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Abstract  

The aim of the essay is to develop the concepts of economic governance and good economic 

governance as principles of economic management of Africa economies. It answers the 

questions; (1) Why do we need good economic governance (GEG) mechanisms as 

foundations for economic policy management and (2) What are the potential best practices for 

operationalizing them. We conceptualize economic governance as a multi-level concept for 

improving the management of economies at global, regional, national and local levels. It 

argues that global economic governance driven by globalization is a major constraint on 

African countries capacities to reform their economies towards industrialization and 

endogenous development. Hence the need for institutionalized good economic governance 

mechanisms for collective self-reliance at African Union level; for structural transformation 

for endogenous development at national level; and decentralized economic governance (DEG) 

at local and community level. It concludes by identifying a framework for operationalizing 

decentralized economic governance for sustainable rural development, and the relevant 

research agenda   
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Towards Good Economic Governance of African Economies with Special Reference to 

Uganda 

 

By Firimooni Rweere Banugire and Betrum Namanya 

 

Introduction: From Political to Economic Governance  

Writing on East Asian Economy, some Eastern and western social scientist conclude that the 

recent modernization of these societies does not connect to the convergence of modernities. 

For Jacques (2012, 129) we are obliged “to think what is meant by modernity and to 

recognize its diversity and plurality”. He agrees with Ping, (2005, 8) that “China’s own 

practice’’ is capable of generating alternative concepts, theories and more convincing 

frameworks “(Ibid, 129). The purpose of this essay is to demonstrate that whereas the West 

has given us the concepts of liberal economic governance and liberal good governance, the 

East has transformed their economies on the basis of “developmental governance”, driven by 

the state and prioritizing the idea of economic pluralism rather than the idea of market 

liberalization, thereby calling for analytical concepts of economic governance and the policy 

concept of good economic governance. The key implication for the rest is for a Paradigm shift 

from liberal economic governance to participatory economic governance in which both roles 

of state and community collective actions are regarded as drivers of social and economic 

transformation. 

However, even staunch convectional  free market  economists  like Stiglitz ( 2009) are 

beginning  to realize that un regulated ,ungoverned  capitalism has reached the limits of  its  “ 

creative  destruction”  of competition and now generates  “destructive destruction” in pursuit  

of maximum profits irrespective of its negative impact in society and the  environment .All 

these developments  translate into the need for good governance of the economy in interests 

of the society as many have realized. Before the great economic depression of 1930’s Keynes 

(1925) recognized that “laissez-faire was dead” in the sense that the industrial economies 

were no longer self –regulating were markets governed by large corporations, without due 

respect to the common good of the society and without proper coordination at micro level, 

hence his call for macro – economic stability and social justice.  According to Minsky 

(Roubin, 2012) Keynes realized that laissez fare capitalism was inherently unstable and 

needed policy coordination through appropriate regulations and aggregate demand 

management. Yet neoliberal economists of 1980’s sought to downgrade Keynesian 

Economics and restore laissez fare policy through the principles of minimalist state and 

market fundamentalism (Banugire, 2017a). 

 

Economic governance as a multilevel Concept  

Economic governance is essentially a multi –level activity /process of social actions at global, 

regional, national, local and community levels. Secondly it is a multipolar practice of 

collective action institutions of citizens in their communities of private enterprises in their 

various product and factor markets and of a variety of state agencies driven by public policies. 

This section discusses the first characteristic while the second characteristic will be addressed 

in the third section. 

The above mentioned five levels of governance of the global economy can be 

analyzed at the 3 levels as follows; (i) World/global economic governance system (WEGS; 

(ii) National economic governance system (NEGS) and (iii) Decentralized economic 

governance system(DEGS)  World Economic governance  embraces the initiatives towards 

the roles of G5 , and recently the G20  as the nucleolus of decision – making on how best to 

coordinate  the global economy in the interests of both the Most developed countries (MDCs)  
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and the less developed countries (LDCs)  as an embryonic governance framework . It also 

includes the role of regional cooperation agencies such as the European Union (EU), The 

North American Trade Agreement (NAFTA), among others. 

