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SALUTATIONS 

The Honourable Minister of Finance, Planning & 

Economic Development 

 

Honourable Governor of the Bank of Uganda 

 

Honourable Members of Parliament 

 

Your Excellencies the Ambassadors and High 

Commissioners 

 

Your Grace Leaders and Representatives of Religious 

Organizations 

 

Your Lordships the Justices of the High Court 

 

Honourable Members of the Board of Directors of the Bank 

of Uganda 

 

Distinguished Heads of Institutions of Higher Learning 

The Management and Staff of the Bank of Uganda 

Members of the Press and Electronic Media 

Invited Guests and Students 

Ladies and Gentlemen. 
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I am very pleased to join this distinguished gathering in paying 

tribute to the late Governor Joseph Mubiru, a pioneer central 

banker and a distinguished monetary policy practitioner in 

Uganda.  I am equally delighted to be here and hasten to thank 

the Honourable Governor of the Bank of Uganda for inviting 

me to come and address the 13th Joseph Mubiru Memorial 

Lecture.  I have been informed that in the past, the Joseph 

Mubiru Memorial Lecture has been graced by eminent speakers 

including Baroness Lynda Chalker, Mr. Michel Camdessus, Mr. 

Cyril Ramaphosa, Prof. Ali Mazrui, Prof. Tony Killick, Prof. 

Ssemakula Kiwanuka, and Dr. Suleiman Kiggundu among 

others.  It is a privilege for my name to be added to this list of 

distinguished speakers and I am grateful to the Governor 

Tumusiime-Mutebile for making this inclusion possible. 

 

Allow me, at the outset, to commend the Bank of Uganda for 

keeping a high profile of the Joseph Mubiru Memorial Lecture.  

The heritage created by the Bank of Uganda in honouring its 

first Governor is enviable particularly for applying the occasion 

to promote the sharing of ideas and exchange of views on 

current issues especially those that are relevant to monetary 

policy management and African development generally. 

 

I did not myself have the opportunity and privilege of meeting 

Governor Joseph Mubiru in person. I have, however, learnt of 
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his qualities and attributes.  I admire him for he was a paragon 

of high standards that Paul Volcker (1994) identifies as “the 

hallmark of central banking”. 

 

Joseph Mubiru stood firm on integrity, professionalism and 

commitment to the public good of Uganda.  He never betrayed 

the public interest, even at the cost of his own life.  He dug deep 

and carefully laid the Bank of Uganda on a solid foundation.  

His commitment to the role of the Bank of Uganda in Uganda’s 

development earned him awesome respect from his colleagues 

in the Association of African Central Banks. 

 

As Governor, Joseph Mubiru endeavoured to address several 

challenges in the context of the policies of the Government of 

Uganda.  I am intrigued by the fact that the challenges he faced 

are the same challenges that confront Governor Tumusiiime-

Mutebile today. They are the same challenges that confront me 

today as Governor of the Central Bank of Kenya.  They are the 

same concerns that monetary authorities in Tanzania and 

across Africa are grappling with. If Joseph Mubiru were here 

today, he would be surprised by the challenges that we are 

grappling with.  He would surely wonder why what was 

contemporary in his time has remained current in our day.  
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When Joseph Mubiru was appointed Governor of the Bank of 

Uganda in 1966, the Central Bank of Kenya was being 

established and one year later, it was placed under the 

leadership of Joseph Mubiru’s contemporary, Mr Duncan 

Ndegwa. As Governors of two fledgling central banks, they both 

confronted similar challenges. I find some kinship between 

Governor Mubiru’s attributes and those of Governor Ndegwa 

because I was later privileged to work for Governor Duncan 

Ndegwa first as his Economic Counsellor, before my 

appointment as Secretary to the Board and subsequently 

Director of Research of the Central Bank of Kenya. 

 

Governor Joseph Mubiru, Governor Duncan Ndegwa and 

Governor Edwin Mtei of Tanzania were charged with 

responsibility of nurturing offsprings of the East African 

Currency Board.  The three of them must have agonized the 

merits and demerits of having to manage separate central 

banks, separate currencies, and separate monetary policies.  

