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Study of Capacity, Change and Performance
Notes on the methodology

The lack of capacity in low-income countries is one of the main
constraints to achieving the Millennium Development Goals.
Even practitioners confess to having only a limited
understanding of how capacity actually develops. In 2002, the
chair of Govnet, the Network on Governance and Capacity
Development of the OECD, asked the European Centre for
Development Policy Management (ECDPM) in Maastricht, the
Netherlands to undertake a study of how organisations and
systems, mainly in developing countries, have succeeded in
building their capacity and improving performance. The
resulting study focuses on the endogenous process of capacity
development - the process of change from the perspective of
those undergoing the change. The study examines the factors
that encourage it, how it differs from one context to another,
and why efforts to develop capacity have been more successful
in some contexts than in others.

The study consists of about 20 field cases carried out according
to a methodological framework with seven components, as
follows:

» Capabilities: How do the capabilities of a group,
organisation or network feed into organisational capacity?

« Endogenous change and adaptation: How do processes of
change take place within an organisation or system?

» Performance: What has the organisation or system
accomplished or is it now able to deliver? The focus here is
on assessing the effectiveness of the process of capacity
development rather than on impact, which will be
apparent only in the long term.

» External context: How has the external context - the
historical, cultural, political and institutional environment,
and the constraints and opportunities they
create - influenced the capacity and performance of the
organisation or system?

» Stakeholders: What has been the influence of stakeholders
such as beneficiaries, suppliers and supporters, and their
different interests, expectations, modes of behaviour,
resources, interrelationships and intensity of involvement?

« External interventions: How have outsiders influenced the
process of change?

 Internal features and key resources: What are the patterns
of internal features such as formal and informal roles,
structures, resources, culture, strategies and values, and
what influence have they had at both the organisational
and multi-organisational levels?

The outputs of the study will include about 20 case study
reports, an annotated review of the literature, a set of
assessment tools, and various thematic papers to stimulate
new thinking and practices about capacity development. The
synthesis report summarising the results of the case studies will
be published in 2005.

The results of the study, interim reports and an elaborated
methodology can be consulted at www.capacity.org or
www.ecdpm.org. For further information, please contact
Ms Heather Baser (hb@ecdpm.org).
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Preface

The idea to undertake this study of St Mary's
Hospital, known locally as Lacor Hospital, was born
during an informal encounter in Milan between the
author and Dr Dominique Corti. She is the daughter
of Dr Piero Corti and Dr Lucille Teasdale, who arrived
in Uganda in 1961 with the vision to build and to
run a medical centre of excellence to serve the poor
in the north of the country. The encounter in Milan
provided for a first exchange on the Lacor Hospital,
which seemed to be an extraordinary example of
resilience and high performance amidst conflict,
epidemics and extreme poverty. It was followed up
by a more structured exchange of information and
documents, from which it soon became clear that a
study of the Lacor Hospital could serve three pur-
poses.

First, it could provide inputs for a wider programme
of the European Centre for Development Policy
Management (ECDPM), entitled Capacity, Change
and Performance, which seeks both to provide prac-
tical guidance on capacity and capacity develop-
ment and, more specifically, to foster a better
understanding of the interrelationships between
capacity, organisational change and performance.
Undertaking a case study of Lacor Hospital was
seen as a unique opportunity to understand what it
takes to perform effectively in a fragile environment
characterised by conflict, epidemics and extreme
poverty.

Second, using the methodology of the overall study
- based on the principles of appreciative enquiry
(Whitney, 2003) - the results of this case study could
provide feedback for the hospital. While feedback
was a general aim at the beginning at the exercise,
hospital staff members interviewed assessed this
study as such a positive experience that they now
want to expand it, to involve more hospital staff
and to turn it into a learning experience for the
entire organisation. They want to stimulate a
process of thinking that could lead to greater
awareness of past and present achievements and
the values that have been shaped in the hospital
over the years. Consequently, the hospital manage-
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ment, staff of the Uganda Martyrs' University
(known locally as Nkozi University) and ECDPM have
developed a plan to encourage such reflection. It
will be implemented during the course of
2004/2005.