 

Levels of governance analysis 

 

Fig. 1. Economic governance: A multilevel concept 

Level                                                                       Type of actor/ organization  

Level Communities Market State 

Global Global NGOs MACs MLAs >RCA 

Regional Regional NGOs Large enterprises MLAs >RCs 

National  National NGOs and CSOs MEEs RAs >OAs >NGOs 

Local Local NGOs and CSOs SMEs NGOs/ CSOs 

Community CSOs /CBOs/cooperatives  MSEs NGOs/CSOs 

Global Economy  CSO networks Globalized 

market  

Globalized policy 

systems 

Levels of Governance Analysis 

L1 >WEGs = World/Global economic governance system  

L2> NEGs = National economic governance systems 

L3> DEGs = Decentralised economic governance system 

 

 

Rationale for Economic Governance Concepts 

A theoretical framework for understanding and analyzing economic governance may be based 

on the perspective of co-evolution of economies (or markets) with the eco-systems of the 

natural world and the cultural systems that drive collective learning for development. This 

approach is summarized in Fig 2, showing the critical role of the political system as 

governance of the other co-evolving sub systems of society. All sub systems are driven by the 

embedded social values that may be conceptualized as a separate sub system where the role is 

to provide the humanistic standard for social actions taken in the other spheres. The post 

Keynesian approach to modern economic analysis shown below is of several perspectives of 

social economics as a society-based economics (Banugire, 2018) which is the newly emerging 

paradigms of economics that has its roots in previous schools of thought.  
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Fig. 2. Understanding the economy in society: post – Keynesian approach  

                                                                          A 

 

                     GEM1                                                            GEM2  

C   D 

  

 

 GEM2 

 

 

 

B 

Source:  Adopted from Ekins and Max-neef (1993) and Enchner (1985)                             

Notes explaining a holistic and evolutional approach: Good economic governance 

1). AB> Social system axis: learning and governing for sustainable human development that 

is socially and culturally grounded  

2) CD > Social economy axis: Economy organized and governed for reproducing sustainable 

human development and security on green planet earth 

3) Value System > Social value system providing the humanist standard for evaluating the 

social impacts of the economy on society. 

4) GEM1> Good economic management and governance for good economic performance and 

social impacts. 

5) GEM2>Good environmental management and governance for conservation of planet Earth; 

for human security of future generations.  
 
WEGS as Liberal economic governance (LEG) 

The global economy (GE) has become more and more integrated, opening up expanding 

spaces for multinational corporations (MNCs) that originate mostly from the MDCs and 

emerging markets and spread to all corners of the globe, especially the LDCs. MNCs are 

largely driven by the search for higher profit rates, sometimes achieved through immoral 

practices. Hence, the great risks to customers and countries in various unfair/unjust, or illegal 

practices such as those that created the great financial crisis of the 1990s and 2007/2009, 

(Stiglitz, 2010). Indeed, many believe that “free market capitalism.” is facing a great moral 

crisis in the form of, for example, “corruption, American style”, in which politics corrupts and 

society, leading to social failures and policy failures (Stiglitz, 2010, ch.10). In LDCs, 

however, the damage to society, politics and economic performance leads to structural 

violence and structural genocide (Leech 2012). According to some (Kung, 1997; Duchrous 

Political 

system 

Eco-systems  
Society  

Value systems             
Market 

systems 

Education 

/Learning system 
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and Hinkeltament 2006 ;) this points to the need for “global ethics for global economy and 

politics”  

Other studies that strongly confirm above trends call for the establishment of systems 

of ethics for global economic and political governance, if humanity is to avoid impending 

destruction through, climate change, wars or structural genocide driven by the greed of a few 

at the expense of human security for all on planet earth. This is the moral issue of the 

immorality of 21
st
 century capitalism. This challenge can only be addressed by socio- 

economic systems reforms (SESR) towards progressive variants of capitalism and eventually 

post –capitalist society (Stiglitz ,2010, Duchrow and Hinkelamet ,2006; Kung ,1997) 

Given the above tendencies, the global economy urgently needs economic reform towards 

good economic governance in the form of a coherent coordination framework, that we may 

call the global good world /global economic governance system (WEGS). 

