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1. This technical assessment supports the preparation of the proposed Uganda 

Intergovernmental Fiscal Transfers (UgIFT) Program for financing under a Program-for-

Results (PforR) operation, in accordance with Operational Policy/Bank Procedures (OP/BP 

9.00), Program-for-Results Financing. The technical assessment is carried out within the 

limited scope of the proposed Program and provides a summary of the main issues which are 

relevant for the successful implementation of the Program. The assessment is based on the 

advisory services documents produced under Uganda Programmatic PER in 2013-16, the Bank’s 

and the Government’s knowledge base, as well as a number of research studies on global 

experiences with fiscal decentralization. The World Bank team is grateful to DfID for having co-

financed a portion of the aforementioned analytic work.  All components of the Program are 

assessed as appropriate for PforR financing. 

 

 

2. Uganda has a largely decentralized system of health and education service delivery 

with all wage, non-wage recurrent and development expenditures made at the local level.  

Local governments are responsible for delivering all basic services, including health and 

education within the context of the overall framework of decentralization.  Districts and 

Municipalities are responsible for the delivery of social services, including primary and 

secondary education and primary healthcare.  Central government is responsible for policy and 

oversight of local government administration and service delivery.  Sector ministries are 

responsible for sectoral policy and oversight.  The Ministry of Finance, Planning and Economic 

Development (MoFPED), and the Local Government Finance Commission (LGFC) are 

responsible for the coordination of resource allocation and management of fiscal transfers.  The 

Ministry of Local Government (MoLG) is responsible for the decentralization policy, whilst 

OPM is responsible for coordinating the monitoring and evaluation of central and local 

government programs.   

3. On the fiscal side, more than 80 percent of the LGs’ funding comes from conditional 

transfers from the central government, while own-sourced revenues account for less than 

10 percent of their budgets.  On the institutional side, the system remained more decentralized, 

with local councils being elected and exercising a certain degree of authority over local civil 

services. However, the districts’ chief administrative officers are now appointed by the central 

government.   The number of local governments has also increased. Overall, the decentralization 

framework of Uganda is strong in constitutional, legal and policy terms, but central government 

actions have not always followed the strategic orientation set out in legal instruments and policy 

documents. 

4. Until recently, local governments were experiencing high administrative costs 

arising from a large number of transfers, multiple procedures, bank accounts and lines of 

reporting due to an increasing number of conditional grants.  The amounts of such transfers 

to individual districts were based on a complex mixture of historical practices, need-based 

formulae, and ad hoc considerations.  The central government was also affected as sector 

ministries had to dedicate more time and resources to accountability procedures associated with 

the grants, including having to deal with increasing loads of quarterly reporting from LGs which 
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had also increased substantially in number.  The number of districts expanded from 45 to 133 and 

conditional grants from 10 to 46 during 1997/98-2014/15 (Figure 1).  The GoU has recently 

streamlined fiscal transfer modalities to enhance local autonomy in line with broader 

decentralization policy.   

Figure 1. Summary of Local Governance and Financing in Uganda Prior to Reforms 

 
Source: MoFPED 

5. Between 2000 and 2016, per capita development expenditures declined in real terms 

by 89 percent in primary health and sanitation services and 78 percent in primary 

education.  Poor people depend on these social services much more than do the well-off.  Given 

the difficult environment in the North as a result of conflicts and an influx of refugees from 

neighboring countries, the quality of public service delivery is especially low and has resulted in 

poorer education and health outcomes and lower living standards, and inter-generational 

transmission of poverty.    Figure 2 shows the steep declines in both non-wage recurrent and 

development transfers in real per capita terms.  The Program will concentrate on improving both 

development and non-wage recurrent fiscal transfers for health and education. 

Figure 2. Real per Beneficiary Decline in Transfer Allocations in 2015/16 from Peak Levels after 2000 

 

Source: MoFPED, Authors’ calculations, Uganda PER Supplementary Note for the Program Completion Summary, 

June 2016.  
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6. The Government of Uganda (GoU) has developed its Intergovernmental Fiscal 

Transfers Reform Program (IFTRP),
1
 to address challenges faced in financing local 

government service delivery across all decentralized service delivery.  The IGFRTP furthers 

the implementation of the GoUs Fiscal Decentralization Strategy (FDS) and the Second National 

Development Plan 2015/16-2019/20 (NDP-II).  The program aims to implement the FDS, which 

is the guiding strategy for streamlining fiscal transfer modalities. The FDS was adopted by 

Cabinet in 2002 to address early concerns about increasing fragmentation and reduced discretion 

in LG financing.    The FDS was adopted “to strengthen the process of decentralization in 

Uganda through increasing local governments’ autonomy, widening local participation in 

decision-making and streamlining fiscal transfer modalities to local governments in order to 

increase the efficiency and effectiveness of local governments.” The implementation of the FDS 

required additional resources, and shifting budget priorities towards economic infrastructure from 

the mid-2000s meant that FDS was implemented only to a limited extent, which in turn made it 

more difficult for the LGs to discharge their mandates.  

7. The IFTRP also promotes related provisions of Uganda’s Second National 

Development Plan (NDP-II) 2015/16-2019/20, in particular strategic objective 4, 

“strengthening mechanisms for quality, effective and efficient service delivery.”, in particular 

strategic objective 4, “strengthening mechanisms for quality, effective and efficient service 

delivery” (see section on Strategic Relevance).  This program is now in its second stage. 

8. The FDS was implemented only to a limited extent until 2015, which made it more 

difficult for the LGs to discharge their mandates.  Although, overall, the decentralization 

framework of Uganda is strong in constitutional, legal and policy terms, central government 

decisions and actions have not always followed the strategic orientation set out in legal 

instruments and policy documents.  On the fiscal side, over 80 percent of the local governments’ 

funding comes from conditional transfers from the central government, while own-sourced 

revenues account for less than 10 percent of their budgets.  On the institutional side, the system 

remained more decentralized, with local councils being elected and exercising a certain degree of 

authority over the local civil services. However, the districts’ chief administrative officers are 

now appointed by the central government. 

9. Since 2015, the Government of Uganda has made substantial progress in 

implementation of the program through reform of intergovernmental fiscal transfers.  
Design of the new system of transfers is based on the following objectives: 

 Restore adequacy and equity in allocation of funds for service delivery. 

 Shift the focus away from fragmented input-based conditions toward accountability 

for allocation decisions, expenditures, and results. 

 Increase discretion to enable LGs to deliver services in line with local needs while 

ensuring that national policies are implemented. 

 Allow new national policies to be funded via the transfer system, at the same time 

avoiding future fragmentation of transfers and reduction in discretion. 

                                                      
1
 This reform program will be referred to hereafter as “the program”. 
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 Use the transfer system to provide incentives to improve institutional and service 

delivery performance. 

10. The reform of fiscal transfers follows a sequenced approach, starting with the 

consolidation of the transfers in 2015, which was a critical first stage of the reform.  Under 

the consolidation, the number of transfers to local governments was reduced from 46 to 20. 

Consolidation was a necessary first step because it helps increase recipients’ flexibility in the use 

of their fiscal resources, and opens the way to developing rational formulae for the grants.  It has 

helped reduce transactions costs associated with the grants planning and monitoring.  It has also 

made the reform process more transparent and understandable for the LGs, and is helping them 

to achieve greater economies of scale in use of their resources.  The proposed operation will 

support the next stage of fiscal transfer reform. 

 

11. The Program Development Objective (PDO) for the UgIFT operation is to improve 

the adequacy and equity of fiscal transfers and improve fiscal management of resources by 

Local Governments for health and education services.  Research shows that additional spending 

tends to have greater impact where existing levels of spending are low, which promotes both 

equity and improved resource management.  This Program will take advantage of this 

opportunity by immediately increasing funding levels to underfunded Districts (especially 

through development grants), with the intended positive impact on these districts’ social 

indicators.  The Program also intends to ensure that real per capita funding levels steadily 

increase in the poorer Districts.  The Program’s activities to deliver results along these three 

dimensions (adequacy, equity and improved resource management) are assessed as appropriate 

for PforR financing. 

12. To address inadequate funding of social services which is a binding constraint to 

Uganda’s long-term development, the proposed Program will fund a portion of the GoU’s 

IFTRP.   With the consolidation of grants reform phase completed, the proposed PforR will 

support the next stage of the reforms focusing on fiscal transfers.  Fiscal transfers fall under three 

categories of grants: conditional, unconditional, and equalization.
3
  Conditional grants, in turn, 

fund three types of expenditures:  wage, recurrent non-wage, and development.  Conditional 

grants finance decentralized services in six sectors:  Agriculture, Works and Transport, 

Education, Health, Water and Environment and Social Development.  

13. Within the overall GoU program, the Program will cover two types of conditional 

grants to the LGs - non-wage recurrent grants and development grants - in two social 

sectors: Health and Education (table 1). The financing of social services remains centralized 

because of the LGs’ limited ability to generate their own revenues. Grants in the two sectors are 

characterized by large-scale inequities in the allocation of funds to LGs. In 2014/15, the ratio of 

average spending (fiscal transfers) on health and education per beneficiary in the ten best funded 

to the ten worst funded districts, 7.0 and 7.2 respectively. For some districts, this skewed 

                                                      
2
 The UgIFT PforR will be referred to as the “Program” throughout the Technical Assessment. 

3
 See Annex 3 for a description of the grants. Note: MoFPED stands for the Ministry of Finance, Planning and 

Economic Development. 
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allocation meant providing education services at a per capita cost of less than UGX 10,000 

(US$3) per year. There can be no progress in health and education outcomes with this level of 

funding.  