Third, the results of this case could be communica-
ted to an international audience concerned with
the design of policies and strategies aimed at
conflict prevention and the stabilisation of fragile
environments. The Lacor case is important for two
reasons. First, it is the example of a private organi-
sation that stands at the front line in the effort to
combat poverty, misery and despair, and which
supplements insufficient government services.
Being located in the centre of a civil war in a region
that has been severely destabilised by the Lord's
Resistance Army rebels and not far from war-torn
southern Sudan, it is an outpost of hope for the
Ugandan people and provides some stability to the
region. The case also highlights the consequences of
the Ugandan health reform and the change in
donor policy on the funding of organisations like
Lacor. While the hospital management and the
board expressed full agreement with the govern-
ment's health policy, which aims to extend and har-
monise heath services throughout the country, they
feel the negative impact of changing donor policies
with regard to budget support. They are also aware
of the fragility of a new aid policy that takes for
granted that recipient governments will include
non-state actors in the policy process (see the
Epilogue). This policy seems to overlook that in a
country like Uganda, with a developing region in
the south and a fragile environment in the north, a
mix of support instruments needs to be in place in
order to respond effectively to the challenges of a
highly volatile environment. In conclusion, this case
underlines the need to recognise the potential
strategic role that organisations like the Lacor
Hospital could play in the context of combating
poverty and implementing global and regional
security policies.
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Summary

St Mary's Hospital, known locally as the Lacor
Hospital, in Gulu district of Northern Uganda, for-
merly an isolated Catholic missionary hospital, is
now fully integrated into the Ugandan health
system. The case study describes how the hospital
has grown into a centre of excellence, setting an
example for the rest of the health system and
helping to build health care capacity for the whole
country. With 474 beds, Lacor is the second largest
medical centre in Uganda. It is an extraordinary
example of capacity development, adaptation and
performance in a region characterised by an 18-year
civil war, extreme poverty and outbreaks of virulent
epidemics.

The Italian Dr Piero Corti and his Canadian wife,
Dr Lucille Teasdale, began to build up the Lacor
hospital in the early 1960s. Dr Corti formulated a
clear objective for the hospital: to offer the best
possible service to the largest possible number of
people at the lowest possible cost. Dr Teasdale
imprinted on the staff an attitude of care and love
for the patients. Their tireless dedication and hard
work set an example for the staff and developed
into a value system that still guides the hospital.

The full case study analyses the key capabilities that
underpin the hospital's excellent performance. The
five most important are the following:

e The ability to transfer the founders' values to
others in the organisation.This internalisation
process takes place primarily on the job, through
the power of example and regular staff
meetings. It is supported by an incentive package
and a management approach that shares
responsibility and involves staff at all levels.

e The ability to reproduce the organisation. A core
of 15 to 20 people supervise new staff members
and act as the guardians of the hospital's
working culture and values. In addition, on the
technical side, the hospital makes an enormous
investment in training, partly as a means of
attracting staff to an otherwise unappealing
location. In 2002-03, 11% of the operating budget

vi

was devoted to training, both in-house teaching
and outside training.

e The ability to adapt. The hospital's guiding
principle is to respond to the demands of its key
stakeholders. This implies learning processes that
enable the hospital to acquire knowledge, to
reflect and to apply the lessons of experience. It
also means a rejection of dogmas, old habits and
outdated procedures.

e The ability to self-regulate. Although Lacor has
established formal administrative and
professional standards, the management prefers
to encourage the staff to take responsibility for
their own performance. Control systems play a
secondary role.

e The ability to network and collect intelligence.
Throughout the life of the hospital, contacts with
the outside world have been essential to
understand the broader environment and to
survive in very different and at times exceedingly
difficult political periods. In addition, the hospital
has been able to build contacts that have proved
valuable in raising funds to subsidise its
operations.