 

Good economic governance (GEG):  A conceptual Framework.  

Background: The concept of GEG emerged from the existing concepts of literal economic 

governance that arose out of the structural Adjustment programs (SAPs) of the 1980s and 

1990s.  It was increasingly realized that there was a “global governance gap” (Hettne…) that 

accordingly needed addressing with tasks that went beyond mechanisms of good political 

governance to “good governance of economics “and the environment, right from the global to 

the local tasks in both MDCs and LDCs (Hettne, Ibid: Greek ,2008) had defined “good 

governance as a market –friendly government without specifying the developmental goals for 

ecological sustainability, and sustainable human development (Archor, 1994) 

 

Concepts of Good economic governance (GEG):    

The concept of GEG seeks to address the need to govern economies to serve the interests of 

the people rather than prof-making business enterprises. The main purpose is to promote 

people centered economies which are structured and managed to achieve both good economic 

and social impacts on people’s lives and natural environment.  It is a normative concept that is 

needed to improve the social organization of production and exchange for economic 

performance, social welfare, and even ecological sustainability. 

Therefore, GEG may be defined as the process of managing the economy to 

harmonize the self-interests of private economic agents with the public interests of the whole 

society to achieve the common good of all citizens in society for the benefit of the present and 

future generations. This definition, integrates several perspectives to capture the following 

key elements / characteristics.  

E1 >Balancing the roles of the state, markets and communities  

E2 >Provision of public goods at all levels of economic public management. 

E3>Prioritizing social justice, including human rights  

E4> Efficient resource allocation at all levels of decision –making (efficiency standard) 

E5> Standards of ethics (humanist standard) 

 

Logic of GEG  

The logic of Good economic governance is based on the vision of people-centered economies 

worldwide as well the imperative of “thinking globally and acting locally”, given the current 

context of capitalist globalization.  It seeks to combine the strategy of well-functioning 

markets (the efficiency standard) with the strategy for achieving sustainable human 

development (The humanist standard). The former may be driven by market –liberalization, 

but must not go to the extreme of market fundamentalism (Mehevic 1995, Stiglitz 2010). 
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The latter requires rethinking two strategic directions : (i) rethinking the role of the 

state towards greater social responsibility  of economic policy making (Stiglitz, Ibid ) ; and 

(ii) greater scope for collective action institutions  in economic and social transformation  

while forging innovative linkages between community  action with state policies on one hand 

and the private sector on the other hand .This is the  critical challenge  of balancing the 

responsive roles of the state , the markets and the communities that African countries cannot 

afford to ignore . Indeed, it was emphasized by the south centre (1993) and the African 

alternative framework for structural adjustment programs 

Here below we summarize the logical framework for understanding and addressing 

challenges of good economic governance right from the global level of multilateral agencies 

and multinational corporations to the local and community level of collective action 

institutions and social grass root movements. It emphasizes, three critical levels of analysis 

and action at which strategies of good economic governance must be operationalized as 

drivers of socio –economic change and prosperity for all citizens of the global village. 

 

Principles of GEG in African context 

Principles for guiding social actions are critical to GEG; hence the importance of articulating 

a coherent set of principles that are relevant at all levels of governance, right from the global 

to the community level. We present five of them that have been identified by most research 

groups (Kung, 1997; Duchrow and Hinkelamert 2006, Jackson 2008) and individual scholars 

(fig 3). These broad principles embrace both structural transformation and human 

development; objectives for sustainable development. According to Many (Madley, 2004), 

this is in order to address the current bias towards market fundamentalism at the expense of 

the Social wellbeing of the majority of the citizens of the global village. 
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Fig 3 Showing Principles of GEG in African  

Principle  Purpose/results  Major source/ advocates  

Balancing role of state, markets 

and communities 

Harmonising goals 

Recognizing collectiveness 

Minimizing conflicts  

Partnership building  

Ekins (1985) 

(Max-Neaf 

Economic pluralism Countervailing negative forces of 

market liberalization  

Galtung ,1993 

Amin ,2012  

Collective self-reliance (CSR) Benefits of increased bargaining 

power, economies of scale and 

structural “protective shield” against 

exploitation and exclusion   

Preterse, 2010        

Growth commission, 2008 

ILO, 2004. 