Table 1. Program Support for Fiscal Transfers within the Overall GoU Program (UGX billion) 

Education Sector Grants 2017/18 2018/19 2019/20 2020/21 2021/22 

Education Wage Grant 1,155.51 1,155.51 1,221.95 1,292.21 1,366.51 

Primary Education 906.46 906.46 958.58 1,013.69 1,071.98 

Secondary Education 214.46 214.46 226.79 239.83 253.62 

Skills Development 34.59 34.59 36.58 38.68 40.91 

Education Sector Non-Wage Recurrent 

Grant 

231.38 290.89 337.50 381.11 422.51 

Primary Education 72.53 94.53 110.39 124.25 136.91 

Secondary Education 127.05 162.02 190.02 216.81 242.34 

Skills Development 31.79 34.33 37.08 40.05 43.25 

Education Sector Development Grant 32.51 58.86 94.14 100.14 104.14 

TOTAL Education 1,419.39 1,505.25 1,653.58 1,773.46 1,893.16 

Total Change 0.00 85.86 148.33 119.88 119.70 

% Change 0.00 0.06 0.10 0.07 0.07 

       

Health Sector Grants 2017/18 2018/19 2019/20 2020/21 2021/22 

Health Wage Grant 291.41 291.41 308.17 325.89 344.63 

Health Non-Wage Recurrent Grant 47.07 68.43 86.61 107.78 129.88 

Primary Health and Sanitation Services 27.43 42.79 54.97 69.14 83.84 

District Hospital Services 19.63 25.63 31.63 38.63 46.03 

Health Sector Development Grant 0.00 50.26 61.26 68.26 73.26 

TOTAL Health 338.48 410.10 456.04 501.93 547.77 

Total Change 0.00 71.62 45.94 45.89 45.84 

% Change 0.00 0.21 0.11 0.10 0.09 

      

Grant Management, Assessment & 

Targeted Support  

2017/18 2018/19 2019/20 2020/21 2021/22 

TOTAL Grant Management, Assessment 

& Targeted Support 

 8.00   10.50   10.50   10.50   10.50  

Description of Grants Funded by the Program 

14. The Program Expenditure Framework will cover non-wage recurrent and 

development conditional grants for health and education.  

15. Local governments are responsible for the following services: 

 In education, the main responsibilities are for the delivery of primary, secondary, 

technical, vocational, teacher and special needs education.  
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 In health, local governments are responsible for primary healthcare through district 

general hospitals and a network of health facilities with a three tier system (Health 

Centre IV, III and II).  

Figure 3. Flow of Funds  

16. The purpose of the non-wage recurrent grants in health and education to fund the 

operational/running costs of schools and health facilities and the district/municipality 

management and oversight of service delivery.  

17. A share of the grants is allocated to and transferred directly to facilities: 

 For education, involve capitation grants for primary, secondary and BTVET 

institutions, with allocations based on the enrolment in each institution 

 For health, these involve operational transfers for the different categories of health 

facilities. Currently the allocations are largely fixed.  

18. The remaining share is allocated to and transferred to the district/municipality, and 

involves:  

 For education, the oversight, management, and inspection.  

 For health, preventative healthcare, health promotion and the management of health 

workers and oversight of facilities. 

Ministry of Finance, Planning & Economic Development - Consolidated Fund  

    Education     Health 

 Budget     Budget 

  

  

        

  

    

Schools Health Facilities 

Education NWR Grant Health NWR Grant  Edu Dev 

Grant 

GoU  IDA 

Central 

Government 

District / 

Municipal 

Governments 

Health Dev 
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19. Increased non-wage recurrent grant allocations going forwards, will enable the roll out of 

results based financing, linking the allocation of funds to facilities based on their performance.  

They will also allow increased funding to the management of service delivery by higher local 

governments. 

20. The primary purposes of sector development grants are to fund the rehabilitation, 

upgrading, construction and equipping of schools and health facilities. This involves:  

 For education, the renovation, construction and equipping of classrooms, latrines, 

laboratories and teachers housing.  

 For health, the renovation, construction and equipping of buildings at health 

facilities, including outpatient departments, wards, theatres, drug stores, health 

worker housing. The focus will be on filling gaps in infrastructure in existing HCIIIs 

and HCIVs and where appropriate upgrading facilities. 

 A share of grants can also be used for capacity development, to help improve local 

government management and service delivery performance. Typical capacity 

building activities include short courses relevant to position (not degree programs), 

and procurement of training equipment, for example, computers, 

 

21. Development grants are allocated and managed at the district/municipal level by the 

education and health departments.  

22. A set of budget requirements set out the policies and principles for allocating funds to 

facilities, higher local government management, and sector development expenditures in line 

with policy priorities and standards.   

23. Each window of the grant has a new, enhanced allocation formulae.  The new formulae 

are set out below. 

Table 2. Enhanced Formulae for Grants 

Primary Education Non-Wage Recurrent (NWR) Allocation Formula 

Variable Weight Justification 

Population of school going 

age (Primary & Pre Primary) 

15 Proxy for the number of potential children who should be in school. 

Number of learners in 

primary school. 

75 The actual number of children in school, a key driver for operational 

costs 

Percentage of children 

passing Primary Leaving 

Examinations grade 1 to 3 

6 Those local governments with lower proficiency in English and Math 

will receive additional resources, which will help equalize key education 

performance outcomes 

Population in Hard to Reach, 

Hard to Stay Areas 

2 Mountainous, islands, rivers, and so on have peculiar terrain. Provides 

greater allocations to areas where costs are likely to be higher 

Land area 2 Cost indicator reflecting the cost of providing education, especially in 

sparsely populated areas with a large land size for example, Karamoja 

region 

Secondary Education NWR Allocation Formula 

Variable Weight Justification 

Population of school going 

age (Secondary) 

15 Proxy for the number of potential children who should be in school. 

Number of learners in 75 The actual number of children in school, a key driver for operational 
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Secondary school. costs 

Population in Hard to Reach, 

Hard to Stay Areas 

2 Mountainous, islands, rivers, and so on have peculiar terrain. Provides 

greater allocations to areas where costs are likely to be higher 

Land area 2 Cost indicator reflecting the cost of providing education, especially in 

sparsely populated areas with a large land size for example, Karamoja 

region 

Percentage of Candidates 

passing Uganda Certificate of 

Education in Division 1 

6 Those local governments with poorer exam results will receive additional 

resources, which will help equalize key education performance outcomes 

Allocation Formula for PHC NWR Grants 

Variable Weight Justification 

Population 60 Population represents the overall target beneficiaries, is an indicator of 

demand for health services & scale of services required 

Infant Mortality  7 Equalizing health outcomes: most of the causes of infant mortality are 

preventable using already proven interventions. These include 

immunization, ORS, nutrition and hygiene. Therefore, strengthening the 

health system will address the causes that enhance disparities in IMR. 

Poverty Headcount 2 Approximates socio-economic goal of increasing access for poorer 

communities 

Fixed Allocation 4 A fixed allocation to cover the running of the health department  

Number of HCIII and IV 25 A constant amount to cover the fixed cost of running a HCIII and IV, 

with 30 percent going to HCIII and 70 percent to HCIV 

Population in Hard to Reach 

Hard to Stay Areas 

2 Mountainous, islands, rivers, and so on have peculiar terrain. Provides 

greater allocations to areas where costs are likely to be high.  

Allocation Formula for Hospital NWR Grants 

Variable Weight Justification 

Population of HLGs with 

Public or PNFP Hospitals 
82 

Population of districts with hospitals represents a proxy for demand for 

hospital services and the scale of services required. 

Infant Mortality  10 

Equalizing health outcomes: most of the causes of infant mortality are 

preventable using already proven interventions. These include 

immunization, ORS, nutrition and hygiene. Strengthening the health 

system will address the causes that enhance disparities in IMR. 

Poverty Headcount 2 
Approximates socio-economic goal of increasing access for poorer 

communities 

Fixed Allocation 6 A fixed allocation to cover the running of the health hospital  

Allocation Formula for Education Development Grant 

Variable Weight Justification 

Population of school going 

age (Primary & Pre Primary 

& Secondary) 

64 Proxy for the number of potential children who should be in school. 

% Scoring Grade1 in UCE  6 Those local governments with lower proficiency in English and 

mathematics will receive additional resources, which will help equalize 

key education performance outcomes 
Percentage of children 

passing PLE grade 1 to 3 
6 

Population in Hard to Reach, 

Hard to Stay Areas 
2 

Mountainous, islands, rivers, and so on have peculiar terrain. Provides 

greater allocations to areas where costs are likely to be higher 

Land area 2 
Cost indicator reflecting the cost of providing education, especially in 

sparsely populated areas with a large land size  

Fixed Allocation 20 
To ensure that there is a minimum development grant allocation for each 

LG 

Allocation Formula for Health Development Grant 

Variable Weight Justification 

Population 25 
Population represents the overall target beneficiaries, and is an indicator 

of demand for health services and the scale of services required 
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Poverty Headcount 10 
Approximates socio-economic goal of increasing access for poorer 

communities 

Population in Hard to Reach 

Hard to Stay Areas 
5 

Mountainous, islands, rivers, and so on have peculiar terrain. Provides 

greater allocations to areas where costs are likely to be high.  

Population per HCIII, HCIV 

or Hospital 
50 

This is an indicator of the degree to which local governments are lagging 

behind in terms of access to a major health facility. 

Infant Mortality 10 

Equalizing health outcomes: most of the causes of infant mortality are 

preventable using already proven interventions. These include 

immunization, ORS, nutrition and hygiene. Therefore, strengthening the 

health system will address the causes that enhance disparities in IMR. 

 

24. The first dimension of UgIFT will deliver results on enhancing adequacy of fiscal 

transfers for education and health services from the Central Government. International 

Development Association (IDA) resources will help to secure the required annual increases in 

LG health expenditures:  

 Annual increase in sector conditional grants (wage, non-wage recurrent, and 

development) to LGs for education (four-year moving average) will reach 7.5 

percent by 2021/22.  

 Annual increase in sector conditional grants (wage, non-wage recurrent, and 

development) to LGs for health (four-year moving average) will reach 13.25 

percent by 2021/22.  

 Figure 4 illustrates the projected impact of these increases on the Program 

expenditures per beneficiary.  

 Figure 4. Improvements in Adequacy under UgIFT 

 
 

25. The second dimension of the Program will deliver results on enhancing equity of fiscal 

transfers for education and health services. The additional funding will be targeted to the 

least funded LGs using objective and equitable allocation formulae. This will achieve the 

following results over the lifetime of the project (Figure 6): 
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 For the education non-wage recurrent conditional grant, which supports the running costs 

of schools, allocations per child of school-going age for the 20 least funded districts will 

increase from 33 percent to 46 percent of the levels allocated to the 20 best funded. For 

the education development grant, which funds the equipping, rehabilitation and 

construction of school infrastructure, 21 percent of development grant transfers will be 

provided to the 30 least funded districts.  

