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ABSTRACT: Transaction cost economics (TCE) theory predicts that features of institutional arrangements determine the intensity of their gover-
nance instruments. Consequently, institutional features link to transaction costs, but the linkages have received little attention in the public health
literature. This study sought to address this gap. It examined the governance features of institutional arrangements and their transaction cost
implications for providing HIV prevention and social support services in Uganda. The analysis was based on 4 proposed TCE governance instru-
ments: administrative controls, adaptation, incentives and contract laws. These governance instruments were assessed in 3 modes of delivery(
institutional arrangments) for HIV and AIDS Services in Uganda: Contracting-Out — the case of DREAMS (Determined, Resilient, Empowered,
AlIDS-free, Mentored and Safe); a Public-Non-Governmental Organisation (NGO) partnership — the case of the CHAI (Community-led HIV/AIDS
Initiative); and direct Public Sector Delivery. These assessed delivery modes follow Williamson’s TCE framework of 3 institutional arrangements
to deliver goods and services, notably market, hybrid (partnership) and internal (hierarchy) delivery, with related governance features. Within this
framework, the discriminating alignment hypothesis guided the analysis. According to the hypothesis, the delivery modes of goods and services
result in smaller transaction costs when their governance features are as predicted by TCE. The hypothesis was assessed by analysing, with
qualitative methods, the differences in HIV and AIDS services characteristics across the 3 arrangements and their differences with theory pre-
diction, and hence the difference in transaction cost implications. The study found that the delivery arrangements that minimised cost are those
whose HIV and AIDS services were aligned with the TCE theory prediction. The aligned ‘public-NGO partnership’ arrangement (CHAI) had fewer
sources of transactional costs than the misaligned arrangements — ‘contracting-out’ (DREAMS) and ‘public sector’. The analysis revealed that
the DREAMS and public sector delivery models suffered some flaws in efficiencies. DREAMS had high administrative controls, high-powered
tangible incentive intensity and intensive monitoring mechanisms for performance adaptation due to the lack of ‘trust’ on the part of the financ-
ing agency, contrary to the TCE prediction. In contrast with the TCE prediction, low administrative controls in the public sector arose from the
failure to invest in performance monitoring systems. The high-powered incentive intensity and low administrative controls observed in the CHAI
arrangement primarily stemmed from the reliance on informal institutions (trust, social expectations and reputation) rather than principal-agent
arms-length sanctions. These results suggest that the level of transaction costs is associated with features of institutional arrangements. The
valuable insights from TCE could contribute to policymaking during the design of institutional arrangements to efficiently deliver HIV and AIDS
services.
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Background

The transaction cost economics (TCE) theory states that spe-
cific governance features must follow delivery modes of goods
and services to yield lower transaction costs. The theory has
not however been sufficiently subjected to empirical investiga-
tion, especially in HIV and AIDS-related studies. Yet, as
international funding to fight this epidemic declines, there is a
need to identify service delivery arrangements with the lowest
costs.1? There is compelling evidence that the features of
institutional arrangements, that is, the way services are organ-
ised, have economic consequences in terms of transacting costs
arising from addressing information asymmetry (bounded
rationality) and opportunistic behaviour or ‘self-seeking
behaviour with guile’.3* Further evidence demonstrates that

exchange relationships during service delivery have political
costs in terms of loss of power and control arising from regu-
lating actors’ powers and choices and restricting some actions
while facilitating others — all of which work to affect the costs
of transacting.’ These arguments are based on the notion that
an institutional arrangement’s cost to deliver services depends
on its governance processes.®

Institutional arrangements are the systems and instruments
shaping actors’ actions in delivering goods and services.® The
literature demonstrates that the features of institutional
arrangements determine the nature and intensity of their gov-
ernance instruments and the magnitude of the transaction
costs.” Although there is some evidence in this regard3+8%10,
the features of delivery modes and their costs implications as
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per TCE theory prediction have not been sufficiently analysed
in public health research, especially with regard to HIV and
AIDS services.

The TCE offers an interdisciplinary framework that defines
the choice of alternative institutional arrangements based on
their cost implications.* Despite its importance and extensive
use to determine efficient service delivery arrangements in sev-
eral disciplines,!’"!3 it has received little attention in public
health economic analyses. Instead, analyses have largely focused
on production costs, such as personnel, supplies and logistics.
These analyses do not provide a comprehensive picture of the
costs that arise from the complex interactions of various insti-
tutions and actors, particularly in HIV and AIDS program-
ming. For instance, de la Sierra and Mutakumura!# found that
monitoring and performance enforcement costs were the key
determinants of the overall programme cost. There is limited
knowledge on how the different HIV and AIDS service deliv-
ery arrangements in Uganda manifest costs in terms of TCE.
This study contributed to filling this gap by examining the
influence of features of institutional arrangements on the
transaction costs of delivery of HIV and AIDS services based
on the TCE constructs.

Transaction costs are the costs of governing an exchange
or system.® The TCE theory follows an efficiency path that
focuses on the net benefits of using a given institutional
arrangement over others. It emerged from Coase’s’® publi-
cation, The Nature of the Firm. Coase argued that organis-
ing activities or transactions involves certain costs
— transaction costs. About half a century later, Williamson?®
published a range of works to develop Coase’s hypothesis
further. Williamson sought to identify economic efficien-
cies in managing transactions in service delivery. His work
marked the beginning of what is known today as New
Institutional Economics,!” from which the TCE frame-
work is derived.’® Williamson differentiates transaction
costs from production costs in this framework. He describes
how the former are affected by an organisation’s service
delivery or structure. The TCE theory selectively combines
various theories, that is, law, organisation, political science,
social science, and economic theories, explaining how insti-
tutions’ nature affects costs.’® Williamson posits that the
most favourable institutional arrangement is the one with
the lowest transaction costs (governance costs), measured
using 3 TCE dimensions: asset specificity — the degree to
which service requires a specialised investment; service
measurability — the degree of ease with which the principal(s)
of service can specify, monitor and predict the actions of
implementers; and opportunism — self-seeking behaviour
with guile!®1%20, Difficulty in service measurability and
widespread opportunism increases uncertainty and compels
the principal to utilise safeguards to minimise potential
risks.? Several actions of safeguards are key sources of trans-
action costs.»13.19