Prosperity for All (PFA) Addressing the challenge of 

inequalities of income, wealth and 

power  

Jackson, 2008 

Green 2010 

Wilson and Pitchet 2012.  

Developing capabilities for 

micro-agencies, freedoms and 

human rights promotion and 

protection  

Promotion and protection of 

economies, social and cultural rights 

for all. 

Social justice in policy and practice 

Sen [1999]   

 Chambers ,2005 

Prioritizing the humanist 

standard over the efficiency 

standard  

Evolve economies towards people 

centered economies and political 

governance  

Ekins Max-Neaf 1993 

 Kung ,1997 

Learning for development  Learning and consensus building for 

good change  

Johnson and Wilson 2009, 

Chambers, 2005 

Harmonizing quality growth 

with sustainable human 

development 

Creating people –centered economies 

for sustainable development 

>Various international 

commissions or NGOs, 

>United Nations Agencies, 

>Independent thinktanks. 

Economic Governance Mechanisms (EGM) 

 

Mechanisms of economic governance (EGMs) may be defined as the social and institutional 

structures and management systems that guide or control the social actions or choices of 

economic agents in their social organizations of production and exchange. They are 

established and driven by either the state, or market actors, or collective action organization. 

The key elements of any such mechanism include;  

i. Organizational elements, formal and informal, including their roles and mandates   

ii. Information and communication channels /services 

iii. Learning by individuals or collectives;  

iv. Control mechanisms including incentives or sanctions. 

v. Cultural norms 

vi. Public policies and programs 
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Fig (4) Identified EGMs: A typology  

Types of EGM Purpose/Role Example  

INSTITUTIONAL 

ARRANGEMENTS 

Organize for performance 

management  

ODA agencies  

CULTURAL NORMS / 

ETHICS 

Empower actors to apply 

principles of GEGs 

Business ethics and CSR  

Global ethical standards 

ROLES AND MANDATES  Drive pro-people change 

and process 

Specialized agencies for 

GEGs  

Departments /strategies 

for GEGs 

DECISION – MAKING 

PROCESS ES OF ACTORS 

/AGENCIES  

Guide knowledge –driven 

decision making 

Strategic management 

planning  

Business ethics and CSR  

POLICIES AND 

PROGRAMS  

e.g. Donors and policies, 

national and local policies 

programs 

Guide resource 

mobilization and 

utilization  

Natural policies /plans 

CDA policies  

CSO/ NGO Programs  

Business strategies of 

MNCs 

INFORMATION SYSTEMS  >Guide social actions 

>account for results 

>Monitoring and 

evaluation systems 

>management 

information systems 

      National Economic Governance systems (NEGS): Case of Uganda 

A coherent system of national economic governance should embrace at least four 

elements (i) a national planning agency for long term structural transformation of the real 

sectors; (ii) a strategic frame work for financial system development (iii)a strategic 

framework for sustainable moral development; and (iv) an integrated national innovations 

system for both agricultural transformation and rapid industrialization. All these 

components of GEG should aim at developing the best fit/ positioning of the national into 

global market place using appropriate principles and mechanisms of economic 

governance. 

For Amin (2011(b),) NEGS should emphasize, “Popular, national, auto centric, and 

delinked development”, largely driven by the public policies and community collective 

action. To him and many others (Green, 2008 ;), it implies among others participatory 

democracy, critical role for the intelligentsia in policy –making and political governance 

collective self-reliance through effective regional cooperation agencies. Regionalism at 

global level is considered the appropriate mechanism /strategy for filling and LDCs into 

the current framework of liberal economic governance. Hence the critical role of the 

proposed Addis Ababa consensus model to replace the Washington consensus model 

(Banugire, 2017a). 

