultaneously the deconstruction of the state, through the
appropriation of the benefits and assets of the “civic public” (Ekeh, 1975) by the (educated) elite of the
ruling party, government and bureaucracy and military on the other. The state is being privatized, to
varying degrees (Hibou, 2001). Already in 1975, Ekeh analysed the mechanisms used by the
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educated elite to redistribute and thus privatize wealth from the “civic public” i.e. the modern state
institutions, to the “primordial” African public constituted by African social and kinship relations (Ekeh,
1975). A recent interview with a senior personality of the Mozambican establishment, closely linked to
the ruling party confirmed Ekeh’s reasoning. Corruption is seen as a legitimate way of redistributing
wealth from the public to the private sphere®

Reflecting about the relationship between private and public sector we may keep in mind, that Africa
does not have, by and large -for reasons | will not touch upon- a consolidated, bustling and
competitive private productive sector based on small and medium sized enterprises, whose wealth
and turnover could be taxed and transformed into public wealth, notable exceptions notwithstanding.
Further, in my view, the distinction between private and public sector, so highly cherished by the
Bretton Woods institutions and donors, is merely an academic one, since the same political power
elite in many African countries dominate both the “private” and “public sector, in general, and big
business in particular.

Nevertheless, taxation, orderly budgeting processes and fiscal administration in line with modern
approaches to public finance do take place in Africa, and in particular those countries that subscribe to
the principles of Paris Declaration and thus receive Direct Budget Support (DBS) Subscribing its
principles and procedures, African governments committed themselves, to some extent at least to put
their public finances in order, putting donations and revenue from various other sources increasingly
“on-budget” making them more transparent, and increasingly subjecting them to scrutiny by auditors
and parliaments. Increasingly national systems of budgeting, public accounting and accountability
mechanisms are used for the international assessments within the Public Expenditure and Financial
Accountability (PEFA) framework, with the donors ready to “align” and “harmonizing their procedures
and cycles with the national systems (CABRI, 2008.). In the overall picture of the African state with its
dominant patrimonial and clientilist features there seem to be some islands of fiscal and budgetary
rationality, rigour and transparency, associated with a Weberian logic of legal-rational bureaucracy, a
logic or even a “subsystem” re-claimed for the (re-)conceptualization of African neopatrimonial state
(Erdman, Engel, 2006).

Itis there, in the field of budgeting and taxation where Moore and others (see an important building
block for the construction of a modern state, or what Moore / Fjeldstad refer to the chance of “taxation
for state building” (Moore, Rakner, 2002; Fjeldstad, Moore, 2007). Departing from the premise that,
regarding total tax revenue, the global tax reform agenda driven by the Bretton Woods institutions and
professional associations of fiscal specialists has, so far, “failed the poorer countries” (Moore /
Fjeldstad; 2007:6), these authors make some concrete policy suggestions which help the
operationalization a new “taxation for state building” agenda. These include:

1. A shift in taxation , towards

1. the informal sector

2. income tax

3. urban property tax

introduction of simplified approaches and IT

improved tax administration with wider coverage;

the establishment of an autonomous revenue authority , and

The engagement state-society around tax and budgetary issues, including monitoring of revenue
and spending.

arwn

® Interview with Padre Filipe José Couto, Rector of the Universidade Eduardo Mondlane
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A recent comparative longitudinal study on the relationship between state building and taxation
provides statistical evidence for a positive correlation between taxation and democratization, when
taxation is linked to the provision of adequate and commensurate public goods (e.g. rule of law) and
basic services (Ross, 2006: 247). These findings are supported by other empirical evidence which
stress the importance of a shift from indirect taxes to direct taxes (on income, land, property) and
negotiated social-fiscal relations for the building of accountable authority (IDS, 2006: 11ff).

These conclusions have tremendous political implications both for aid-financed public services (via
DBS) and for private public partnerships, in which a major investor covers the financing of social
services (schools, health posts etc.). Since these transfers to the budget , respectively “in kind”
donations (off budget) are not reflected in the price (tax) the citizen has to pay for government
services, he / she is kept under “fiscal illusion” about the real cost of the production and distribution of
such goods and service. Thus,

” measures that help authoritarian governments lower the price of government services will, ceteris paribus,tend to
have anti-democratic effects; policies that force them to raise the price of government services will tend to have pro-
democratic effects. For example, programmes that extend subsidized loans to authoritarian governments should
tend to retard democracy, by dropping the cost of government and reducing the democratic pressures the regime
would otherwise face”. (Ross, 2006: 247).

We can see, that DBS may be a double-edged sword: on the one hand, it forces African governments
to improve budgeting, accounting, transparency and accountability, -all important elements for better
governance and for state consolidation via orderly budget cycles (Moore: 1998). On the other hand,
DBS may retard democratization, not only because of the fiscal illusion under which the citizen
remains with regard to the price (tax) for public goods , but also because DBS mechanisms tend to
exclude the national taxpayer and other important stakeholders from the accountability procedures
(“Joint Reviews”) established between governments and donors. With other words, African
governments remain more accountable to donors rather then to their own citizenry (Eurodad, et al.
2008).

Nevertheless, even if one questions the difference, which the Paris Agenda and DBS may make to the
present plight of the African poor (Hyden, 2006), and criticises the shift of government accountability
away from domestic constituencies towards donors, one needs to recognize the element of state
building (via budgetary processes), with a Weberian element, which the Paris Agenda has brought
about.

This recognition, however, has, in my opinion, not (yet) been sufficiently broadened to include l