 For health sector non-wage recurrent conditional grant which, among others, supports the 

running costs of health facilities, per capita allocations for the 20 least funded districts 

will increase from 22 percent to 38 percent of the levels allocated to the 20 best funded. 

For health sector development grant, which funds the equipping, rehabilitation and 

construction of health infrastructure, 35 percent of development grant transfers will be 

provided to the 30 least funded districts.  

 

26. The target ratios for reducing the horizontal inequities in allocations per beneficiary were 

chosen in a way consistent both with the new formulae for the grants and with the planned 

enhancement of their adequacy, which, in turn, is consistent with the Program’s expenditure 

framework and with the GoU’s plan for uplifting transfers. These ratios are more 

conservative compared to what the projected allocations according to the formulae would 

imply, to allow for an impact of unforeseen change in the variables affecting the allocations. 

Figure 5. Reduced Disparities in Non-Wage Recurrent Grants 

 
 

27. The third dimension of the Program will deliver results in terms of improvement in 

fiscal management of education and health services delivery by LGs as their resources 

are being increased. Enhanced fiscal management of resources is achieved through the 

introduction of an organizational performance assessment system; creating incentives through 

linking grant allocations to the results of the performance assessment; and targeted 

performance improvement programs.  

28.  The third dimension targets the procedures and systems used by LGs to efficiently 

manage education and health resources. It does not purport to directly change sector 

outcomes. Rather it should be viewed as necessary action which will focus specifically on 
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outcomes. It establishes managerial preconditions for improving access to health and 

education services, quality service delivery and quality infrastructure. Significant 

improvements in education and health outcomes – among others, access to primary schools, 

reduced repetition and drop out, improved learning and pass through to higher levels and 

access to well-staffed and resourced clinics and hospitals which follow accepted medical 

protocols—will require additional Government programs. 

29. Given these results, the final beneficiaries of UgIFT will be consumers of health and 

education services at the local level.  Those who will benefit the most will be those living in 

the most underfunded districts.  These consumers of primary health and education services 

will benefit progressively more as the allocation formula is phased in over several years.  

LGs will also benefit, being stronger institutions more capable at managing service delivery.  

Finally, UgIFT will improve the central government staff’s capacity to provide more 

equitable and efficient financing of these services.   

30. Over the longer run, the Program will provide a steady stream of enhanced incentives 

and funding to support the roll-out of more efficient and equitable formulae for 

allocating fiscal transfers.  These formulae will correct the chronic disparities in allocations 

between Districts and thereby enhance equity and improved management of LG resources for 

decentralized social services.  The Program approach will also create incentives for LGs to 

perform better in service delivery because the allocation of resources will be based in part on 

an assessment of their performance.  The Program also intends to make the selected fiscal 

transfers a “reform model,” which will create a demonstration effect leading to spillovers of 

good practices in financing decentralized service delivery through other grants to LGs. 

31. The Program will support the next stage of the reform (launched in 2016) in three 

sequential steps: 

Step 1:  Develop the new formulae for consolidated grants. The formulae will seek to 

strike a balance between reducing horizontal inequity (e.g., seeking to make per capita 

funding in the health and education sectors more equitable) and enhancing incentives to 

perform and accountability for the use of resources (e.g. rewarding the LGs which receive 

clean audits from the Auditor General, provide timely and accurate reporting on use of 

resources, and the results of the LG performance assessments).  

Step 2: Design the transitional arrangements for the phase-in of the new formulae.  

In order to facilitate adjustment by the LGs to the new rules for financing, the new 

formulae will be phased in gradually, over the course of several years. 

Step 3:  Enhance the efficiency of the transfer system. This will include revision of the 

guidelines and reporting arrangements for the new grants, development of institutional 

arrangements helping to ensure that the new formulae, guidelines and reporting 

arrangements are followed in practice, that release of funds by the central government to 

the LGs and by the LGs to the service unit. These efficiency improvements will be 

implemented according to the LG Performance Assessment Manual (published in January 

2017). 
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32. The Program will support four main activities to promote the government’s program.
4
  

These activities are:  i) Adoption of the policies for intergovernmental fiscal transfers reform; 

ii) Increasing budgetary allocations for decentralized service delivery; iii) Rolling out 

allocations formulae for the grants to LGs; and iv) Implementing the system for LG 

performance assessments.  The first activity, adoption of policies, is a prior result that will be 

completed in 2017, and which is a precondition for subsequent implementation of the 

Program.  The increase in allocations for decentralized service delivery and the roll out of the 

allocations formulae are determined in part by performance of LGs.  If, according to the 

assessment of LG performance, the LG has met performance-based criteria, then the 

allocation to that LG will be higher than if it did not.
5
 

33. The provision of additional funding will allow previously underfunded LGs to make 

more significant investments in health and education.  In many underfunded LGs, 

resources are lacking to carry out activities beyond maintenance and minor renovations.  

With the additional resources under the Program, LGs will be able to finance small scale 

construction such as primary schools and health centers.  

34. The Program supports the explicit objective of the overall IFTRP:  to “increase financing 

and revenue mobilization of [LGs] to match the functions of [LGs]” which commits the 

government to “redesign the fiscal decentralization architecture to provide for promotion of 

adequate and sustainable local government financing” and “review grants allocation formulae 

to promote adequacy in financing of decentralized service[s]” (also ref. NDP II, p. 235).  

These are set out in Table 3.   

Table 3. Elements of the IFTRP and Related UgIFT Program Activities 

Elements of the IGRFTP (Government’s program) The Scope of UgiFT 

1. The redesigning sectoral and discretionary transfers within a 

consolidated grant framework. 

i. The development of objective and equitable allocation formulae for 

all sector conditional grants and discretionary grants within a 

consolidated grant framework, following the rationalization of all 

sector conditional grants; and the merging of equalization and 

regional development grants. 

ii. The establishment of sectoral budget requirements instead of grant 

based input conditions.   

iii. The establishment of a transparent, rules based systems for 

management of LG transfers by central government.   

iv. The preparation of grant guidelines using a common approach for 

all grants 

Finalization of design of conditional 

grants in the education and health 

sectors and associated revisions to 

guidelines etc. 

Supporting implementation of 

redesigned conditional grants in the 

education and health sectors, 

including phasing in their allocation 

formulae. 

Strengthening of the management of 

fiscal transfers by MoFPED and the 

Ministries of Education and Health.   

                                                      
4
 The Program does not overlap with the Uganda Support to Municipal Infrastructure Development (USMID) 

Program (IDA/R2013-0054, March 28 2013.  USMID finances improvements to urban infrastructure which is 

outside of the scope of this Program. 
5
 The system proposed means that LGs with a performance score above the average score will receive additional 

funding and opposite. In a typical example a LG with a performance score of 10% above the average score will get 

about 5% additional funds compared with the basic formula allocation for the LGs with similar characteristics. In a 

case with performance 20% above the average about 10% additional allocations compared to the basic formula 

allocation (assuming that 50% of resources are allocated using the performance weighted formula). 



 

 

16 

 

Elements of the IGRFTP (Government’s program) The Scope of UgiFT 

2. Reviewing the fiscal decentralization architecture and 

determining estimating the cost of adequately financing those 

mandates relative to the overall budget. 

i. Reviewing LG mandates and estimating the cost of adequately 

financing those mandates relative to the overall budget.   

ii. Reviewing the overall legal and policy framework for local 

government revenues and expenditures and recommending changes  

Supporting the adequacy of health 

and education financing through 

providing finance for the 

implementation of the medium term 

plan for uplifting transfers in health 

and education.   

3. Establish a framework of performance incentives in the grant 

system to lever improved institutional and service delivery 

performance and accountability.   

i. Establishment of a 3 level performance assessment framework 

which assesses a) core budgetary and accountability requirements b) 

core and sectoral institutional performance and c) service provider 

performance. 

ii. Introducing performance incentives, including rewarding those local 

governments which plan for and implement programs well, in 

adherence to the legal and policy framework, and sanctioning those 

which do not.  

iii. Establishing a framework of “performance improvement programs” 

which target action to improve performance in LGs and areas which 

where performance is weak. 

Implementation and refinement of the 

annual assessment process and the 

linking of grant allocations to health 

and education to performance 

assessments. 

Development of the framework of 

targeted technical support to LGs and 

supporting its management and 

implementation. 

35. To verify implementation of these activities there will be three compound 

Disbursement-Linked Indicators (DLIs). The first two will focus largely on adequacy and 

equity of the grants to health and education sectors; the third DLI will focus on the improved 

management of LG resources for decentralized services in both sectors. The first components 

of the compound DLIs for health and education relates in part to the adequacy of funding of 

decentralized health and education services is improved through an increase in budget 

allocations.  The second and third components of the compound DLIs for health and 

education relate to implementation of the formulae over time thereby improving the equity of 

financing for non-wage recurrent and development transfers respectively.  The final DLI 

relating to the improved management of LG resources requires that the Annual LG 

Performance Assessments take place.   

36. Institutional arrangements for the Program will rely on existing processes but will 

include measures to improve the government’s capacity to use the additional PforR 

funds.  MoFPED will be the main implementing agency and will apply the grant allocation 

formulae approved by the sector and generate Indicative Planning Figures (IPFs).  The Office 

of the Auditor General will audit and report on the Program.  The Ministry of Local 

Government will coordinate and advocate for LGs and inspect, monitor and offer technical 

advice, support, supervision and training.  The Public Procurement and Disposal of Public 

Assets Authority (PPDA) will conduct procurement audits and offer supervision and training 

support.  The Ministry of Education and Sports and the Ministry of Health will confirm 

indicative Planning Figures for inter-governmental transfers to LGs and conduct physical and 

financial monitoring of activities implemented by LGs.  The Local Government Finance 

Commission will recommend to the President the amount to be allocated as equalization and 
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conditional grants and their allocation to each LG.  The Office of Prime Minister (OPM) will 

provide overall coordination of Monitoring and Evaluation (M&E) and performance 

assessments of LGs. Additional details of institutional arrangements are found in Section II 

C. 

37. The World Bank has incorporated inputs from the main stakeholders, including DfID, 

in developing this technical assessment.
 6

   The MoFPED has been the main counterpart in 

preparing the Program as it is responsible for the overall government FDS.  The health and 

education ministries provided inputs to the FDS in general, as well as to the fiscal transfer 

allocation formulae. 