Confronted with non-liberal economic governance in China, the World Bank (2003) 

called for “clear definitions of public vs private as a basis of incentives and good 

governance structures, including private property rights”. However, they ignored the 

“importance of community “in china, just as they do in Africa (Mamdani, 2013, 14). They 

also ignored the importance of the linkages or the relationships between households and 

communities on the other hand and the public sector on the hand; hence ignoring the 

benefits of strategic plans and principles of economic pluralism   as practiced in China and 

as critically important in Africa (Banugire, 2017a)  
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To operationalize NEGS in Africa, we recommend a three – prolonged approach focusing 

on value chain governance for structural transformation to achieve sustainable, inclusive 

and green growth. Sustainable, income and green growth as well as sustainable human 

development, currently the missing links are, livelihoods governance for as a tool of 

sustainable poverty reduction and effectively participatory economic policy management.  

Figure 5. Highlight the comprehensive scope of NEGs 

 

Fig 5. National Economic governance (NEGS) 

 

 

     

      

   Communities           Markets  State 

 

 

Notes: 

>NEGS= National Economic governance system  

>NIS=National social innovations System 

>CSR=Corporate social responsibility of business enterprises 

>SPF= Strategic planning framework consistence with DEGS 

>VCSPs = Value chain strategic plans emphasizing both physical and social technological 

innovations 

Pillars of NEGS in Uganda  

Fig.5 Showing Pillars of national economic governance systems 

 

Types of pillars  Smaller    Scope and focus Larger 

1. Central planning Agency  >coordination of long term structural 

transformation strategies /plans 

2. Financial development strategy Harmonizing the roles of the banking sector 

with microfinance sector 

3. Rural development strategic plan Economic empowerment of rural 

communities and vulnerable groups for 

self-help initiatives/popular participation  

4. National innovation system 

  

R and D for industrialization  

>R and D for agricultural /rural 

transformation 

5. Community driven development Sustainable human development with 

special focus on universal access to health, 

education and employment social 

technological innovations for inclusiveness 

and social welfare 

NEGS 

NIS/CSR SPF VCSP 
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Strategic framework  

Key EGMS 

Decentralized Economic Governance System (DEGS): Case of Uganda 

Thinking globally and acting locally, requires national economies to put in place mechanisms 

of decentralized economic governance alongside those for effective service delivery. While 

efforts have been made toward the latter, the former is not yet properly recognized. Hence the 

importance of the concepts of economic governance as distinct from political governance, 

which reaches the village level, although it is still ineffective DEGS demands that there are 

policies and /or programs for decentralized economic governance, embracing; 

 Livelihoods governance for sustainable human development as an enabling 

environment for sustainable poverty reduction. 

 Value chain governance as a driver of structural transformation and inclusive, green 

growth. 

 Participatory economic policy management for effective and needs –driven service 

delivery systems 

 

Fig 6. Decentralized Economic Governance 

  

 

     

 LGA                          Communities      Markets           State  

 

 

 

 

 

 

 

Notes:  

DEGS=Decentralized economic governance 

PEPM= Participatory economic policy management  

VCM (l) = Local value chain management approach 

LGA=livelihood governance approach for sustainable livelihood 

 

 

 

DEGS  

Livelihood governance 

framework 

 

  PEPM      VCM (l) 

Economic performance 

Social outcomes/impacts for 

community equipment 
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Scope of DEGS in Uganda  

The main mechanism of DEG is the “district development planning process” which has been 

in operation for at least two decades. In design it, “is an elaborate, highly participatory, 

bottom up process, starting right from the village to the district” (MISR, 2005>3). However, 

its focus is more on budgeting, both short term and medium term rather than social 

transformation for integrated, sustainable rural development. There is very little evidence of 

strategic planning for value chain management of priority growth sectors and priority human 

development sectors or natural resource management sector.  

Secondly there are no serious efforts at social protection of vulnerable groups through 

livelihoods or environmental governance mechanisms, hence the high prevalence of policy 

failures for natural resource management policies as well as poverty eradication policies 

(Banugire, 2017b). Thirdly service delivery systems of all types are not yet decentralized 

adequately to the village level whereas the World Bank (2010) and other agencies have 

developed tools for value chain management including some governance mechanisms, very 

little progress has been recorded, hence the importance of DEGS strategic framework as a 

driver of such social technological innovations. 