This set of competences has evolved slowly over the
years and is tightly linked to the deeply rooted
value system. It has helped the organisation to sur-
vive even during the most difficult times. Lacor was
one of the few hospitals in the world to deal suc-
cessfully with Ebola, even though it resulted in the
deaths of 78 of the 150 patients admitted and of 12
experienced staff, including Dr Corti's designated
successor. The hospital's staff and board are aware
that they can overcome such adversities only by fur-
ther developing their key capabilities, maintaining
their core values and stabilising their finances.
Funding agencies and the Ugandan government
can learn from this case about the contributions
such an organisation can make to fighting poverty
and despair, the stability it can bring to a war-torn
region, its contribution to wider health sector deve-
lopment, and about the adverse effects of well-
intended budget support policies on excellent social
service providers.



1 Introduction

This case study looks at the experiences of the

St Mary's Hospital in Lacor, near Gulu, the capital of
Gulu district in Northern Uganda. It draws attention
to the factors that have played a role in shaping the
hospital's capability to perform effectively in an
environment characterised by conflict, epidemics
and extreme poverty. The study focuses on the last
10 years, although occasional references are made to
earlier periods to provide for a better understanding
of the case.

This analysis is retrospective, but it is not an evalua-
tion. In line with the methodology for the wider
ECDPM study, this case intends to record the
strengths and successes of the Lacor Hospital in
shaping the capabilities that enable its excellent
performance. It concentrates on 'what' happened,
‘'why' and 'how'. It is only in the final section that the
challenges and key questions for the hospital's
future are listed - those were mentioned by the staff
and board members and need to be addressed to
guarantee that the needs of the poor in the region
are met in the future. This analysis is therefore
explanatory and makes no recommendations or pro-
posals for the future functioning of the hospital,
although some of the insights gained might be help-
ful to identify important issues for the future.

This analysis looks at the development of the Lacor
Hospital as an organisation. It makes occasional ref-
erence to the network of other private not-for-profit
(PNFP) health providers in Uganda with which it is
linked. The functioning of this network and its role
in shaping and informing health policy in Uganda is
an interesting case in itself, and potentially impor-
tant for the wider ECDPM study. Shortages of
resources and time, however, did not permit atten-
tion to these issues in this study.

ECDPM learned about the Lacor Hospital at a con-
ference in Milan, Italy. The hospital immediately
indicated its interest in collaborating in the research
and provided invaluable background material. After
a detailed review of documents, the study team
decided to include this case in the wider research

Notes

1 Lacoris not the only NGO hospital in Uganda that is
performing well. The Ministry of Health/ KPMG study
(1998) identified this and three other PNFP hospitals as
potential regional referral hospitals.
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programme.! This report is based on a desk study in
which books, reports and internal Lacor Hospital
documents were consulted, and interviews with
hospital staff, board members and stakeholders in
the Ugandan health system. Due to the security
situation in Gulu district at the time of the initial
research in July 2003, interviews with staff mem-
bers were held in Kampala. Some of them took
place when staff members were visiting the capital
for other reasons; others specifically travelled to
Kampala to meet for interviews.

The draft report was sent to several interviewees to
provide comments, and to verify the information
and impressions articulated by the author. In May
2004, the author presented the draft report at the
Lacor Hospital's strategic workshop in Gulu. Based
on comments received during this workshop, and
on complementary interviews held at the hospital,
the report was verified and finalised.

Why is the Lacor Hospital an interesting case?

In most developing countries, the major hospitals
are situated in the capital. They are reasonably well
equipped and generally perform according to
regionally, some even to internationally accepted
standards. But a preliminary review of information
on the Lacor Hospital provided reasons to be
curious. It is situated 350 km north of Kampala, in
an area that has experienced civil war, outbreaks of
severe epidemics - including Ebola in 2000 - and
appalling poverty for more than 17 years. Never-
theless, the 474-bed hospital has managed to build
up a reputation as a centre of excellence that is able
to deliver a wide range of services that very few
other hospitals in Uganda can provide.