According to TCE, services can be delivered through mar-
kets (contracting out), hybrids (partnerships) or hierarchies
(in-house delivery).?:?2 The optimum arrangement out of the
3 results in the lowest transaction costs.” Williamson's'® TCE
theory posits that when a given transaction is characterised by
a high degree of certainty and low asset specificity, the con-
tracting-out governance form is appropriate and efficient due
to its flexibility to shift to another implementer at a low cost.
When asset specificity, service measurability difficulty, and
opportunism increase, the most effective governance model
would be a hybrid one, that is, partnerships/collaborations
between the government and private organisations or NGOs/
community-based organisations (CBOs). When transactions
are characterised by high asset specificity, high uncertainty
(measurability difficulty and a high degree of opportunism),
and high recurrence (transaction frequency), a direct public
provision (internalisation) governance arrangement is the
most efficient. Institutional economists consider asset speci-
ficity as the major transaction attribute that significantly
influences transaction costs and the choice between alternative
institutional arrangements.'®?3 For instance, when a service
provider invests heavily (idiosyncratic asset specificity) in
assets such as human capital and/or equipment, they are
‘locked’ into providing that service because the assets are
meant for it (Vilasuso and Minkler, 2001).2* As assets become
more specific, shifting them to another use is costly.?
Conversely, non-specific assets (such as vehicles or community
mobilisation skills) can be moved to other uses with minimal
or no cost implications.

In HIV and AIDS services, the TCE based arrangements
can also be reflected in 3 common arrangements: in-house
delivery, outsourcing (markets) and partnerships (a hybrid of
in-house and outsourcing). In Uganda, it is worth noting that
the government bears the ultimate responsibility for delivering
such services. Thus, in the context of TCE theory, it plays the
role of an in-house deliverer of services. The government also
can use the other 2 types of delivery: outsourcing and
partnerships.

Given the non-explicit, non-monetary character of transac-
tion costs, the costs of institutional arrangements are not meas-
ured by the price factor criterion.?® By its very nature, the TCE
theory describes the behavioural economics of actors’ actions
that enable the prediction of efficiency outcomes. Institutional
economists (Bachev and Terziev, 2018)% posit that an analysis
of production costs, such as personnel, supplies and logistics
costs, does not capture the costs and inconveniences that arise
from the complex exchanges among actors (transaction/gov-
ernance costs) and the related opportunistic behaviours.
Analysing production costs and transaction costs, and charac-
teristics yields the overall total cost of the service.!3

The TCE theoretical proposition guided this study on the
characteristics of HIV and AIDS services institutional features
in Uganda and their impact on transaction costs. This could
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inform policymakers in designing more efficient arrangements.
More specifically, the study examined the features of dominant
institutional arrangements for providing HIV and AIDS ser-
vices in Uganda and their relative degree of efficiency based on
TCE constructs. The analysis was guided by the 4 features that
distinguish institutional arrangements proposed by TCE:
administrative controls, adaptation, incentives and contract
laws. Empirical evidence was collected from 3 case studies
depicting the 3 proposed TCE service delivery models. These
case studies were public delivery — representing multi-sectoral
public sector delivery; the contracting-out case of DREAMS
(Determined, Resilient, Empowered, AIDS-free, Mentored
and Safe); and a partnership — the CHAI (Community-led
HIV/AIDS Initiative). These service delivery arrangements
depict the TCE framework of make, buy or partner. Based on
TCE’s ‘natural order’ of institutional arrangements, the cost
implications were analysed.

This article is organised as follows: Section 2 presents an
overview of institutional arrangements for providing HIV and
AIDS services in Uganda. Section 3 presents the TCE theo-
retical framework to analyse institutional arrangements, and
section 4 discusses the methodology employed. The fifth sec-
tion presents the study’s findings, while section 6 discusses the
findings. The article ends with a conclusion in section 7.

Institutional Framework for HIV and AIDS Services
Delivery in Uganda

Since the HIV and AIDS epidemic outbreak in the early
1980s, Uganda has utilised a range of institutional arrange-
ments to control the spread of HIV and mitigate its impacts.
Both government and non-government entities have been
delivering HIV and AIDS services. These modes of delivery
were embedded in both written and unwritten policies/institu-
tions that provided multi-sectoral and multi-stakeholder
responses. The written policies constituted the traditional gov-
ernment (public sector)-led health policy model, extensively
cited in several government documents. Unwritten policies
were derived from the innovative responses to the epidemic by
non-state actors, including local and international NGOs, the
private sector, faith-based organisations (FBOs), international
development agencies (donors), CBOs, households, etc.

Direct public sector HIV and AIDS service delivery

institutional arrangement

One of the Government of Uganda’s initial responses to HIV
and AIDS was the establishment of the National Committee
for Prevention of AIDS (NCPA) in 1986 within the office of
the President.2-2° In October 1986, the NCPA was trans-
formed into the National AIDS Control Programme (ACP),
situated within the Ministry of Health.?%3 The ACP’s respon-
sibilities largely entail epidemiological surveillance, health pro-
motion, developing strategies for care and treatment, scaling up

HIV testing, screening, and syndromic management of HIV/
sexually transmitted infections (ST1s). The Ministry of Health
led the public sector HIV and AIDS response in the epidemic’s
early years.