 

 

Program Specific Relevance to National Priorities 

38. The GoU FDS covers intergovernmental fiscal transfers which account for 3.4 percent 

of GDP and, along with NDP II, provides the policy framework for the GoU reform 

program and its current effort to streamline fiscal transfer modalities.   The FDS was 

adopted in 2002 “to strengthen the process of decentralization in Uganda through increasing 

local governments’ autonomy, widening local participation in decision-making and 

streamlining fiscal transfer modalities to local governments in order to increase the efficiency 

and effectiveness of local governments.”  The FDS focuses on reforms of fiscal transfers 

from the central government to Uganda’s local governments (LGs).  Two substantial pieces 

of technical assistance work
7
 published in 2015 and 2016 support the goal of the FDS, in 

particular, improvements in the efficiency and effectiveness of the fiscal transfers system to 

promote the effectiveness of LGs.  

39. The proposed Uganda Intergovernmental Fiscal Transfer Program (UgIFT) has high 

strategic relevance because it will address the binding constraint of low and inequitable 

levels of funding for health and education at the local level.  Funding levels for social 

services in most LGs are too low to achieve improvements in outcomes.  This binding 

constraint has been identified by the Systematic Country Diagnostic, prioritized in the 

Country Partnership Framework (CPF) – 2016-2021, and highlighted in the 2009 World 

Development Report (WDR) on the Geography of Economic Development. Specifically, the 

Program addresses three constraints that have a major adverse impact on service delivery in a 

large number of districts:  i) the large-scale horizontal inequities in the per capita amounts of 

transfers received by the districts; ii) the inadequate level of per capita social expenditures in 

poorer districts; and iii) the lack of transparency in design of the transfers, including 

allocation formulae, reporting, and accountability mechanisms as well as a lack of efficiency 

in their implementation.   

                                                      
6
 DfID is supporting the Program through technical assistance to preparation and implementation of the Program, 

including the allocation formulae and LG performance assessments.  DfID is not providing financing.  
7
 Republic of Uganda: Consolidation of Intergovernmental Fiscal Transfers in Uganda - Advisory Services 

Document, May 2015, and Republic of Uganda: Reform of Intergovernmental Fiscal Transfers in Uganda - Advisory 

Services Document, June 2016. 
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40. The Program will address the National Development Plan II (NDP) strategic objective 

4:  Strengthen mechanisms for quality, effective and efficient service delivery.  The 

Program’s support will help meet NDP II’s explicit objective to “increase financing and 

revenue mobilization of [LGs] to match the functions of [LGs]” which commits the 

government to “redesign the fiscal decentralization architecture to provide for promotion of 

adequate and sustainable local government financing” and “review grants allocation formulae 

to promote adequacy in financing of decentralized service[s]” (NDP II, p. 235).   

41. The Program will support two CPF objectives: “Enhancing Economic Governance and 

Fiscal Management” and “Improving Social Service Delivery.”  Reduction in horizontal 

inequities in per beneficiary spending on social services across districts will directly 

contribute to achieving the CPF objectives.  The Program’s focus on improving the financing 

of service delivery, enhancing value for money (VfM), and reducing inequities in public 

spending on social services will help to achieve the twin goals of ending extreme poverty and 

promoting shared prosperity in a sustainable manner. The Program’s focus on support to 

implementation of the reform will contribute to closing “implementation gap”, an issue 

identified in the CPF as one of the main challenges faced by the country. 

The Strategic Importance of the Issues the Program Will Address 

42. There is significant inequality between regions, and between rural and urban areas in 

Uganda, which are major constraints to long-term economic development.  The 

sustained conflict in the North held the region back by several years, resulting in slower 

increases in incomes and high poverty levels.  In 2006, approximately 60 percent of the poor 

lived in the northern and eastern parts of the country.  Seven years later, this proportion 

increased to 84 percent.  The differences in welfare between rural and urban areas are 

similarly pronounced in income as well as non-income dimensions.  In 2015, public spending 

per capita on health and per child in education differed by a factor of more than 10 across 

districts. This leads to a major disparity in the level of services, e.g., the share of babies 

delivered in public health facilities varies from 4 to 94 percent, and the number of students 

per primary school teacher varies from as low as 32 to as many as 100 across districts. About 

one third of positions in local governments are currently vacant, and the share of vacancies 

varies a lot across districts, also affecting equality of outcomes. 

43. As part of improved targeting, the CPF emphasizes that equity in spending and quality 

of connective infrastructure and social services needs to improve, especially in 

underserved rural areas and in the North and East.  Access to savings instruments and 

microfinance, improvements in quality and efficiency of public services, and well-targeted, 

fiscally sustainable safety nets can help the poor and vulnerable to diversify their assets and 

counter vulnerability.  The Program will promote improving the targeting of these 

interventions will lead to broader, longer-term objectives such as lower fertility. 

44. The Program will contribute to a “demographic dividend.”  Uganda has a very high 

fertility rate and one of the youngest populations in the world, hence very high number of 

dependents per worker. Uganda’s population density is increasing, but with a low rate of 

urbanization.  Uganda’s population density is already higher than that of Western Europe and 

China, and it is growing rapidly.  Because Uganda is landlocked, it is disadvantaged in 
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generating a manufacturing sector that would support urban populations.  In order to change 

its population age structure faster and minimize the risks related to rising population density, 

Uganda needs to accelerate the shift from high to low levels of mortality and fertility. The 

resulting changes in the age structure of population may bring about a “demographic 

dividend” that can be captured to produce a virtuous cycle of economic growth and poverty 

reduction. The Program will help achieve this demographic dividend by, among other things, 

empowering girls and women through increased investment in their education and skills and 

health, by ensuring equitable allocation in underserved districts. This would particularly 

benefit poor households which, on average, have higher fertility.  Demographic transition and 

accelerated urbanization usually work in synergy. 

45. The weak access to public services by poor households living in rural areas is, in large 

part, because of deficiencies in the intergovernmental transfer system.  This problem has 

been exacerbated by the rapid increase in the number of districts over the last two decades 

(now numbering 133).  Although the provision of social services is largely decentralized in 

Uganda, financing is heavily centralized because, as stated earlier, LGs have a limited ability 

to generate their own revenues.  Despite this mode of financing, horizontal inequities remain 

large. 

46. Bringing every district up to the outcome-to-spending ratio of the districts that perform 

very highly in both health and education sectors could save about 0.8 percent of GDP 

per annum.   Such potential financial gains, on their own, justify financial involvement of 

the Bank.  Beyond that, the predictable and steady change in path-dependent budget 

allocations to local governments in order to reduce horizontal inequities, combined with a 

sustained strengthening of incentives of the LGs to enhance VfM, are critical for maximizing 

the actual gains.  The P4R financing is also better positioned for such purposes than either a 

DPO or an IPF, and is therefore more appropriate to for this operation. 

 

Analytical Work and World Bank Experience Supporting the Technical Soundness of the 

Program 

47. The technical soundness of the Program is built on proven development concepts as laid 

out in the WDR 2009 and on specific diagnoses of Uganda as presented in a body of 

World Bank analytical work: 

 Public Expenditure Review (PER) 2013—“Service Delivery with More Districts in 

Uganda: Fiscal Challenges and Opportunities for Reforms” developed a set of 

institutional and fiscal policy recommendations for the reforms of fiscal 

decentralization framework. 

 Uganda Programmatic Public Expenditure Review-June 2016 

 Consolidation of Intergovernmental Fiscal Transfers in Uganda - Advisory Services 

Document, May 2015 

 Reform of Intergovernmental Fiscal Transfers in Uganda - Advisory Services 

Document, June 2016  
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And in two strategy documents: 

 Country Partnership Framework (CPF) 2016-2021 

 Fiscal Decentralization in Uganda, Strategy Paper, March 2002 

48. This analytic work underscores the urgency in remedying the extremely low funding 

levels of social services for poor districts.  With per capita funding for health and education 

as low as US$1-3 annually in some poor districts, it is impossible to achieve positive 

outcomes.  In terms of sequencing interventions, therefore, the increase in funding supported 

by the Program is the first issue to be addressed before any improvement can be expected in 

health and education outcomes. 

49. Stakeholders will have strong incentives under the Program to ensure that the 

improved allocation of fiscal transfers promoted by the Program succeeds.   The 

formulae for conditional grants will include performance-based components.  Criteria include 

basic performance measures such as construction or renovation of school and health facilities 

(criteria to be updated in December). The central government is responsible for carrying out 

performance assessments and this task forms a DLI for the Program. 

International Experience Underpinning Technical Soundness 

50. An important caveat from the analytical work is that intergovernmental fiscal transfers 

differ greatly from country to country, therefore, lessons from international experience 

need to be interpreted with caution.  In particular, there will be differences in the political 

autonomy and revenue raising capacity of local governments.  A recurring theme in 

international examples from Tanzania to Sweden is the difficulty of managing incentives in 

the grant system. Another is the need to maintain a simple formula that is linked to the 

objectives of the grant.  The development of the allocation formula incorporates 

considerations that are expected to meet Program equity and improved fiscal management of 

resources objectives.  

51. In practice, countries all over the world have found it difficult to define and equalize the 

revenue capacity and expenditure needs of local governments. Shah (in Kim & Lotz 

2007:59) suggests that “Fiscal need compensation can be more simply and objectively 

achieved on a service by service basis for major local merit services such as education, 

health, infrastructure etc.
8
  Such grants can use simple and objective service-based indicators 

such as school age population for school finance, weighted population with greater weights 

for infants/children and senior citizens for health finance etc.” In Uganda, data constraints 

mean that using relatively simple proxies of overall need, such as differences in number of 

potential users (population, children, etc.) and poverty rates, may be most realistic.    

Other relevant considerations for pursuing more equitable formulae include:  

 Estimating cost differences between local governments is not straightforward: 

costs of service provision can differ between local governments and may need to 

reflected in the allocation formulae. Many countries add resources for small, or 

                                                      
8
 Kim, J. and Lotz, J. eds. 2007. Measuring local government expenditure needs: The Copenhagen Workshop 2007. 

Copenhagen: Ministry of Social Welfare. 
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sparsely populated regions where services are expected to cost more (Kim & Lotz 

2007).   