Governor Mutebile, Governor Balali, and I are currently 

engaged, under the auspices of the Monetary Affairs Committee 

(MAC) of the EAC, in charting a process which seeks to reverse 

the separation of the three East African central banks. 

 

While it would of course be desirable, on an occasion like this,  

to discuss the merits and demerits of  reunification of the East 
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African monetary systems,  it is not my intention to venture 

into a discussion of this important matter today.  Rather, I 

thought it is appropriate to share with you my perspectives on 

“Contemporary Development Approach in Africa”. That 

topic implies the issues of development and the place of the 

Bank of Uganda in that development must have taxed the 

energies of Governor Joseph Mubiru as much as they continue 

to engage our minds today. 

 

Permit me, therefore, to begin my lecture by a quote from  Anne 

Krueger [2004], the 1st Deputy Managing Director of IMF who 

tells us where we stand in terms of the prospect for Africa under 

the current approach  for development in Africa.  She states 

that “failed reforms tend to be judged more harshly - 

by economists, of course, but above all by those who 

suffer as a result [namely] - the poor, the jobless and 

the hungry”.  The quote implies that policy reforms, the very 

essence of the contemporary development approach, have 

either failed or are yet to show benefits for the poor, the jobless 

and the hungry in Africa. While Anne Krueger’s intention is not 

to dispense a harsh judgement on the policy reforms advocated 

by the IMF, I thought I should retrace the history of 

contemporary development approaches in Africa with a view to 

highlighting issues of concern for us in Africa and to suggest 

gaps that need filling for the contemporary agenda to bear fruit.   
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It will be recalled that, in the 1960s, African governments 

concentrated on transforming their subsistence based 

agricultural economies into modern industrial economies, with 

emphasis on import substitution. Import substitution was 

promoted through the policies designed in the wake of World 

War II to insulate the economies of developing coutries from 

the vagaries of international markets. The key objective, at that 

time, was to transform rather than reform the African 

economies. To achieve this objective, African governments 

emphasized projects rather than policy reforms because 

projects transform while reforms just change the face of 

economies. 

 

It will also be recalled that at independence, Africa seriously 

lacked capital and technology.  This situation called for 

engagement with developed countries to get development aid. 

The quest for development assistance marked the beginning of 

Africa’s and reliance on aid from the West.  The ensuing inflow 

of aid also marked the beginning of the quest by the Bretton 

Woods institutions  to influence policies and development 

strategies in African countries. 

 

With large idle capacity and the potential for lucrative 

investment in mineral and oil extraction, it was thought that 
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Africa would  generate substantial inflows of foreign direct 

investment resulting in significant gains in growth and 

development.  In short, African governments  ushered in their 

independence with optimism for a prosperous future.  Africa’s 

hopes were however jolted by the 1973 oil crisis. Following the 

oil crisis, the IMF shifted the approach to development 

emphasizing macroeconomic stabilisation policies, the removal 

of imbalances in budget and balance of payments as the sure 

way to bring about long-term fiscal and debt sustainability. 

With the crisis, the role of the IMF and the World Bank 

assumed leadership position in policy formulation in Africa.  

African Governments in dire financial needs swallowed the 

bitter policy pills prescribed for restoration of the health of 

their economies. The macroeconomic stabilization policies were 

assumed to be universally relevant, applicable and effective.  

Initiatives for development were, therefore, with the IMF and 

the World Bank, leadership was with the African governments 

and ownership was either neglected or not considered 

imperative. 

 

At the end of the 1980s many countries in Africa had nothing to 

celebrate with only a few exceptions. Uganda could smile about 

the end of a brutal dictatorship.  Kenya and Tanzania still 

cherished the long periods of peace and stability and Botswana 
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continued to enjoy good economic performance, in contrast to 

the civil turmoil in its neighbourhood.  