The failure of initial efforts to reduce the spread of the
epidemic led stakeholders to observe that the ACP was not
sufficient to address its multi-sectoral drivers and impact.?831
A supra government body — the Uganda AIDS Commission
(UAC), was established by an Act of Parliament (Cap 208) in
1992 to spearhead the multi-sectoral response’?33. The
Commission was placed under the Office of the President’s
political supervision to coordinate, monitor and mobilise all
stakeholders in the national response. Since its establishment,
it has strongly advocated for a multi-sectoral approach and
led the development and implementation of 6 national frame-
works for HIV and AIDS services. This HIV and AIDS pro-
gramming approach means engaging different sectors beyond
the health sector. The 2011 HIV and AIDS Policy currently
directs and guides all public sector entities — ministries,
departments and agencies — in developing and implementing
sector-specific HIV, and AIDS plans coordinated by the
UAC.

HIV and AIDS service delivery through non-

gomrnmem‘al actors

The largest portion of HIV and AIDS services in Uganda is
implemented by non-governmental actors ranging from CBOs
to self-help community groups, professional associations,
FBOs, the private sector and large local and international
NGOs?*%. Dominant activities include health promotion, dis-
seminating information, care, treatment and social support ser-
vices to people affected by HIV and AIDS, and advocacy for
quality services.3

Non-governmental organisations have been close allies of
government entities and major international AIDS develop-
ment partners since the epidemic emerged. Their involvement
in Uganda’s HIV and AIDS response includes partnerships/
collaborations, alliances and competitive contracting out of
their services. In most partnerships/collaborations, the govern-
ment signs a memorandum of understanding (MOU) or an
agreement with the implementing NGO and funders (where
applicable), spelling out the responsibilities governing their
relationship. Contracting out services entails competitive bid-
ding, selection and appointing viable NGOs to deliver
services.36:37

Competitive contracting is the governance model that is
preferred by external funding agencies (donors) as a tool to
increase coverage of quality services and to improve NGOs
and (the private sector’s) efficiency.3¢383% Non-governmental
organisations’ extensive activities across Africa are linked to
the structural adjustment programmes of the 1980s that pro-
moted a shift in service provision from states, which were
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Table 1. The TCE’s prediction of distinctive features of institutional arrangements.

INSTRUMENTS

CONTRACTING OUT (MARKET-LIKE”)

INSTITUTIONAL ARRANGEMENTS

1. Administrative controls 0

2. Adaptation:

Autonomous adaptation 4+
Cooperative adaptation 0

3. Incentive intensity:

Tangible incentives (monetary) 4+

4. Contract law regime:

Settlement of disputes (legal) ++

Contract enforcement 4+

PUBLIC-NGO PARTNERSHIP (HYBRIDS)  HIERARCHY
+ ++

n 0

++ ++

n 0

0 0

+ 0

Source. Adapted from Chaddad*3(p.450) quoting Williamson, 1999: 314)*4; where, ++ = very strong; + = semi-strong; 0 = weak/low.

perceived to be inefficient, bureaucratic, and corrupt, to the
private sector.#04!

Analysing the Features of Institutional
Arrangements: The TCE Framework

Williamson!® proposes 4 categories of instruments (safeguards)
that characterise the features of institutional arrangements:
administrative controls, adaptation, incentive intensity and
contract law regimes. Safeguards are the security or governing
measures instituted to enforce performance.*? They can take
the form of fines, supervision, extensive reporting, or a decrease/
increase in incentives or private ordering.” The TCE’s classifi-
cation of the governance instruments is founded on the notion

that the existence of ‘opportunism’ and ‘bounded rationality’

causes several transactional challenges that necessitate the
introduction of protective safeguards to ensure compliance and
enforce performance.’®> Williamson further categorises these
instruments on a range of weak-strong, which he describes as
the ‘natural order’ of institutional arrangements (see Table 1).
The ‘natural order’ of institutional arrangements is described
in relation to the intensity of the safeguards required to achieve

the expected goals. The TCE predicts that the ‘natural order’

principally starts with market-based governance arrangements
with low governance controls and ends with an internal service
delivery model with strong controls.”

Administrative controls

Administrative controls are governance instruments and work
practices to monitor and supervise the set goals.* They entail
establishing systems and mechanisms that deter or prevent
any potential hazards that would affect operations and hinder
the attainment of desired goals such as standard operating
procedures, social coordination, skilled staff responsible for

monitoring compliance, auditing performance, organisational
structures, planning and control systems, and systems/tech-
nology for controlling staff.*> These tasks directly increase
administrative costs. As illustrated in Table 1 below, the TCE
theory characterises the market (in this case, contracting out)
institutional arrangement as having low administrative con-
trols. In contrast, partnerships and public delivery arrange-
ments have moderate and strong administrative controls.

Adaptation

Institutional arrangements employ different approaches to
enforce performance. The TCE posits 2 autonomous and
cooperative adaptations.” According to Williamson,'® coopera-
tive adaptation employs ‘conscious, deliberate, purposeful’
approaches to enforcement, entailing a series of negotiations.
In contrast, autonomous adaptation entails a spontaneous
response to changes in the environment.

The literature shows that the more an institutional arrange-
ment relies on cooperative adaptation, the higher the costs of
information gathering and negotiations.* Conversely, the
higher the level of autonomous adaptation, the more likely the
arrangement can minimise transaction costs. The TCE theory
predicts high cooperative and low autonomous adaptation for
public delivery arrangements, low cooperative and high auton-
omous adaptation for contracting-out, and high cooperative
and moderate autonomous adaptation for partnership
arrangements.