 Complexity in the allocation formula is not necessary: the experiences from many 

countries have shown that 7-10 criteria can explain most of the variations in 

expenditure needs (Steffensen 2010)
9
.  

 Negative incentives for local government behavior are widespread: All systems 

will be subject to ‘gaming’ where local governments try to maximize the returns 

from the system, while minimizing effort (Hood 2006)
10

. Common pitfalls in 

equalization include incentives to collect less local revenues, maintain inefficient 

practices, increase spending unsustainably, or allocations through ad hoc political 

decisions as part of the budget process (e.g. Argentina). Neither of these alternatives 

fits the context in Uganda where local governments are financed predominantly by 

grants using agreed allocation formulae (much like in South Africa).  

 Not all inequities can be addressed through the grant system. For example, 

inequities may result from local policy decisions.  In Uganda, some LGs are less 

efficient providers of health and education services than others regardless of the 

financial resources they receive (World Bank 2013). Attempting to address all of 

these issues will either overcomplicate the equalization process or undermine it by 

promoting poor incentives (some could be addressed through performance-based 

components of the grants).  

52. One particularly poor practice is to use the availability of infrastructure as criteria for 

equalization.  In general, countries have had negative experiences using the availability of 

infrastructure as a direct criterion for allocation (Steffensen 2010). Firstly, capital expenditure 

needs are difficult to conceptualize and measure, but also vary widely between local 

governments areas. For this reason, capital expenditure needs are not included in Australia 

(Schroeder & Smoke 2002). Secondly, allocations based on existing infrastructure (or 

infrastructure gaps) create potentially damaging incentives or preserve existing inequities. 

For instance, if “a higher concentration of schools, classrooms or water facilities causes a 

reduction in the grants, the [district] will have no incentive to improve service provision as 

they will be ‘punished’ by a reduction in their grant allocation in the subsequent years” 

(Steffensen 2010). There is also the risk that capital and recurrent grants are not well 

coordinated, meaning that infrastructure is not maintained (Boadway & Shah 2007)
11

.  

53. In conclusion, it is better to develop variables based on defined cost drivers, outputs, 

outcomes or other ‘exogenous’ measures linked to the target population of the service. 

To cater for higher levels of need in some regions because they are underdeveloped, the 

sector indicators could be combined with proxies for poverty, like income and consumption 

statistics. The formulae used to allocate resources should be simple to understand and should 

produce consistent allocations between recurrent and development grants, being careful to 

                                                      
9
 Steffensen, J. 2010. Performance-Based Grant Systems – Concept and International Experiences. UNCDF. 

10
 Hood, C. 2006. Gaming in target world: the targets approach to managing British public services. Public 

Administration Review, 66(4), pp. 515-521. 
11

Boadway, R. and Shah, A. eds 2007. Intergovernmental fiscal transfers: principles and practice. Washington D.C.: 

World Bank 
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avoid large development transfers without funding to maintain new infrastructure. The goal 

of promoting greater equity should not create incentives that negatively affect performance, 

like over-staffing schools.  

54. Performance-based grants have been used to provide incentives for improved LG 

management, governance and PFM processes.  Performance-based grants have been 

promoted by development partners (including the World Bank) in many countries, including 

the successful case of Uganda’s LGDP in the late 1990s.  With performance-based grants, 

access to additional financing is conditional meeting a set of performance criteria. Criteria 

typically relate to participatory planning, budgeting, financial management, procurement, 

budget execution, revenue mobilization, audit performance and service delivery.  In the case 

of service delivery, performance is measured not through meeting specific outputs targets, 

but rather measures such as implementation ratio, progress on linking investments with 

maintenance, monitoring etc.).  In this way, performance-based grants focus on the drivers of 

change for effective planning and utilization of funds and institutional strengthening.  

55. Selecting and monitoring the right criteria is essential for results-based and 

performance-based financing. The weighting and number of criteria used for these schemes 

range widely between countries.  Getting the wrong indicators potentially diverts resources 

from other services – for example a focus on malaria could divert resources away from 

neonatal care. It may also result in inequitable allocations or perverse incentives. This points 

to the need for strong monitoring systems and will require the involvement of a wide group 

of stakeholders. It also suggests that attempts to roll out results-based financing should be 

piloted and refined before being scaled up to all local governments in a given sector. The 

experiences also point to the importance of having a strong and neutral system in place for 

performance assessments, verification of results and effective decision-making.   

World Bank Experience in Fiscal Decentralization 

56. The Program exploits the Bank’s comparative advantage in supporting fiscal 

decentralization.   The World Bank has been closely involved in a fiscal decentralization 

policy dialogue with the GoU, and has assisted the Government in its efforts to build the 

momentum for reforms.  The FY13 Public Expenditure Review “Service Delivery with More 

Districts in Uganda: Fiscal Challenges and Opportunities for Reforms” developed a set of 

institutional and fiscal policy recommendations for the reforms of fiscal decentralization 

framework.    

57. The World Bank has also supported design and adoption of the first stage of the reform 

with technical assistance and development policy financing.  In March 2015 – June 2016, 

the World Bank provided technical assistance to the Government in development of the new 

consolidated framework for the grants, development of formulae, grant conditions, budgeting 

and reporting guidelines for the new framework. The First Fiscal Decentralization, 

Governance, and Service Delivery Development Policy Operation was prepared to support 

implementation of the first stage of the fiscal transfers’ reform.  Although its approval has 
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been delayed, the associated prior actions have been implemented.  A second operation was 

planned for the following year.
12

 

58. The Bank, jointly with DFID, has been also supporting the reforms of the system at the 

critical second stage to help address the inefficiencies of intergovernmental transfers.  

The fiscal transfer system has been redesigned, but the new formulae for the transfers have 

not yet been fully executed and only limited additional resources have been allocated to the 

local governments to support their execution. Budget requirements have been established, but 

they need to be enforced.   The process needs to be managed effectively for the reforms to 

deliver change.  In terms of securing the reform gains thus far, and to ensure they are 

implemented as intended it is important that transfers are well-managed and the reforms are 

effectively coordinated which includes: 

 Establishing performance incentives linked to the transfer mechanism: support the 

design of a performance framework for transfers, which will leverage improved 

institutional and service delivery performance and the management of the 

performance assessment processes as they are piloted and rolled out.   

 Securing agreement for medium term plan for rolling out formulae, including wage 

and non-wage recurrent allocations, and restoring the adequacy of transfers over 

time as envisioned in the National Development Plan II (NDP II) and ensuring that it 

is implemented through the MTEF.   The 2017/18 allocations need to show a 

significant reduction in disparities across LGs, as per the Program results 

framework, and be sustained over the medium term. 

Technical Soundness in attaining the Program Objectives through the Allocation Formulae 

59. The allocation formulae will address the large horizontal inequities in per capita 

funding for social services, which is the single most serious problem with inter-

governmental transfers to the LGs.  Stepping up local development spending during the 

first years of the reform implementation will be critical for reducing these disparities.  Global 

experience shows that it may help to reduce fiduciary risks if the Program also finances a 

substantial portion of these grants.   

60. The allocation formulae, which are expected to efficiently lead to achievement of the 

Program’s objectives are being developed through a rigorous process with substantial 

stakeholder involvement.  The main formula criteria will be based on the following 

principles:  

(a) Formulae will be simple and transparent 

(b) Allocations will be equitable within the resources available 

(c) Variables will be exogenous to influence from LGs and avoid disincentives to 

improve service delivery 

(d) Formulae will support predictable and politically viable allocations.   

                                                      
12

 A concern arising in another project triggered an Inspection Panel review that temporarily halted processing of this 

operation and provision of all budget support. 
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Additional details on the allocation formulae are provided in Annex 2. 

61. To ensure Program support across all stakeholders, the Program will require that fiscal 

transfers to the best funded LGs do not decline, at least in nominal terms.  There is a 

legitimate concern amongst stakeholders in the best funded LGs that increasing allocations 

for poor LGs means a reduction in allocations for their LGs.  Thus, an important feature of 

the Program is the requirement that there not be any “loser” LGs and the fiscal allocations are 

improved. 

Phasing in the New Formulae for Allocation to Individual LGs 

62. To ensure efficient implementation, the Program design will follow a two-step approach 

to generate improved LG allocations: 

 First, the increase in total grant funding is allocated to LGs receiving less than what 

they would have received under the new formulae. Then the corresponding LGs 

share of allocations is calculated. This allocation is proportionate for each LG, such 

that those that are furthest below the funding level receive get proportionately more. 

 Second, for each year the percentage of the grant allocation to which the new 

formula is to be applied is specified.  The result is that the actual allocation gradually 

reaches the LG’s share under the new formula. 

63. Resources are allocated in two steps in order to ensure that additional increments are 

targeted firstly at LGs that currently get a smaller share of resources than they would 

under the new formula.  In theory, if the increase in the total LG grant is large enough, the 

formula could be implemented in full using the first step.  However, in practice, given the 

extent of the disparities, the second step will be required, which will likely mean reducing 

some real (but not nominal) LG allocations in order to lift up the other LG allocations to the 

shares they would receive under the formula.  

64. Example of two-stage allocation approach.  Consider an LG that should receive 0.9 percent 

of the total national grant allocation under the new formula, but currently receives 0.5 

percent.   

Step 1: part of this shortfall will be compensated for, such that its share could rise to 0.6 

percent.   

Step 2: If the formula is phased in over three years (at 33 percent per year), the LG share 

in the next year will be 0.6 percent*(0.67) + 0.9 percent*(0.33) = 0.7 percent.   

Step 3: The next year would be calculated 0.6 percent*(.33) + 0.9*(0.67) = 0.8 percent.   

Step 4: In the next year, the allocation share would reach the target 0.9 percent. 

