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representatives of borrowing countries—made similar points.17 Others, however, have 
acknowledged that conditionality can complement the authorities’ own commitment by 
providing international support and financing assurances. For example, Nancy Birdsall 
(2000) argues that conditionality is “no substitute for ownership, but if ownership is there—
by governments that are accountable to their citizens—then agreements, understandings, and 
yes, ‘conditions’ can complement that ownership, signaling a government's credible 
commitment to sustaining their reform efforts.” And in a study for the World Bank, William 
Branson and Nagy Hanna (2000, p. 3) offer this explanation of the potential 
complementarity: 

Effective conditionality is an instrument of mutual accountability. Rather than 
imposing a position on the borrower, the Bank and its partners commit 
themselves to lend under certain jointly determined conditions. This view of 
conditionality is consistent with the concept of ownership by and partnership 
with borrowers. External assistance agencies commit themselves through 
conditionality, while the borrowing government commits itself through 
ownership of programs it has designed in consultation with internal and 
external partners. In this sense, conditionality can be seen as a policy compact 
or mutual accountability to poverty reduction and policy reform. 

27. Without question, conditions are most conducive to ownership when the country has 
no need for external official financial assistance and is conducting economic policies in a 
sustainable manner. If conditionality is well designed and is part of a process aimed at 
achieving or restoring such conditions, then just as clearly it will support and complement 
ownership. What is essential is that the conditions be consistent with the authorities’ own 
understanding of the policies and conditions that will benefit the country and that those 
conditions be agreed upon through a process in which the authorities are a full partner. 
Otherwise, as Martin Khor (2001) has emphasized, “Since participation is so limited, and 
since in many cases the recipient does not really agree with many of the conditions, it is 
difficult or impossible to have genuine national ownership.” 

28. The IMF has always responded to financing requests from its members on a case-by-
case basis and has attempted to find a path in each country that will lead toward agreement. A 
common feature of many successful cases is that the authorities initially will resist 
undertaking difficult reforms, but by the time a program is approved they will fully embrace 

                                                 
17 See “Conditionality in Fund-supported Programs – External Consultations,” SM/01/219, 
Supplement 2 (July 17, 2001), revised and posted on the IMF website 
(http://www.imf.org/external/np/pdr/cond/2001/eng/collab/econ.htm). 
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PRSP process has necessitated longer missions in some cases and has required a more 
intensive use of staff resources, but it has already shown signs of leading to increased local 
participation and commitment. Some of these aspects may also be useful guides for 
promoting national ownership in non-PRGF cases. However, in many such cases, especially 
those triggered by financial crises and a loss in investor confidence, time pressures may be 
greater or the program may be focused on overcoming temporary disequilibria. A period of 
experimentation would be required to find the right balance between rapid response and 
foundation building. 

36.      One way to increase response flexibility would be to apply more systematically the 
general presumption that the authorities should have the initial responsibility for proposing a 
reform program. This expectation would help to ensure that the authorities had an 
understanding and acceptance of the need for reform and that their proposals would constitute 
the starting point for negotiations.25 By the time the staff is ready to brief management on its 
plans for a program mission, the staff should have been able to ascertain—through its regular 
surveillance consultations and through preliminary communications on the country’s request 
for assistance—at least a broad outline of the policy changes that the authorities are 
proposing to undertake to deal with the country’s balance of payments problem. The briefing 
would include those proposals and the staff’s initial reactions and would propose a flexible 
strategy for negotiating a program acceptable to the Fund. In cases where the country is 
unable or unwilling to develop a viable reform program on its own initiative, or where it 
would be politically awkward for the authorities to present a program that might be subject to 
change through negotiation, the staff should be expected to present the authorities with a 
genuine menu of options.26 In doing so, it is critical that the policy options are compatible 
                                                 
(ii) mission chiefs taking steps to improve member country preparedness by streamlining 
country questionnaires, providing adequate time for preparations in member countries, and 
facilitating members’ grasp of policy issues; and (iii) area departments examining 
opportunities for reducing mission frequency for countries that have readiness problems and 
receive four or more area department missions annually. 

25 As Drazen (2000) has argued, “When several proposals are up for consideration, the order 
in which they are considered can determine which gets adopted” (p. 71). Also see Birdsall’s 
(2000) criticism of the “analytic near-monopoly of the [IFIs] on … economic and social 
reform.” 

26 Although Fund staff try to present options, officials in borrowing countries often feel that 
the choices are much too narrowly circumscribed. In a recent submission (October 15, 2001) 
in response to the staff's call for external comments on the conditionality review, José 
Antonio Ocampo (Executive Secretary of the Economic Commission for Latin America and 
the Caribbean) noted that IMF conditions "severely constrain the choices countries face." He 
concluded that "it is essential to increase the effort by the IMF to effectively provide 
alternative policy packages to governments." Similarly, in a keynote address to a seminar on 

(continued…) 
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conditionality. Performance criteria and structural benchmarks were clear and precise and the 
Fund was willing to stop the program when it went off track (e.g., in 1995). Finally, a large 
and effective technical assistance program contributed to enhancing the authorities’ 
understanding of economic issues and was especially valuable at the early stages of the 
reform process. However, it was felt that short-term missions were less beneficial than the 
placement of long-term advisors.  

64. Despite the generally good program implementation, there were several weaknesses, 
in addition to those noted above. First, the government’s decision-making process was at 
times non-transparent, owing to the country’s relatively short democratic tradition and ethnic 
and regional heterogeneity. Internal disagreements in the cabinet and the parliament 
continued to play a destabilizing role: reform measures were revoked and unwarranted and 
unenforceable laws were passed which had substantial fiscal impact. When politically 
expedient, the president departed from his overall commitment to reforms by issuing decrees 
that undermined program objectives. Some local officials stuck to Soviet-era traditions and 
refused to implement key fiscal or agricultural reforms. Second, special interest groups 
exerted influence on key policy makers. Sometimes, this resulted in the government offering 
sovereign guarantees for foreign nonconcessional project financing, which, when called, 
contributed further to the accumulation of external debt. Third, the implementation of some 
laws was inconsistent. Finally, some reforms may have been too ambitious in relation with 
the country’s administrative capacity.  

65. Lack of political commitment was also at the root of the interruption, in July 2001, of 
the program supported by the 1998 ESAF loan. Implementation of financial policies in 
February-July 2001 had been successful and all prior actions had been implemented in the 
run-up to the July 2001 Board meeting. However, despite the central bank’s partial 
independence and its commitment to the Fund-supported program, fiscal policy proved again 
to be the program’s Achilles heel. Tax cuts had been enacted which were not accompanied by 
offsetting fiscal measures and which were inconsistent with the objectives of the ESAF-
supported program. 

66. The fiscal slippages are partly explained by the fact that 2000 was a year of 
parliamentary and presidential elections. External shocks, and in particular the 1998 Russian 
financial crisis, also contributed to program deviations. This incident also underscores a more 
general problem: the authorities regularly made strong commitments to the program but in 
more than ten instances after 1995 they did not meet those commitments. The deviations 
were not always very large or fundamental, and they were often waived—though not without 
dissent. The cumulative effect of such incidents weakened the authorities’ credibility. 

Uganda 
 
67. Uganda’s experience offers a valuable contrast to that of Zimbabwe. Uganda turned to 
the Fund in 1987 following a failed experiment with state-directed and inward-looking 
development and after a thorough national debate. The government of President Museveni, 
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