Incentives

Incentive intensity refers to how a party consistently assigns
the net gains of the expected efforts from a transaction.*
Monetary (tangible) or non-monetary (intangible) incentives
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can be offered to enhance performance adaptation. High-
powered incentives are strongly associated with performance
promotion.**8 However, if tangible rather than intangible
incentives drive actors, this may give rise to transaction costs of
performance enforcement. The TCE characterises the con-
tracting out the arrangement as having high tangible incentive
intensity, while public sector delivery has low incentive inten-
sity and partnership arrangements moderate incentive
intensity.

Contract law regimes

The TCE theory defines contract law as the settlement of dis-
putes among the actors involved in a transaction.® It classifies
contract law regimes into classical, neoclassical, and forbear-
ance contract law. In classical contract law, disputes are settled
by the courts (legal rules), while market arrangements are set-
tled by means of classical contract law.

In neoclassical contract law, disputes are resolved through
negotiations, and the parties enter into flexible/relational
agreements, which may be adjusted in the future should the
need arise.® The TCE states that this approach is used to settle
disputes between partnership and public delivery arrange-
ments. In forbearance contract law, disputes are settled inter-
nally. According to the TCE, this is also suitable for public
delivery, given its hierarchical authority. The form of govern-
ance safeguards introduced will significantly influence the
transaction costs of an institutional arrangement(Maekelburger
et al.,2012).4

While TCE prediction can be useful in setting up or select-
ing a governance arrangement to minimise costs, it is not clear
whether the theoretical prediction of the theory is useful in
guiding countries’ delivery of HIV and AIDS services. The cur-
rent study fills this knowledge gap by applying the TCE theo-
retical proposition to characterise features of HIV and AIDS
services institutional arrangements and their implied transac-
tion costs. As noted earlier, there is insufficient research on the
application of TCE theory to deliver HIV and AIDS services.

Methods
Design

A comparative analysis of 3 dominant institutional arrange-
ments for HIV and AIDS services delivery was done. These
arrangements were public sector delivery, contracting out to
NGOs, and a public-NGO partnership. A case study design
was adopted to examine the features of the arrangements based
on the 4 proposed TCE factors that characterise the 3 delivery
models: administrative controls, incentive intensity, adaptation
and contract laws.

The Higher Degrees Ethics Committee of the University of
KwaZulu-Natal approved the study. Further approval of the
study was received from The Institutional Review Board (IRB)

of the AIDS Support Organisation (TASO); and the Uganda
National Council of Science and Technology (UNCST).

Study setting

The study was conducted in 3 districts of Uganda: Rakai, Lira
and Mukono. These were purposively selected based on the cri-
terion that they were home to all the case studies under inves-
tigation. In addition, adult HIV prevalence in these districts
was higher than the national rate of 6.2% at the study, with
Rakai at 13.7% and 7% for Mukono and Lira, respectively.”

Sample and sampling procedure

The study explored the delivery of HIV prevention services
related to behavioural change communication, social support
and protection and did not cover the delivery of HIV treatment
services. It focused on the CHAI programme for partnerships,
DREAMS for contracting out, and the public sector multi-
sectoral HIV and AIDS response for internal delivery institu-
tional arrangements. The CHAI was a community-driven
initiative implemented in 30 districts as part of the larger
Uganda AIDS Control Programme funded by the World Bank
to prevent HIV infections and mitigate the epidemic’s impacts.
It aimed to reduce HIV prevalence and mitigate its effects by
enhancing community competence to identify, plan, undertake
and manage prevention interventions (UAC, 2007).°* A docu-
ment review showed that governance of the CHAI project
took the form of a partnership arrangement between the
Government of Uganda and NGOs in which districts (as part
of government) entered into a memorandum of understanding
(MOU) with the CHAI to deliver services. The partnership
entailed a community contribution of 5% of the project budget.
DREAMS is one of Uganda’s largest comprehensive HIV pre-
vention programmes. Funded by the US President’s Emergency
Plan for AIDS Relief (PEPFAR), it operates in 13 districts in
Uganda, with plans to expand to more districts. DREAMS
aims to reduce rates of HIV transmission among highly vul-
nerable adolescents, girls, and young women, by addressing
vulnerabilities that drive infection among these populations
(PEPFAR, 2015)°2. The programme focuses on health initia-
tives for economic empowerment, education and reducing
structural inequalities. Governance of the DREAMS project
entailed contracting management agents and NGOs through
competitive bids to manage and deliver services, respectively.
With assistance from the District HIV and AIDS Focal
Person and DREAMS Project Coordinator, convenience sam-
pling was used to identify functional NGOs implementing
CHAI and DREAMS projects in each district. For the public
sector, the study drew different categories of respondents from
the national and sub-national (district) levels of implementa-
tion. The inclusion criteria required that respondents had rel-
evant contextual information on the phenomenon under
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Table 2. Characteristics of the respondents interviewed.

ORGANISATION TYPE OF ACTORS NO. YEARS OF GENDER:
EXPERIENCE IN M(F)

THE HIV SECTOR

INTERVIEWED

National Ministry of Health Technical Officers 3 (15-19) 2(1)
level
Uganda AIDS Commission Directors, Heads of Departments 3 (12-23) 3(0)
Donors/funders HIV Programme specialists 3 (17-23) 2(1)
Sub-national  Rakai District Heads of Departments, HIV Focal 2 (15-23) 1(1)
level Point Persons
District Political leaders 2 (5) 2(0)
Mukono District Head of Department 1 (16) 1(0)
District Political leaders 2 (5-7) 1(1)
Lira District Heads of Departments, HIV Focal 2 (15) 2(0)
Point Persons
District Political leaders 3 (5-22) 2(1)
DREAMS Management Programme Technical Officers 6 (6-17) 5(1)
Agencies
DREAMS Implementing Heads of organisations 7 (12-21) 4 (3)
Partners (NGOs)
CHAI Implementing CBOs/ Heads of organisations 9 (29-35) 4 (5)
NGOs
Total 43 29 (14)

investigation and were directly involved in HIV and AIDS
policy and programming at national and district levels.