 

65. MoFPED will be responsible for monitoring the Program.  MoFPED is fully capable of 

monitoring the Program as part of its regular operations.  It will also be able to track the 

easily measurable DLIs.  Program monitoring reports will be produced quarterly and shared 

with the Bank.  Line ministries in education and health will also monitor LG use of funds 

along with the Local Government Finance Commission.  
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Uganda Local Governance Structure 

66. Figure 6 shows the structure under which fiscal transfers will take place. 

Figure 6. Intergovernmental Fiscal Transfers Reform Program (IFTRP) 

 

67. Within this local government structure, the Development Transfer Budget (DTB) has a 

defined process for implementation as laid out in Uganda’s fiscal reform program, 

which the proposed Program will follow.  At the beginning of the budget cycle, LGs are 

provided with a draft DTB.  The DTB is divided as follows:  i) The Local Development 

Grant Budget, providing discretionary development financing to lower local governments 

using LGDP modalities; ii) Sector Development Grant Budgets, providing funds for specific 

sectoral investments, whose guidelines are reviewed to make them more in line with Local 

Development Program (LGDP) modalities.  This structure is agreed with Local Governments 

before the beginning of the budget cycles.  The Draft DTB provides indicative ceilings for 

the medium term.  Different Levels of LG are given the responsibility for planning for a 

specific proportion of the sector grant allocation (which will vary from sector to sector), and 

this is indicated in the DTB structure.  The discretionary Local Development Grant (LDG) 

should provide adequate flexibility for the local governments to ensure that, overall, 

investments are made in line with local priorities, provided that the correct balance of 

allocation of funds between sector development grants and the LDG in the DTB is found. 

68. The Grant and Budget Cycle, in a typical year will involve: 

 National Budgeting for Local Government Grants: This process starts with the annual 

negotiations between central government and LGs, chaired by the LGFC on conditional 
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grants, and associated guidance, which should take place in August each year.  This will 

inform any revisions to grant guidelines. Alongside this any new data required in formula 

calculations will be collected. In September each year, MoFPED prepares the first budget 

call circular, which will involve updating the MTEF with aggregate grant allocations 

from the Medium-Term Plan for uplifting transfers and phasing in the formulae.   From 

this the first set of Indicative Planning Figures (IPFs) will be generated on OTIMS for use 

in LGBFP preparation.   In September of each year the Regional Budget Framework 

Paper Workshops take place, and these represent an important opportunity to disseminate 

revised grant guidelines and IPFs. Following the preparation of National and Local BFPs, 

and feedback from Parliament, the IPFs are updated in the second budget call circular for 

preparation of the Draft Budget. These will also be adjusted based on the results of the 

Annual Performance Assessment. IPFs are finalized by MoFPED following the 

submission of the draft budget to Parliament in June.   

 LG Budget Preparation: LGs prepare their BFPs, using a consultative process, between 

September and November each year. Following receipt of the second IPFs they prepare 

draft Annual Workplans and Budgets which form the basis of the Performance Contract 

signed between the LG accounting officer and the PS/ST.  The draft performance contract 

is submitted in March. LGs finalize their performance contracts, workplans and budgets 

based on the final IPFs and the feedback from the assessment of budget requirements (see 

below). LGs currently prepare the budgets on the Output Budgeting Tool (OBT), which is 

due to be replaced by the Performance Budgeting System (PBS) from 2018/10. 

 Grant Releases: MoFPED issues quarterly expenditure limits in the first month of each 

quarter and load them onto the IFMIS. Local Governments then prepare warrants on the 

system, after which releases are made by MoFPED.   

 Budget Reporting: Local governments prepare quarterly progress reports on revenues, 

expenditures and outputs by the end of the month of the close of the quarter using the 

OBT/PBS.  
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Table 4 Timeline of Program Activities 

 

 

69. The roles of the relevant government agencies within the Program (MoFPD, AG, 

MoLG, PPDA, and the education and health ministries) are well-defined.  The main 

responsibilities for each ministry as they may apply to the Program are delineated below.  

There are also specific institutional arrangements for the LG performance assessments which 

are critical to allocation of fiscal transfers as well as to evaluation of the Program.  The 

details of these arrangements are summarized in Annex 5.  Verification protocols for the 

disbursement-linked indicators are found in Table 6. 

(a) Ministry of Finance, Planning, and Economic Development 

 Prepare a statement of the resource to be approved by Parliament to be used to 

prepare the budget for the next financial year; 

 Issue overall (Local) Government budgeting guidelines 

 Apply the grant allocation formulae approved by the sector and generating 

Indicative Planning Figures (IPFs) 

 Release Funds to all Votes 

 Publish information regarding budgets and budget execution e.g. to the ministry 

website, newspaper; 
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 Take measures to implement the recommendations of Parliament in respect to 

the report of the Auditor General of the preceding financial year on the 

management of the Treasury 

(b) Office of the Auditor General 

 Audit and report on the public accounts of all public offices in Uganda 

 Conduct financial, VfM audits and other audits such as gender and environment 

audits in respect of any project involving public funds 

 Submit to Parliament annually a report of the accounts audited by the OAG. 

(c) Ministry of Local Government 

 Coordinating of and advocating for LGs 

 Inspect, monitor and, where necessary, offer technical advice, support, 

supervision and training related to local government management 

(d) Public Procurement and Disposal of Public Assets Authority (PPDA) 

 Issue procurement and disposal of public assets guidelines 

 Conduct procurement audits 

 Inspect, monitor and, where necessary, offer technical advice, support, 

supervision and training related to procurement 

(e) Ministry of Education and Sports and Ministry of Health 

 Confirm and submit to Ministry of Finance the Sector guidelines and Indicative 

Planning Figures for inter-governmental transfers to Local Governments 

 Review of the LG draft BFP Papers and draft budgets to check compliance with 

the budgeting requirements 

 Conduct physical and financial monitoring of activities implemented by LGs 

 Inspect, monitor and, where necessary, offer technical advice, support, 

supervision and training related to the respective sectors mandates 

(f) Office of Prime Minister 

 Coordinates the LG performance assessment task force and the reviews of the 

Comprehensive Local Government Performance Assessment (CLGPA) 

(g) Local Government Finance Commission 

 Recommend to the President the amount to be allocated as equalization and 

conditional grants and their allocation to each LG 

 Mediate in case a financial dispute arises between LGs and advise the Minister 

accordingly. 

 Analyze the annual budgets of LGs to establish compliance with the legal 

requirements and notify the Councils concerned and the President through the 

Minister for appropriate action. 
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 Recommend to the President through the Minister, the percentage of the 

National Budget to be transferred to LGs every financial Year. 

(h) Local Governments 

 Implement renovations to social service infrastructure, as well as small scale 

construction of primary schools and health centers.  (The latter is made possible 

through higher levels of funding under the Program.). 

Government Capacity to Implement the Program 

70. With the roles of relevant government agencies in the Program well-delineated, the next 

issue is the key agencies’ capacity to carry out these roles, in particular the MoFPED 

and the MoH and MoE.  According to the “Paper on Institutional and Capacity Building 

Needs Assessment for MDAs Responsible for Operation the Intergovernmental Transfer 

System” (February 2017), all three agencies have adequate numbers of qualified staff to carry 

out most responsibilities under the Program, but additional capacity will be needed in several 

areas as discussed in the following paragraphs. Inadequate capacity in some areas might lead 

to, for example, late release of funds to LGs.  This is a major concern because late release of 

funds results in poor absorption of funds and late submission of quarterly accountability 

reports.  MoFPED needs to ensure a well-running process that aims at releasing funds at the 

beginning of each quarter. 

71. Program implementation at MoFPED will be handled mainly by the Budget Policy and 

Evaluation Department (BPED) and the AG.  The BPED will need to build capacity in 

several areas, particularly as related to the new Performance Based System (PBS).  BPED has 

25 established staff and 12 support staff.  The established staff are well qualified with 

relevant Bachelor and Masters University degrees.  In addition, the staff have for many years 

received substantial on the-job training from their senior supervisors.  Despite this training, 

the staff may need continuous training in the application of the new PBS and be able to adapt 

any new updates.  The capacity to apply the PBS will, in turn, affect BPED’s ability to 

implement the Program.  BPED’s specific skills gaps for the smooth implementation of the 

Program include:  

 Performance budgeting 

 Application of new PBS  

 MS Access skills (for PBS and OTIMS), 

 M&E skills (for some staff) 

 Financial reporting and Budget performance analysis (for some staff). 

MoES and MoH’s Capacity to Perform Intergovernmental Fiscal Transfer Roles 

 

72. MoE and MoH have sufficient personnel to fairly perform the more routine roles for 

the Program including: issuing grant information and LGs budget requirements, provision 

of data for formulae variables, and facilitating consultations with LGs during the LG BFP 

regional workshops.  Where these ministries lack adequate capacity is in reviewing LG draft 

BFP Papers and draft budgets, work plans and check compliance with the budgeting 



 

 

30 

 

requirements and sector guidelines, which is a critical in the Program.  These documents can 

be voluminous and require a large number of staff hours to review.  

73. Increased Tools and Systems will also be required for Program implementation.  For 

effective implementation of the Program the MoH and the MoE will need computers and 

accessories; transport means (6 and 8 for MoES and MoH), respectively. The MDAs will 

apply the newly installed PBS which will replace the OBT as from FY2017/18, the LGs will 

apply PBS in the FY 2018/19. The new PBS has an advantage of being web based and will be 

interfaced with IFMS thus capable of generating Program report easily and minimizing 

human error. The implementation of PBS should be informed by the previous challenges of 

implementation of IFMS.  MoEs and MoH will need to train their staff. 

74. The Government has been gradually building capacity not only as it carries out the 

ongoing program, including the preliminary stages of the reform, but also through 

support from the World Bank and DFID.  The Government has demonstrated capacity and 

commitment by, among other things, developing allocation formulae that will correct 

disparities in fiscal transfers.  The World Bank and DFID are working together in the effort to 

build capacity that will improve the fiscal transfers system.  Through Overseas Development 

Institute’s Budget Strengthening Initiative (BSI), DFID is currently supporting efforts that 

will improve the ability of the Ugandan authorities to carry out the Program.  This BSI is 

closely tied to the Program also in that the results of the BSI may serve as a basis for advance 

disbursements of the Program.  The BSI work plan sets out the main reform activities which 

are led by MoFPED, involve all aforementioned central agencies, and the work is focused on 

five interrelated areas: 

 Management of Local Government Transfers and the Coordination of Reform: 

support to MoFPED over the course of budget preparation to revise the allocation 

formulae, ensure the disbursement of transfers transparently as planned, lead and 

coordinate the reform process and revitalising coordination bodies; support sector 

stakeholders and ensure ongoing adaptation and learning based on experience.   