 

As the failures in economic performance became evident in 

many countries it become inevitably clear that macroeconomic 

stabilisation policies were not adequate to ensure growth and 

prosperity.  From mid 1980s through 1990s, the IMF and the 

World Bank once again shifted emphasis to focus on 

liberalisation of markets, giving the private sector the bigger 

role and creating an attractive environment for foreign direct 

investment. Structural Adjustments Programmes (SAPs), 

advocated then by the IMF and the World Bank were borne out 

of a belief that countries could achieve growth and development 

by removing structural rigidities as they simultaneously pursue 

macroeconomic stabilization policies. 

 

There are three basic aspects of the shifting development 

strategy that I would like to discuss namely efficacy of  

approaches to management of    domestic macroeconomic 

imbalances that manifest themselves in inflation, budget and 

balance of payments deficits, depreciating currencies and high 

interest rates; the redefinition of the balance of power between 

Government and private sector and the associated resource 

allocation incentives; and the evolving mode of international 

interactions in trade and investment.  
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You are all aware that macroeconomic stabilization policies 

have assumed the status of a cliché in our countries. Even the 

most ordinary of our people can support an argument by quick 

reference to the tight fiscal and monetary policies being 

pursued by the government.  Restraint or cuts in government 

expenditure and widening the revenue base to narrow the 

budget deficits are too familiar fiscal measures.  On the fiscal 

front, macroeconomic stabilization policies may slightly differ 

from country to country but they typically entail reducing 

expenditure on social programmes in health, education and 

infrastructure; reducing subventions to state enterprises; and 

retrenching civil servants to lower the wage bill. 

 

We all agree that economies, like households, cannot live 

beyond their means. Economies must have sustainable balance 

of payments, and budget deficits.  Lower budget deficits not 

only enable countries to avoid profligate printing of money but 

also help minimise domestic borrowing and the crowding out of 

the private sector from the loanable funds market. I am sure 

that this is the foresight that Joseph Mubiru had when he 

avoided going to the printing press to finance an extravagant 

Government.  
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I also agree that heavy Government borrowing from the 

domestic market causes high interest rates and the inability of 

the private sector to access adequate credit for investment. Yet 

it is not only domestic borrowing that is detrimental to an 

economy, heavy external borrowing has its share of problems 

for it creates imbalances that are more difficult to deal with.  

The debt crises experienced by some Latin American countries 

and the debt burden that many Highly Indebted Poor Countries 

(HIPCs) are embroiled in are clear testimonies to the 

imponderables caused by uncontrolled external borrowing. 

 

While I believe that minimising budget deficits is a good 

strategy for any country, I take issue with the tendency to 

indiscriminately cut expenditure to meet tight expenditure 

targets, which compromises governments’ ability to maintain 

infrastructure and to provide essential social services like 

healthcare and access to education.  The tendency to 

indiscriminately cut expenditure has in a number of countries 

resulted in failure to protect key public investments with dire 

consequences on employment and income generation.  In some 

African countries roads, railway networks and airports have 

crumbled, agricultural extension services have collapsed, 

illiteracy levels have risen, and healthcare services have 

deteriorated to levels of misery and hopelessness. These 

developments contribute significantly to sustained high 
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illiteracy levels and school drop out rate, high infant mortality 

rate, as well as the ravages of poverty and hunger. While there 

is therefore general agreement on the need for countries to 

manage budget deficits and restrain expenditure, the process 

must be carefully managed and not  allowed to ignore social 

responsibility and deny people their dignity. 

 

The second point to note here is that Africa cannot afford to 

make the mistake of assuming that it owes its development to 

donors and the rest of the world.  Such dependence creates a lot 

of uncertainties in budget implementation because it is never 

certain precisely when and whether donor funds would be 

received and how much.  Africa cannot continue to pursue 

development approaches which assume such uncertainties. 

African countries  require a vision and a development agenda 

that takes into account the uncertainties and shocks from the 

rest of the world.  

 

Concerning the management of monetary policy, the view is 

generally held that high inflation severely undermines the 

purchasing power of the poor, erodes earnings of pensioners, 

and reduces competitiveness of a country’s products in the 

international market. In the words of John Taylor (1996), price 

stability directly raises economic well being by increasing 

efficiency of the monetary system and reducing uncertainty 
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about the future. Price stability, therefore, yields benefits in 

higher economic growth and greater output and employment 

stability.  