The sample size and categories of respondents are summa-
rised in Table 2. Since the study used in-depth interviews, key
informants were sought to provide the required information
through probing until a point of saturation was reached.

Data collection

Data were collected from October to December 2020 after the
government relaxed the national lock-down rules imposed in
response to the COVID-19 pandemic. Primary data was col-
lected using key informant interviews and focus group discus-
sions (FGDs). An interview guide with questions designed for
the different categories of participants at national and district
levels was used to obtain information on the functioning and
set-up of the different institutional arrangements. The guide
also asked questions relating to transactions between actors
during service delivery. For the interviews and FGDs, the
researcher made physical contact with respondents. For far dis-
tant respondents, telephonic contact was used to explain the
study’s objectives and obtain consent. Follow-up probes were
conducted with each participant to understand the phenome-
non better. The planned questions in the interview guide and
unplanned questions were posed to all 43 participants. All
interviews were recorded and transcribed.

Nine FGDs were conducted with key, knowledgeable HIV
and AIDS actors at the district level that was not directly
involved in service delivery. The aim was to obtain their opin-
ions/perspectives on how well the 3 HIV and AIDS service
delivery mechanisms performed concerning societal respon-
siveness. The discussions also focused on the strengths, weak-
nesses, opportunities and threats of the different arrangements
and the implications of transaction costs. Participants in the
FGDs included executive members of the district forum of
people living with HIV and members of the district DREAMS
steering committee and District AIDS Committees. Before
conducting the FGDs, the researchers contacted the District
HIV Focal persons to mobilise the participants. The researcher
moderated the discussion while the research assistant took
notes. The discussions were audio-recorded to increase the reli-
ability of the information (Table 3).

Secondary data was collected through a documentary review
to augment the data from the key informant interviews and
FGDs. The review focused on the set-up of institutional struc-
tures and successes and challenges. Documents reviewed
included current and previous National HIV and AIDS
Strategic Plans; HIV and AIDS policy, Multi-Sectoral HIV
and AIDS Mainstreaming guidelines, PEPFAR Country
Operation Plans, the DREAMS and the CHAIs strategies,
and other related HIV and AIDS guidelines. District HIV and
AIDS strategic plans, CHAI Proposals by CBOs, and
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Table 3. Summary and characteristics of study participants for FGDs.

DISTRICT GROUP CATEGORY
Lira Members of the District AIDS Committee

Members of the District DREAMS Steering Committee

Executive members of the district forum of people living with HIV 8
Mukono Members of the District AIDS Committee

Members of the District DREAMS Steering Committee

Executive members of the district forum of people living with HIV 10
Rakai Members of the District AIDS Committee

Members of the District DREAMS Steering Committee

Executive members of the district forum of people living with HIV 9

DREAMS operational guidelines and implementation plans

were also reviewed.

Data analysis

Since the data were transcribed and reviewed after each field
interview, themes and patterns were identified as we collected
data. The researchers aligned the emerging themes with the 4
constructs of the TCE framework. The analysis was based on
the weak-strong continuum of Williamsons, 1998, p. 37)>3
‘natural order’ of institutional arrangements — the TCE discrim-
inating alignment hypothesis. According to the hypothesis,
transactions that differ in their characteristics should be aligned
with institutional arrangements that differ in costs and compe-
tencies to minimise transaction costs. A summary was gener-
ated of the findings for each case study following a similar
format to enable a comparison of the cases. The summaries
were aligned to the TCE predictions and analysed to account
for the distinctive features (set-up) of the different institutional
arrangements and their implications for the intensity of trans-
action costs.

Results

Table 4 summarises the study’s findings based on the TCE
constructs of administrative controls, adaptation, incentives
and contract laws.

SIZE GROUP CHARACTERISTICS
9 Gender: 6 male, 3 female

Average years of experience in HIV work: 12 years
6 Gender: 5 male, 1 female
Average years of experience in HIV work: 6 years
Gender: 6 male, 2 female
Average years of experience in HIV work: 17 years
7 Gender: 5 male, 2 female

Average years of experience in HIV work: 13 years
7 Gender: 4 male, 3 female
Average years of experience in HIV work: 8 years
Gender: 7 male, 3 female
Average years of experience in HIV work: 22 years
8 Gender: 5 male, 3 female

Average years of experience in HIV work: 13 years
6 Gender: 4 male, 2 female
Average years of experience in HIV work: 9 years
Gender: 6 male, 3 female

Average years of experience in HIV work: 19 years

Features of public delivery institutional
czrmngemem‘s

Administrative controls. The National Strategic Plan (NSP) for
HIV and AIDS 2020/2021-2024/2025 mandates government
entities to undertake quarterly supervision and monitoring.>
The key informants reported that accounting officers in all
public entities must compile quality, comprehensive reports to
account for their performance in implementing HIV and
AIDS interventions. However, the study revealed low adminis-
trative controls in the direct public sector HIV services delivery
mode, which manifested weak enforcement mechanisms and
the absence of a central/unified reporting system. Monitoring
and supervision activities under this mode were minimal due to
inadequate investment by the government. Consequently, col-
lecting information for generating national annual reports
became costly and time-consuming. The government had to
procure consultants annually and convene several stakeholders’
meetings for such reports.

“ .. Support supervision is inadequate and erratic. Monitoring visits
take place largely when donor funding becomes available”. KII-17,
Male (40 years)

“Every year we hire consultants to collect information from actors
countrywide to compile the annual report. This is because it is very dif-
Sficult to obtain HIV information. . .it is not everywhere. And we also
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Table 4. Features of institutional arrangements for HIV and AIDS service delivery in Uganda.