 Establishing Performance Incentives Linked to the Transfer Mechanism: 

support for the design of a performance framework for transfers which will help 

improve institutional and service delivery performance and support to the 

management of the performance assessment processes as they are piloted and rolled 

out.   

 Addressing Poor Performance in Local Governments: support for design and 

coordination of a LG performance system within the existing government review 

processes and create mechanisms for targeting monitoring, follow up and capacity 

development activities based on poor performance within and across local 

governments.   

 Combined Systems Development and transfers: includes the transfer of 

management and oversight of technology tools, the development of IT based tools to 

support the reform including further functionality for the Online Transfer 

Information Management System (OTIMS), a Performance Assessment 

Management System; and other relevant functionality on the Budget Website. 
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 Enhancing timeliness of release of funds. Strengthening MoFPED systems to 

eliminate delays in releases, which sometimes reach several weeks for the 

development grants, inhibiting efficiency of the use of funds.  

Government Commitment to the Program 

75. The government is highly committed to fiscal transfers reform as demonstrated by the 

significant progress in 2015-16, which includes the following: 

 Local government grants have been consolidated.  A framework has been established 

in which the vast majority of transfers will have rules based allocations.  Conditional 

grants have been combined into three types (wage, recurrent non-wage, and 

development) for five sectors (health, education, water and sanitation, roads, and 

agriculture and natural resources). 

 All unconditional and sectoral conditional grants have been redesigned, including 

new more equitable allocation formulae and sectoral budget requirements which will 

serve as grant conditions. These have been formally approved by sector ministries.   

Sector grant and budget guidelines have been prepared for all local government 

sectors and departments within the consistent framework.    

 A consolidated and highly progressive Discretionary Development Equalization 

Grant (DDEG) has been introduced and approved, which required agreement from 

several institutions who had oversight over separate discretionary grants.   

 The LG budget allocations have been approved by Parliament for 2016/17 and are 

based on the staged introduction of formulae over time within the new consolidated 

grant framework, which will improve equity over time, but not reduce funding for 

existing services and staff. The new formulae for all sector development grants, the 

DDEG and non-wage recurrent unconditional grants have been implemented in full 

in 2016/17 Budget.  This means that development allocations are equitably 

distributed and targeted on areas which need infrastructure the most, and 

unconditional grants are adequate to cover the running costs of LGs. 

 Transparency in grant allocations have been improved through the Online Transfer 

Information Management System (OTIMS), which also ensures allocations are rules 

based, and allows iterative testing of formulae. 

 Local governments accounting officers, finance officers and planners have been 

trained in the reform.  Local governments have been preparing their budgets in the 

context of the new grant guidelines.  

 An independent assessment of LG budget and accountability requirements is 

underway to ascertain the degree to which local governments have adhered to budget 

requirements in their draft budgets and additional core accountability requirements 

from the Public Financial Management Act. 

 Establishment of an inter-ministerial LG Performance Assessment Task force. 
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76. Government Commitment to the reforms is also evidenced by actions of the MoFPED in 

the implementation of the Online Transfer Management Information System (OTIMS).  

Central to the progress of the reform has been the strong leadership from MoFPED.  This 

commitment came primarily from the Director Budget at the beginning.  Combined with this 

leadership, the team in the Fiscal Decentralization unit in the Budget Policy and Evaluation 

Department have been essential partners in ensuring the required bureaucratic action to 

deliver reform.  The other main key to success was the OTIMS which helped enforce the 

implementation of rules based allocations, where there had previously been a degree of 

informality.  The realization and acceptance by line ministries that allocations must be done 

through the system was key.   The system allowed rapid adaptation and iteration of 

allocations that were near to the draft budget estimates, with the involvement of line 

ministries helped build legitimacy and acceptance. 

77. Government commitment is further demonstrated by its plan for continued 

implementation of the reform to be supported by the Program:   

 Designing and thoroughly implementing the medium-term plan for rolling out 

formulae, including wage and non-wage recurrent allocations, restoring the 

adequacy of transfers over time and ensure this is implemented through the MTEF.   

 Establishing performance incentives linked to the transfer mechanism through 

design and implementation of a performance-based components for grants to local 

governments, which will lever improved institutional and service delivery 

performance.  

 Refining and continuously enforcing budget and accountability requirements through 

regular assessments of accountability and budget requirements. 

 Addressing poor performance in local governments through design of a local 

government performance system within the existing government review processes, 

and through creating mechanisms for monitoring, follow up and capacity 

development activities based on poor performance within and across local 

governments.   

 The continued development of the information systems for management of fiscal 

transfers and performance assessments. 

Technical Safeguards against Fraud and Corruption 

 

78. The establishment of OTIMS has been an important step toward greater transparency 

in the fiscal transfer system.  Thus far, OTIMS has been developed to fulfil two main 

functions:  i) as a database to allow users to access, view and compare sector statistical and 

transfer information by local government; and ii) as a tool to help develop formulae for 

transfers – allowing simulations of the grant allocations under the new formulae and the 

impact of phasing in new formulae.  OTIMS is also intended to increase the transparency of 

management of allocation formulae.  Some sectors have reported that though allocation 

formulae exist, actual allocations are adjusted based on ad hoc requirements, which has made 

funding less equitable.  Increasing the transparency over allocation formulae would help 

ensuring that objective and rules-based allocation formulae are maintained, adjusted and 
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adhered to over time.  In addition, a portal on the Uganda Budget Website 

(www.budget.go.ug) should act as a central repository for the public to view sector 

performance, financial information and other information relating to allocation formulae.  It 

is currently possible to access OTIMS as a guest user to view data and allocation formulae.   

79. The LG Performance Assessment Manual (LGPA)
13

 will generally support improved 

processes that will enhance good governance and anti-corruption.  The LGPA enforces 

strong budget and accountability requirements that promote the appropriate use of fiscal 

transfers.  These requirements on the budgeting side include: balancing total work plan 

revenues and expenditures balance, with correct delineations between wage, non-wage 

recurrent, GoU and donor development, and adherence of the LG annual work plan for the 

development grant to the government’s investment menu and budget guidelines for the fiscal 

year.  On the accountability side requirements include:  the LG has submitted a draft annual 

performance contract of the forthcoming year by April 15, the LG has submitted a draft 

Budget that includes a Procurement Plan for the forthcoming FY, and the LG has provided 

information to the PS/ST on the status of implementation of Internal Auditor General or 

Auditor General finding for the previous financial year by April 30 (PFMA Section 11. 2g).  

These requirements are important safeguards against misuse of funds.  A complete list of 

budget and accountability requirements is found in Annex 5. 

80. The LGPA criteria also include measures specifically on governance, oversight, 

transparency and accountability.  These measures are:  a) the LG Council meets and 

discusses service delivery related issues; b) LG has responded to the feedback/complaints 

provided by citizens; c) LG shares information with citizens (Transparency); and d) LGs 

communicate guidelines, circulars and policies to lower-level LGs and hold discussions to 

collect feedback from the citizens. 

 

 

81. The Program will use the current Government budget fiscal transfer system to deliver 

increased funding to poorer LGs.  The Program is predicated entirely on the established 

Government budget process using conditional development and conditional non-wage 

recurrent grants to remedy the allocation disparities in funding health and education. 

 

82. The Program will fund five years of enhanced fiscal transfers for health and education.  

The Government’s MTEF for the categories financed with World Bank support are shown in 

Table 5.  As part of the MTEF, these are programmed amounts and are mandatory to be 

funded by the Government.  Therefore, the risk of budget shortfall by the Government is 

modest.  If, however, the Government’s resources allocated to these categories of expenditure 
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 Local Government Performance Assessment Manual, Office of the Prime Minister, Ministry of Finance Planning 

and Economic Development, Ministry of Local Government, Ministry of Education and Sports, Ministry of Health, 

Ministry of Water and Environment, Government of Uganda, January 2017. 
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were reduced relative to plan, then the World Bank would fund a higher portion of the total 

expenditures.  While this would still mean less resources to the LGs as a whole, equity would 

still be promoted because allocations would be according to the new formulae.  The year 

2017/18 includes the Bank’s disbursement for prior results. 

Table 5. Program Summary Expenditure Framework (UGX billion) 

Grant Allocations 2017/18 2018/19 2019/20 2020/21 2021/22 Total 

Total Education 263.88 349.75 431.63 481.25 526.64 2,053.15 

Education Sector Non-Wage Recurrent 

Grant 

231.38 290.89 337.50 381.11 422.51 1,663.39 

Education Sector Development Grant 32.51 58.86 94.14 100.14 104.14 389.79 

Total Health  47.07 118.69 147.87 176.04 203.14 692.81 

Health Non-Wage Recurrent Grant 47.07 68.43 86.61 107.78 129.88 439.77 

Health Sector Development Grant 0.00 50.26 61.26 68.26 73.26 253.04 

Total Management, Assessment & 

Support  

 8.00   10.50   10.50   10.50   10.50   50.00  

GRAND TOTAL (UGX billions) 318.95 478.94 590.00 667.79 740.28 2,795.96 

IDA Resources (UGX billions) 143.18 141.80 141.85 141.84 141.83 709.99 

GoU Resources (UGX Billions) 175.77 337.14 448.15 525.95 598.45 2085.97 

GRAND TOTAL (US$m) 89.85 134.91 166.20 188.11 208.53 787.59 

IDA Resources (US$m) 40 40 40 40 40 200 

GoU Resources (US$m) 49.1 95.1 126.39 148.3 168.72 587.59 

 

83. The cumulative Program size which includes the grants and the management, 

assessment and support over the five years of uplift and the assessment system will be 

$787.6 million, of which 25.3% will be funded from IDA resources (Table 6).   The 

Program therefore will lever government resources far in excess of the value of IDA 

resources.  Error! Reference source not found. shows how IDA resources will be 

disbursed.  The IDA resources, in effect, pays for the annual increase in sector grants, each 

year from 2018/19 onwards, with GoU picking up the cost of the increases for the previous 

years. A disbursement will be made against prior results on effectiveness in 2017/18, inter 

alia, to cover the cost of the annual performance assessment that year.  

Table 6. Program Financing ($ Million) 

Source Amount % of Total 

Government  587.59  74.7 

IBRD/IDA  200.00  25.3 

Other Development Partners N.A. n.a. 