 

While African countries have taken the right steps with the 

implementation of sound monetary policy, pursuing low and 

stable inflation objective forces countries to, among other 

things, indiscriminately restrict credit to the private sector to 

the detriment of economic growth.  As Stiglitz [2002] points 

out, there is no evidence to show that pursuit of low inflation 

benefits the poor.  A lesson on this can be drawn from Kenya’s 

macroeconomic policies of the mid 1990s which delivered 

world-class inflation performance but third class economic 

performance and declining per capita incomes.  

 

Very often the monetary policy put in place to sustain low and 

stable inflation raises interest rates, with resultant reduction in 

borrowing by the private sector and increasing domestic debt. 

In the classical properly functioning economies, high interest 

rates protect the exchange rates from rapid depreciation.  Since 

many of our countries are heavily indebted with huge external 

debt service obligations and highly inelastic import demand 

functions, high interest rates, instead of being a boon, they turn 

out to be misfortune.  They result in high cost of credit and 

consequent high non-performing assets in the banking system.  
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These concerns have led some scholars to argue that permitting 

more moderate levels of inflation in order to sustain lower 

interest rates and moderate fiscal deficits could stimulate 

growth. They point, for example, to countries such as South 

Korea which maintained inflation levels of up to 11% during its 

transition into a newly industrialised country. The question is 

therefore, could there be a case here for a review and 

redefinition of the current approach to targeting inflation in low 

income countries?  

 

Apart from macroeconomic stabilization policies, the 

contemporary approach to development in Africa has called for 

liberalisation of trade and investment to attract foreign 

investment.  By the end of 1990’s most countries in Africa had 

fully liberalised trade regimes with open current accounts and 

most of their exchange rates were managed floating.  While it 

can be generally agreed that in any country where markets are 

efficient, resources are best utilised by the private sector under 

a free market system, it seems to me that liberalization has been 

overstretched beyond what is essential, namely,  guarding 

against the painful impact of liberalization on the poor, 

infiltration of low quality imported products, and dumping of 

substandard goods.  I believe there is a case for African 

countries to rethink how to protect their economies from unfair 

world trade practices. 
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African countries have also been urged to undertake structural 

and sectoral policies aimed at integrating their economies into 

the global economy through openness to trade and foreign 

direct investment (FDI). It is argued that integration with the 

global economy is important for Africa because it leads to 

increased access to markets and technology and helps generate 

employment.  East Asia’s success is often cited to be a result of 

their embracing free trade policies and globalization.  

 

I believe it is crucially important to highlight serious challenges 

for Africa inherent in globalisation.  As the thrust for 

globalisation pushes Africa to open up to international trade, 

developed countries continue to stifle competition through 

subsidies and stringent environmental and phytosanitary 

standards particularly in the agricultural sector where African 

countries have some semblance of comparative advantage.  

Moreover, with the developed world so advanced in technology, 

would Africa have any chance of competing effectively with the 

developed world?  Africa must first build capacity to compete in 

production of goods and services that the developed world 

currently produces.  Without the capacity to compete, would it 

make sense for  to compete?  
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The drive for free trade must therefore define clearly the terms 

of engagement and the kinds of goods and services that Africa 

will and should be exporting. It is only then that one can talk, as 

the World Bank (2000) did, of Africa becoming an important 

“address for trade and business”.  Openness with the rest of the 

world should allow and even encourage Africa to develop 

capacity to export high value and modern technology based 

products.  

 

So far, I have indicated that the contemporary approach to 

development in Africa has brought about some positive 

contributions to the reforms rather than transformation of our 

economies.  I have also suggested that many of the 

contemporary development policies are externally initiated, 

country-led but not country owned.  There is a huge policy 

disconnect between the aspirations of the poor and what is 

stipulated in the macroeconomic framework of the 

contemporary development agenda. What the poor are seeking 

are rights-based solutions to their basic problems.  I have also 

suggested that the contemporary development policy strategies 

are shrouded with uncertainties since all of them espouse policy 

measures that do not have long-term vision.  Rather than 

looking at successful implementation of a three-year program 

as an end in itself, Africa needs to visualise where it wants to be 

in 10 to 20 years. The three-year approach makes African policy 
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makers look like drivers who are happy to drive with goggles 

that can make them see only 20 metres ahead but knowing very 

well that it is better and less risky to see more than 100 metres 

ahead. 