INSTITUTIONAL ARRANGEMENTS FINDINGS(EXPECTATION)

INSTRUMENTS DREAMS
Administrative controls ++(0)
Adaptation
Autonomous adaptation ()
Cooperative adaptation ++(0)
Incentives
Tangible incentives (monetary) 4 (++)
Intangible incentives (non-monetary ()
Contract law regime
Settlement of disputes (legal law) 0(++)
Contract enforcement ++(+4)

Source. Study Data; ++ represents very strong; + semi-strong; 0 low/weak.
Note: the score in bracted are expected scores as per TCE prediction.

call self-coordinating entities fo present their reports. . .these are then

incorporated in the overall annual report. . .” KI1-05, Male (51 years)

In summary, low administrative controls manifested in inade-
quate monitoring and supervision, poor reporting systems and
weak enforcement mechanisms in the direct public delivery.
The finding contrasts with the TCE theory, which predicts
high administrative controls in the internal mode of delivery. It
follows that low administrative controls in the internal (hierar-
chy), the public sector in this study, increase sources of transac-
tion costs

Adaptation. The key informant interviews and document
review findings show that the public delivery arrangements
entailed high cooperative and low autonomous adaptation to
performance. Cooperative adaptation was facilitated by estab-
lishing several coordination committees at the national and
decentralised levels with varied oversight functions. However,
participants noted that because the HIV and AIDS commit-
tees were informal and lacked legal status, cooperative adapta-
tion objectives for performance were not always achieved:

“Several committees have been established to provide oversight. We
have the self-coordinating entities, the country coordinating mecha-
nism to oversee operations of the Global Fund. We also have national
technical working groups for each thematic area of the national HIV
strategic plan. . .and the district AIDS committee fo coordinate the
decentralised response . . . but all these have no legal backing. . .”

KII-06, Male (44 years)

Autonomous adaptation in public HIV and AIDS service
delivery arrangements was subject to the inclusion of these ser-
vices in ministerial policy statements and the creation of activity

CHAI PUBLIC DELIVERY
+(+) 0(++)

++(+) 0(0)

() ()

0(+) 0(0)

() 0(0)

0(0) 0(0)

+(+) 0(0)

vote output codes (charts of accounts approved by Parliament to
cater to government ministries’ activities and programmes
departments and agencies). However, specific vote output codes
were not created for HIV and AIDS services in non-health
ministries, departments, and agencies. There was no evidence of
a robust mechanism to enforce and track performance.
Participants observed that this increased the cost of reporting:

A large proportion of HIV activities in non-health ministries and
departments are indicated under the cross-cutting activities in the
national budget. But without a voted output and no robust mechanism
to track and enforce performance, such activities are not routinely

implemented. . .and no reports are made. . .” K11-04, Male (43 years)

High cooperative adaptation and low autonomous adaptation
in public sector delivery were consistent with the TCE
prediction.

Incentives. Tangible incentives in the form of high salaries were
not considered a major governance instrument for performance
enforcement in the public sector institutional arrangements.
However, 3 approaches were used to stimulate performance,
namely, ongoing discussion of key tasks with actors, benchmark-
ing visits to other countries, and budget performance (a good
burn or absorption rate) which stimulates performance because
it determines the next budgetary allocation:

“We largely rely on regular engagement meetings and workshops fo trig-
ger performance. . .” KII-06, Male (44 years)

“When absorption of funds is low, then the next disbursement of
Jfunds will reduce fto match the absorption rate. . .so the staff is forced to
perform and utilise funds. . .” KI1-09, Male (49 years)
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The prevalence of low tangible (non-monetary) incentives for
public sector delivery of services is consistent with the TCE
prediction.

Contract law regime. Settlement of disputes in public sector
delivery was primarily managed internally through hierarchical
authority and command. Several key informants reported that
apart from a few court cases — mainly related to mismanage-
ment of the Global Fund to fight HIV, TB and Malaria, there
was no evidence of legal redress to manage HIV and AIDS-
related disputes. Some respondents were of the view that polit-
ical influence was brought to bear to prevent such matters from
ending up in court:

“Delivery [of ] HIV and AIDS services through the public sector has
been tainted by mismanagement of funds, yet many of the culprits are
not taken to court. . .many of the culprits are set free largely because of
their connection with those high in political office, I remember this hap-
pened with the Global Fund thefts. . .” K11-07, Male (44 years)

This finding is consistent with the TCE prediction.

Features of the CHAI institutional arrangements
(public-NGO partnership)

Administrative control. The study revealed moderate adminis-
trative controls in the CHAI manifested in relational and
mutual interactions between the parties. There was minimal
supervision by government officials (the principal). Instead, the
government relied on community monitoring structures and
systems to administer the programme:

“The mutual interactions between the government officials and the
community groups created a sense of trust in the systems. This led to col-
lective responsibility towards achieving the project’s goals and reduction
of instituting robust monitoring mechanisms”. . . KI1-35, Male (50
years)

“The beneficiaries and community members informally and rou-
tinely provided feedback on the services to the Sub County officials
because of the self~driven collective responsibility to monitor the pro-
gramme for its success. . .” KI11-39, Male (60 years)

This result is consistent with the prediction of the TCE. It con-
firms the TCE proposition that moderate administration con-
trols in partnerships facilitate mutual interaction and information
sharing in ways that are likely to minimise transaction costs.