 

Towards a framework for DEGS 

There is need to recognize the need for an integrated framework for governing the rural 

economy towards structural and social transformation. We must design  a strategic framework 

for coordinated governance of the agricultural sector for rapid , inclusive and sustained 

transformation that integrates  value chain governance with livelihood livelihoods governance 

.Whereas the former kick-starts and drives inclusive growth  , the latter is mechanism of 

social protection of the vulnerable / rural  agricultural groups through operationalization of  

the relevant Principles and mechanisms of GEG by the local government s , business 

associations and national and international NGOs , with the support of national policies and 

development partners. In conclusion, Uganda’s developmental governance challenge of 

governing to rural economies efficiently and effectively has largely been ignored and must be 

urgently addressed if our dream of achieving middle income status is to be achieved. How the 

priority value chains and resources of livelihoods are governed and managed is key to this 

outcome. 

 

Policy Implications  

Once the concept and practice of GEG has been recognized, the search for best governance 

building practices must begin at the three levels of analysis and action, hence the need to 

explore the link between economic governance and economic policy management.  

Fig7 below demonstrates that GEG systems should be recognized as the social-institutional 

foundation on which sound economic policy frameworks must be built to ensure effective and 

socially-responsive implementation. 
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Fig 7: Linking GEGS with economic policy – making  

Goals         Policy frameworks 

                     

Stability with                                             MEPS >Macroeconomic policy 

Sustainable livelihoods     SWP      >Social welfare policy     

 

Economic transformation  STP                >structural transformation policy 

GEG for pro-people economic order   GEG                       >Good economic governance 

system 

      

Social transformation    SESR                             > social –economic systems 

reforms 

GEG and Policy Framework  

Good economic governance strategies are needed for policy designs and implementation that 

are pro-people. They also effectively integrate top-down with bottom –up approaches, while 

prioritizing the latter as   means of ensuring social accountability and popular participation of 

the marginalized and vulnerable groups, there by accelerating poverty reduction. At National 

level NEGS prioritize collective self-reliance there by promoting regional cooperation for 

maximizing continental benefits of Arica’s rich natural resources, its critical role 

domestically, is to address the challenge of minimizing corruption and ensuring performance 

oriented economic policy management. While building systems for improved governance, it 

drives both social economic policy systems reform and economic policy management 

 

GEG and Business Practices  

Partnership building implications: The above principles for GEG together imply a crit ical role 

for popular participation as well as community self –reliance, their request partnership 

building among the state agencies, the private sector and the communities. Private –public 

partnerships have been recognized and adopted. However, community-private partnerships, 

and community –public partnerships are still largely ignored which is a major cause of policy 

failures in Uganda and elsewhere. This is why some observers have recommended a 

community- University- public partnership as a knowledge management partnership for 

improving the performance of service- delivery systems, through collective learning for 

sustainable development (Banugire, 2017.b). This would be on one of the economic 

governance mechanisms for rural and agricultural transformation process 
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Summary and conclusion 
We have briefly explored the GEG as the separate from good political governance, focusing 

on the roles of economic actors in driving socio-economic change for worse or better. The 

main aim is to recognize and adopt core principles and governance mechanism for good 

economic performance of the economy and its social impacts on people. The concept is 

needed to promote good and sustainable economic transformation that prioritizes endogenous 

development driven by social technological innovations and the collective learning of 

domestic/national and continental stakeholders. Its significance is not only at theory building 

level but more, importantly at operational levels of the state, private sector and civil society 

agencies. For theory, we have seen that GEG is a necessary foundation for sound policy 

analysis and design that takes into account the socio-economic interests of all stakeholders. It 

assumes the economy must serve society not vice versa as neo-liberalism seems to assume 

and prefer. The concepts of economic governance and GEG will expand the economic policy 

space, in the interests of prosperity for all citizens of Africa, not just the elites and their 

collaborators in the global jungle of the capitalist globalization. 
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