 

How should we then address shortcomings of the 

contemporary approach to development in Africa?  The 

Organisation of African Unity (OAU), now African Union (AU), 

Monrovia Symposium (1979) gives one straight, comprehensive 

and excellent answer. It says that Africa must think of what 

kind of development it needs and how it can achieve that kind 

of development. It states further that Africa need be “no longer 

satisfied with mimicking other countries or other economic 

systems; and continues to state that “the time has come…to 

think of evolving a genuinely authentic African development 

strategy, a strategy… that is not externally oriented, that is 

not based on copying other societies hook, line and sinker…”  

 

I am convinced that there is a genuine case for African 

countries to rethink their contemporary approach to 

development. We need to come up with a clear vision of the 

kind of economies we want to have by specific time frames. We 

need to pursue domestically initiated, led and owned reforms 

with a long-term vision. As the UN Economic Commission for 

Africa (1989) has rightly pointed out, a credible approach calls 
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for going beyond structural adjustment programmes to a 

development approach based on “adjustment with 

transformation”. I like the way the UNECA speaks of 

change. It calls for a reduction in the Africa’s reliance on 

external trade and financing, promotion of food self-sufficiency 

and greater popular participation in economic planning and 

decision-making. The Third World Network [2000] and 

Freedom from Debt Coalition adds a further dimension to the 

UNECA proposal by stressing the need for non-price structural 

and institutional reforms to increase accountability, reduce the 

debt problems of poorer countries, regulate capital markets and 

address unfair trade practices.  

 

We need to reduce our excessive reliance on foreign borrowing 

in favour of grants and domestically generated resources.  

Achieving growth in Africa requires more than aid. It requires 

the transformation of institutions, insulation of the economies 

from the risks and uncertainties of donor financing, 

independent structures for good governance and cancellation of 

the massive debt burdens that are stifling prospects for growth 

and transformation in Africa. 

 

Joseph Stiglitz [2000] provides an interesting case of wrong 

application of monetary policy under the contemporary 

approach to development.  He cites the case of the East Asian 
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countries, during the recent crises, where the IMF prescribed 

tightening of monetary policy as a solution to the crises.  He 

writes that “even as evidence of the policy’s failure mounted, 

the IMF barely blinked, delivering the same medicine to each 

ailing nation”.  Barry Eichengreen [1999] reinforces the 

imprudence of the policies used by the IMF to address the East 

Asian crises.  The lesson is clear, we must begin to 

independently formulate and implement policies that put the 

interests of our countries before anything else. While the 

contemporary approach calls for independence of central banks 

from governments, this call ignores the fact that private sector 

interest groups are also becoming more and more assertive and 

multilateral institutions are becoming more and more 

influential.  We want our central banks to be insulated from all 

these influences and interests.  We need to borrow a message 

from Robert Rubin [2003], former U.S. Treasury Secretary. He 

notes that during negotiations for China’s entry into WTO, 

among others, “China’s leaders were tough, independent 

minded, and unresponsive to pressure”. He also observes that 

in negotiations and in business “the Chinese may move, but not 

in direct response to demands or on someone else’s timetable”. 

 

The point to emphasize, as I conclude, is to state that reforms 

implemented have not and are not likely to transform Africa. 

Efforts that specifically target transformation are therefore 
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needed. One way to transform under a limited shelter against 

destructive competition for African countries is regional 

integration. The regional integration to be promoted must not 

only guard against disadvantageous relationship with the 

developed world, it must also be used principally as a vehicle 

for promoting intra-regional trade and investment. 

 

Once again, I thank you Mr. Governor for inviting me to present 

the 13th Joseph Muburi Memorial Lecture and for giving the 

opportunity to address this gathering of distinguished 

stakeholders in Uganda’s Quest for development.   

 

I thank you all also for giving me a kind listening. 
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