Adaptation. The findings revealed high cooperative adaptation
and high autonomous adaptation in the CHAI. High coopera-
tive adaptation was manifested in the multi-levelled coordina-
tion structures established to provide guidance and oversight at
national and decentralised levels. Uniquely, autonomous adap-
tation was manifested in common interests towards mutual
goals, social accountability and community expectations:

“Multi-sectoral committees were constituted at national, district, Sub
County and parish level to provide guidance and oversight of the project
activities . . .” KII-41, Male (57 years)

“The community groups through their networks easily mobilised
and coordinated themselves to different engagements of the project. . .
and because they belonged to the same community, it was easy fo coordi-
nate and communicate among themselves and so, decisions were made

explicitly”. K11-35, Male (50 years)

“The actors involved in CHAI had common interests and collective
benefits as seen from their collective efforts. The relational and mutual
exchanges facilitated information sharing between actors and rallied the
parties involved towards achieving a common goal’. K11-37, Female
(55 years)

In summary, high autonomous adaptation in a partnership is
inconsistent with the prediction of the TCE theory.

Incentives. High-powered non-monetary incentives charac-
terised the CHAI governance instruments. These arose from
the community’s social values and intrinsic expectations
rather than being principal-agent arms-length sanctions and
monetary rewards. Three forms of intangible incentives were
identified: social accountability, social belonging and
reputation:

" . .we belong to this community, so we served our people. This meant
we had to serve diligently because the community had a lot of belief in
us. .. KII-38, Female (47 years)

“Most of the group members that implemented the CHAI were
influential people in this community, and so while implementing
CHALI they ensured that they upheld their reputation to members of
the community, who were personally known to them. . .” KII-39,
Female (60 years)

The result is in line with the TCE’s reasoning. Non-monetary
incentives in partnerships, social responsibility and reputation
promote relational exchange, improve information sharing, and
build mutual trust among actors.

Contract law regime. The settlement of disputes in the CHAI
was amicably managed through mutual discussions and nego-
tiations. There was no evidence of the use of legal systems to
settle disputes. Informal rules and norms such as trust and
reputation were the main instruments:

“ . .we solved misunderstandings through negotiations and mutual
understanding. . ..it was easier to handle disputes through negotiations
as opposed fo going through prolonged, frustrating legal procedures. . .”
KII-40, Male (46 years)

The findings on the settlement of disputes through non-legal
procedures such as negotiations in CHAI is consistent with the
TCE’s prediction.



10

Health Services Insights

Contracting out HIV and AIDS service delivery to
NGOs: The case of DREAMS

Administrative controls. A documentary review of the PEP-
FAR Country Operation Plan (COP) and DREAMS’ imple-
mentation strategy revealed that the programme is embedded
within the United States of America’s Global Health Initiative
Strategy.>> Its governance arrangement is derived from the
13-programme area system developed by the Global AIDS
Coordinator’s Office. The interviews with key informants
revealed that the funding agent (PEPFAR) considered 3 fac-
tors when contracting international experts and local NGOs to
manage and implement DREAMS. These were the efficiency
of already-established NGOs; the fact that the funding agency
required swift achievement of targets; and low levels of trust in
public sector systems. The study identified high-powered
administrative controls in the DREAMS governance structure,
manifested in routine (quarterly) Data Quality Assessments,
support supervisions, spot checks by monitoring and evalua-
tion teams, and the establishment of sophisticated performance
tracking systems (the Uganda DREAMS Tracking System),
with a specialised agent, Monitoring and Evaluation Technical
Support (METS), contracted to track performance. High con-
trols resulted from low ‘trust’ due to endemic corruption in the
HIV and AIDS sub-sector and funders’ pressure on contracted
management agencies to meet targets within tight timelines:

“By design, funders required agencies to provide routine technical sup-

port as needed through frequent supervision and monitoring visits as
routine as weekly, monthly, and quarterly to meet targets. . .” KI1-33,
Male (40 years)

‘DREAMS uses technical experts to monitor and track its perfor-
mance. . .we establish robust tracking systems to ensure fidelity of the
programme and adherence to the quality standards of DREAMS
implementation as required by the funder. . .” KI1-32, Female (40
years)

In contrast to the TCE prediction of low administrative con-
trols, the high administrative controls in the DREAMS (con-
tracting out) delivery model is influenced by donor preferences
and manifested in intensive information gathering, laborious
monitoring and supervision, and extensive reporting require-
ments in such an arrangement.

Adaptation. The study revealed high coordination and high
autonomous adaptation instruments in the DREAMS govern-
ance structure, manifested in multi-layered coordination com-
mittees at national, district and community levels. The
committees comprise technocrats, management agencies, tech-
nical teams from the donor, service beneficiaries, and commu-
nity peer teams:

“ . .different teams are established along key themes of DREAMS. . .
each of these teams closely follows up the implementation of the respec-
tive thematic areas. . .” KI1-27, Male (42 years)

Automation of deliverables was derived from the ‘statement of
work’, which stipulates and specifies the roles, expectations and
penalties for noncompliance:

“If the performance is not satisfactory and not compliant with the con-
tract’ specifications, the management agent can terminate or modify

the contract of the implementing partner” K11-34, Female (38 years)

In brief; high cooperative adaptation in DREAMS contradicts
the TCE prediction of low cooperative adaptation for govern-
ance arrangements, likely increasing management costs in a
3 . M

market-like’ arrangement.

Incentives. The study revealed that the DREAMS governance
instrument was largely defined by high-powered, tangible
incentives in the form of sanctions and a performance-based
piece-rate system in terms of staff salary payments and funds
disbursements;

“We receive funds on a quarterly basis after submission of satisfactory
financial and programmatic reports. Staff are well-paid so they have to
work. . .this investment compels the funders to extensively monitor the

performance of implementing agencies” KI1-26, Male (39 years)

The finding of high administrative controls in DREAMS
(contracting out) is contrary to the TCE prediction. High-
powered tangible incentives increase the level of performance
monitoring.

Contract law regime. Settlement of disputes is managed amica-
bly through negotiations and discussions or revision of the
scope of work instead of through the courts, contrary to the
TCE prediction.