Formerly an isolated missionary hospital, Lacor has
survived periods of severe crisis and setbacks and
has slowly been integrated into the national health
system. Over the years it has adapted itself in order
to respond to challenges that also threatened to
destroy the organisation. Core values shaped and
nurtured over time emerge as the key factors that
have the hospital running and performing 'well'.
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This report is structured as follows. Section 2
provides background information on the Lacor
Hospital. Sections 3-5 discuss the external context,
internal organisational features and the influence
of external stakeholders. Section 6 offers a prelimi-
nary analysis of the underlying strategies that
explain the hospital's resilience and performance
over the years, and sections 7 and 8 highlight the
complex interrelationships between these different
dynamics in order to understand why the hospital
so far has had the capacity to perform. Section 9
provides some final comments on the challenges
for the future. As noted in the Epilogue, some
recent developments in the Ugandan health sector
could have a big effect on the future of the hospital.

With regard to terminology, ‘capacity’ is used to refer
to the ability of the organisation or system as a
whole to perform. As such, it is not equated with any
subsidiary element such as a particular 'capability'.
That term refers to a specific ability of the organisa-
tion to do something in particular, such as to facili-
tate, to learn or to manage projects. Most of this case
is about 'capability’ as opposed to 'capacity’ develop-
ment. Finally, 'performance’ is used to mean accom-
plishment or execution or delivery (Morgan, 2003b).

2 Background

In the early years of the last century, Catholic mission-
aries arrived in Northern Uganda. A regional diocese
was established 7 km outside the district capital of
Gulu, which provided a medical dispensary run by
brothers of the Italian Comboni Congregation.2 In
1959 the dispensary was converted into a 30-bed
ward, and in 1961 into a hospital, St Mary's Hospital
Lacor, when the Italian Dr Piero Corti (a specialist in
paediatrics, radiology and neuropsychiatry) and his
Canadian wife Dr Lucille Teasdale arrived. Both were
committed to spending their lives setting up and run-
ning a professional hospital that would be able to pro-
vide medical services to the highest possible stan-
dards. By 1983 the hospital had grown to approxi-
mately 200 beds, but the civil war that began in the
1980s placed tremendous demands on the hospital.
By 1993, it had increased to 450 beds (see Annex I).

Dr Lucille Teasdale, a surgeon, contracted AIDS during
an operation that she likely performed in 1979, but
she continued to work at the hospital selflessly until
her death in 1996. Dr Piero Corti died in 2003. Both
were honoured with several laureates and distinc-
tions, including the Order of Merit of the Italian
Republic and the Sasakawa Prize of the World Health
Organisation, and Dr Lucille Teasdale was appointed a
Member the Order of Canada in 1991. Their lives were
documented in a biography (Arseneault, 1997) that
provides detailed insights into their work, their moti-
vation to keep the hospital running despite threats to
their lives during the civil war, and their commitment
to providing the best medical services possible, in a
cost-effective way, to the poor and needy.

The success of the Lacor Hospital can not be under-
stood without recognising the tremendous efforts
and achievements of the Cortis over a long period in
shaping the organisation.3 The focus, however, is on
the decade to 2003, which was a period of growing
political stability in Uganda. The public administra-
tion was rebuilt and reformed to an extent previously
unknown. After the formulation of a preliminary
health strategy, in the 1990s the Museveni govern-
ment systematically began to rebuild the health sec-
tor and to integrate the various government and
non-governmental health providers into one national
health system.4

The 1990s marked a watershed in the organisation's
development. It had to adapt from being an exter-
nally funded missionary hospital, following its own
systems and procedures, into a private not-for-profit
health provider integrated into the health system,
partially funded by the Ministry of Health. The
1990s were also characterised by the continuing
civil war and extreme poverty in the northern dis-
tricts. Moreover, the outbreak of Ebola in 2000 had
a devastating effect on the organisation and nearly
destroyed it. When the epidemic hit the region,
there were 393 confirmed cases with 193 deaths. At
the hospital, 150 cases were confirmed, of which
52% died. Among the hospital's 100 volunteer staff,
12 died, including Dr Matthew Lukwiya, a brilliant

Notes
For more information about the Comboni Brothers, see
www.combonimissionaries.org

3 Although the Cortis built up the hospital, the support of
the Comboni missionaries has been of vital importance
for its effective functioning.

4 In1991/1992, the Ministry of Health issued a white paper
on health reform that addressed core policy issues, such
as how to integrate the private profit and non-profit
sectors into the health system, although it took until
1996/1997 to implement them.

















































