Discussion
The study identified features that reflect the primary tenets of
the TCE theory. In particular, they suggest that the public-
NGOs partnership arrangement (based on the CHAI) was
aligned to the service characteristics predicted by the TCE
theory. Transactions/service characteristics were discrimina-
tively matched with institutional arrangements based on the
magnitude of service delivery costs and the capabilities of the
implementers. This rendered the CHAI delivery model a com-
paratively lower-cost mode, suitable for delivering HIV and
AIDS services in Uganda’s resource-limited setting. The
CHALI entailed moderate administrative controls, high coop-
erative adaptation, and high-powered intangible incentive
intensity. These features gave rise to relational interactions,
mutual trust and effective information sharing in ways likely to
minimise opportunistic behaviour among actors and the asso-
ciated transaction costs of monitoring, information gathering
and performance enforcement.

On the other hand, the findings revealed misalignment with
TCE in the public delivery and contracting out (DREAMS)
arrangements. The low administrative controls in the public
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delivery arrangement are contrary to the TCE prediction of
high controls. As predicted by the TCE theory, weak adminis-
trative controls, low autonomous adaptation and low tangible
incentives in the public delivery arrangement directly increase
the transaction costs of monitoring, information gathering, and
performance enforcement. Williamson!” posits that weak
administrative controls should be aligned with high powered
tangible incentives and autonomous adaption to achieve an
economising result applicable in market-like transactions.
However, this study observed one other factor that influenced
the choice of low administrative control contrary to the TCE
predictions: public managers’ use of public values, policies and
regulations to improve service delivery at minimal controls.

The high administrative controls in a market-like arrange-
ment (ie, DREAMS) directly increase governance costs from
the TCE perspective. These findings validate studies demon-
strating the undesirable social and economic consequences of
high-powered administrative control in a ‘market’ economy.>
Several studies have highlighted that using high-powered
administrative controls to organise services in the ‘market’
arrangement is costly and economically unviable.**” Organising
easy to govern services under high control mechanisms such as
intensive monitoring systems would create additional costs
without conferring extra transacting benefits.’® For instance, in
their study on feasible governance mechanisms, Rendtorff and
Jagd® found that a shift from high-powered administrative
controls to trust-based governance arrangements improves
performance with less effort, time and resources. Therefore,
arranging service delivery based on the TCE ‘natural order’ of
institutional arrangements that align with service characteris-
tics will likely reduce costs.?%4 However, it was found that
other factors influenced the nature of institutional arrangement
in DREAMS; including the funder’s interests and preferences,
its lack of trust in public service delivery and the funder’s for-
eign policy.

The above discussion suggests that other important factors
beyond transaction costs influence the choice of institutional
arrangements/service delivery models. Thus, while the TCE
offers much, it should be combined with other theories when
analysing service delivery models.

The observed high degree of autonomous adaptation to
perform in the CHAI was incentivised by non-monetary social
values and intrinsic expectations rather than the principal-
agent arms-length sanctions observed in DREAMS. The find-
ings revealed that collective community responsibility, social
accountability, trust and reputation incentivised performance
in this project. This was large because the implementing NGOs
were answerable to the community they belonged to and their
respective district local governments. A dichotomous account-
ability obligation evolved to the community and the principal
(the district) that facilitated community monitoring and served
as an alternative to formal compliance monitoring mecha-
nisms, which are largely lacking in the public sector.

This finding validates previous evidence on the role of
intangible incentives in promoting efficiency and transpar-
ency.® Awio et al's’® study on the accountability practices of a
community-led HIV and AIDS project found that informal
monitoring systems serve as an alternative to costly formal
mechanisms. According to Eijkenaar,> high-powered incen-
tive intensity in the form of tangible rewards such as pay-for-
performance, penalties, or rigid rules may improve performance,
but with increased administrative costs. Eijkenaar adds that
such incentives require further robust monitoring and control
systems investment. This was confirmed in this study under the
DREAMS arrangement.

The study also validates previous evidence that while they
are important, a focus on formal institutions (written rules
and regulations) alone may result in governance challenges
that are likely to increase transaction costs.?® It revealed that
formal institutions are not necessarily more or less important
than informal ones (unwritten norms and practices); rather,
they complement each other in delivering HIV and AIDS
services. For instance, informal institutions in the CHAI
served to complement and, in some situations, substituted
formal institutions in facilitating information sharing and
monitoring performance. Trust and social connectedness
worked as ‘lubricants’ for formal institutions to enforce per-
formance and mitigate opportunism, particularly in the
CHALI arrangements. These findings are consistent with pre-
vious empirical evidence that informal institutions shape the
existence and performance of formal institutions, enhance
efficiencies, and ensure long-term delivery of HIV and AIDS

services. 61,02

Limitations of the Study

Despite the evidence supporting the empirical application of
the TCE framework as a strong theoretical base to study the
efficiencies of alternative institutional arrangements, its appli-
cation has produced mixed results. Critics of TCE have mainly
focused on its profit maximisation assumption, mode of meas-
urement of transaction costs and behavioural assumptions
(Lacity et al,2011).9 The TCE theory largely describes actors’
actions/behaviour in terms of opportunism and bounded
rationality, from which an opinion is formed (Foss and Weber,
2016).%% In particular, the theory presents difficulties in meas-
uring absolute (financial) transaction costs and offering statis-
tical proof to determine the institutional set-up’s influence on
efficiencies. Therefore, the TCE theory is recommended to be
combined with other relevant quantitative theories to trace
trends in transaction costs over time and establish the empiri-
cal influence of transaction costs on the choice of an institu-
tional arrangement in Uganda’s HIV and AIDS response.
While this study may have focused on HIV prevention and
social support interventions, from evidence, the TCE frame-
work can effectively be utilised to analyse other HIV treat-
ment programmes.®
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