Total Program Financing 787.59 100 

84. On the whole, Uganda’s budget process works better than those in many other low-

income countries. Institutionally, authority over the budget process is highly centralized in 

MoFPED, which is a common theme in countries with lower deficits and a key factor behind 

Uganda’s strong fiscal controls and stable inflation rates since the early 1990s. MoFPED also 
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has the capability to set and enforce the overall resource envelope, demonstrated by the fact 

that the medium-term fiscal framework (MTFF) is a relatively credible guide to overall 

revenues and expenditures.  This reliability has been shown, even in nominal terms, and by 

the aggregate budget in most years compared to other countries (see Figure 7). 

Figure 7. Credibility of revenue and Expenditure Estimates in Liberia, Tanzania, and Uganda (in percent of 

variation between actual and planned amounts) 

  

 

Source: Simson and Welham 2014. 

 

85. The budget process in Uganda still has weaknesses that need to be addressed to process 

the additional Program funding, particularly the strengthening of the link between the 

MTEF and specific national priorities. The principal aim of the MTEF is to provide 

predictable allocations to spending units on the basis of agreed government priorities and 

within the macro-fiscal constraints.  To support better prioritization of expenditures, the 

MTEF also has to be a good guide to categories of expenditures not just overall expenditures.  

The two main priorities of the current National Development Plan (NDP) are:  i) “key 

infrastructure projects” (a political budget priority which is always funded), but which is 

typically not accurately budgeted for ex ante; and ii) transfers to LGs which fund long term 

political projects, such as universal primary and secondary education, but where allocations 

have been squeezed over time.  For the Program, it is important to ensure that there is link 

between the MTEF and specific areas of the NDP, specifically the transfers to LGs.  Building 

such a specific link between the NDP and the budget will help ensure that steps are taken to 

redress the balance between short term expenditure pressures and long term policy goals.   

86. Building this link requires a costed plan for phasing in the new formulae and associated 

allocations. Unlike with capital investments, it is possible to develop a predictable medium-

term plan where the medium-term costs are known with a far greater degree of certainty over 

time.  A key task is to develop a reasonable, affordable and accurate medium-term plan to 

achieve equity and adequacy of fiscal transfers. This will allow MoFPED to internalize the 

full cost of the reform and make decisions about priorities. 
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87. Improving the budget process will help ensure the credibility of the MTEF in relation to 

fiscal transfers and that they are accurately and fully budgeted for in the budget year 

and the medium term.  There are five discrete steps that will be sequenced within the 

2017/18 budget cycle and beyond: 

 

(a) Prepare credible costing of selected NDP priority areas between June and August. 

(b) Integrate costing in the MTEF prior to start of the 2017/18 budget process.  

(c) Issue ceilings using the MTEF, including allocations to costed NDP priorities.  

(d) Maintain unallocated space in the MTEF to cater for short term policy needs and 

emerging medium term policies. 

(e) Maintain costed allocations in the MTEF and allocate unallocated funds to short 

term requirements at the time of the second budget call. 

Example: The MTEF will include the full costs of the roll-out plan for changes to 

intergovernmental fiscal transfers, based on the iterations around Step 1, along with the 

costs of economic infrastructure.  The remaining fiscal space will be estimated and used 

as a basis for incorporating all other spending requests. If this is considered insufficient 

for the First Budget Call Circular, then non-priority allocations could be reduced or the 

medium-term roll-out plan should be reviewed. 

88.  Once costings are integrated into the MTEF, they can be used to issue spending ceilings 

for the 2017/18 Budget in the First Budget Call Circular.  Any short-term expenditure 

pressures would compete for any unallocated funding before final ceilings are issued in the 

Second Budget Call Circular, using tools in place such as the spending options table. 

 

89. There will be a close adherence of Program expenditures to Government priorities 

because these expenditures are based on the new allocation formulae, with their rollout 

to be supported through DLIs.  The new allocation formulae, by design, reflect government 

priorities, specifically the reduction of inter-LG disparities in fiscal transfers.  The allocation 

formulae will be gradually applied to sector allocations through a rollout process that has 

been set in the MTEF.   The principal aim of the MTEF is to provide predictable allocations 

to spending units on the basis of agreed government priorities and within the macro-fiscal 

constraints.  The medium-term cost estimates operate as “rolling baselines”. The budget for 

2016/17 would include projected allocations for 2017/18 and future years. In the budget 

process for 2017/18, the projected allocation from the last budget is updated and becomes the 

basis for spending negotiations, and so forth. This helps to maintain commitments from 

previous years in the budget debates over the next set of short-term priorities. 

 

90. The Program M&E will determine whether the existing allocations are consistent with 

the needs of the poorer LGs.  In particular, performance assessments at the LG level will 

assess whether the appropriate mix of development and non-wage recurrent funds are 

meeting the priority needs.  The cost of carrying out the performance assessments for all LGs 
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is estimated at US$3 million.  Compliance with grant conditions and regular required 

reporting will also be part of the overall program M&E.  These requirements will, in turn, 

provide a strong incentive to the LGs to use the additional resources effectively.  

 

Program Results Framework 

91. The Program results framework is aimed at assessing the achievement of the PDO 

which is “to improve the adequacy and equity of fiscal transfers and fiscal management 

of resources by Local Governments for health and education services.”  Improved 

adequacy will be achieved through increased funding for non-wage recurrent and 

development grant transfers for health and education.  Equity will be achieved through higher 

relative and absolute (in real terms) allocations to poorer LGs.  Improved fiscal management 

of resources is achieved through the process of revising procedures, conducting annual 

performance assessments, implementing performance incentives and providing targeted 

support.  Allocation of resources to resource scarce LGs typically results in greater VfM 

because the marginal impact of a dollar of additional spending is higher in underfunded 

localities.  Section 5 on the economic analysis provides evidence of this causal relationship.  

Improved fiscal management of resources is also achieved through the provision of 

incentives to LGs because improved performance is rewarded, via the allocation formulae, 

with higher fiscal allocations. 

92. The M&E for the Program consists of three elements, each of which serves an 

important purpose.  The three elements are:  i) the Disbursement-Linked Indicators (DLIs) 

provide a measure of Program performance and, which, by definition, determine 

disbursements in the Program; ii) LG PA performance measures (Annex 5), which allow the 

Program to measure the quality of LGs’ performance in carrying out key tasks related to 

fiscal transfers and which partially determine the amount of grant allocations to LGs; and iii) 

results chain indicators which capture the causal links between Program activities and final 

outcomes along the value chain.  Final outcomes may not be measurable within the 

timeframe of the Program. 

 14

93. The DLIs for the UgIFT Program are grouped into three results areas: One (1) for the 

Health Sector, One (1) for the Education Sector and One (1) cross-cutting area, which 

includes Performance Assessment and Targeted Performance Improvement for LGs. 

The DLIs measure the adequacy and equity of fiscal transfers at the central government level, 
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 There will be Disbursement Linked Results (DLR) that will include several components and is expected to be 

completed by the end of FY 2016/17 for disbursement upon effectiveness of the Program on the “prior results” basis.  

It will include: 

 Finalization of the grants formulae (including the performance-based components) 

 Approval of the rollout plan for the formulae for FY 2017/18 – FY 2020/21            

 Piloting and approval of the Comprehensive Local Government Performance Assessment Manual 
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and the fiscal management of resources at the LG level for health and education services. The 

DLI matrix shows the specific components, baseline and target values for each DLI.  

Figure 8. Three Results Areas Used to Group DLIs 

94. These DLIs under each area represent a mix of outputs and intermediary outcomes. The 

DLIs for this Program are: 

(a) Results Area 1: Enhancing Adequacy and Equity of Fiscal Transfers and Fiscal 

Management of Resources for Education Services (US$130 million is linked to the 

achievement of Disbursement Linked Results (DLRs) in Education) 

 DLI 1.1: Annual increase in budget allocation to sector conditional grants (wage, 

non-wage recurrent, and development) to LGs for education services (US$20 

million). 

 DLI 1.2: Enhanced, equitable formula for operational grants in education phased 

in as planned (US$70 million). 

 DLI 1.3: Enhanced, equitable formula for development grants in education 

implemented as planned (US$30 million). 

 DLI 1.4: The quality of fiscal management of education resources by LGs is 

maintained (US$10 million). 

(b) Results Area 2: Enhancing Adequacy and Equity of Fiscal Transfers and Fiscal 

Management of Resources for Health Services (US$55 million is linked to the 

achievement of DLRs in Health) 

 DLI 2.1: Annual increase in budget allocation to sector conditional grants (wage, 

non-wage recurrent, and development) to LGs for health services (US$10 

million). 

 DLI 2.2: Enhanced, equitable formula for conditional non-wage recurrent grants 

in health phased in as planned (US$20 million). 

 DLI 2.3: Enhanced, equitable formula for development grants in health 

implemented as planned (US$15 million). 

 DLI 2.4: The quality of fiscal management of health resources by LGs is 

maintained (US$10 million). 

Area 3: Performance Assessment & Targeted Performance 

Improvement - US$15 million 

 

Area 1: Education Transfers 

& LG  Fiscal Management 

 

 

US$130 million 

 

Area 2: Health Transfers 

& LG Fiscal Management 

 

 

US$55 million 

Adequacy 

Equity 

Fiscal Management 
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(c) Results Area 3: Improvement in Fiscal Management of Education and Health 

Services (US$15 million is linked to the achievement of Cross Cutting DLRs).  

 DLI 3: Assessment and Targeted Performance Improvement of the Fiscal 

Management by Local Governments (US$15 million). 

 The DLIs are described in detail in Table 7. 

95. Combined these DLIs reflect a coherent, interlinked set of results which will deliver the 

Program Development Objective.  Quantitative DLRs of the DLIs related to the adequacy 

of funding for LG education and health services are chosen so that they are consistent with 

implementation of the formulae for the grants financing these services and with the 

Program’s expenditure framework agreed with the Government. Complementary and 

coordinated actions are required from MoFPED, OPM, MoLG, and LGs themselves to 

achieve the development objective. It is important to note that while improving the adequacy 

and equity of grants and improved management of those grants at the local level are critical 

and necessary steps, complementary investments in health and education will be needed to 

maximize their impact on health and education outcomes. 

96. The Permanent Secretary / Secretary to the Treasury (PS/ST) of MoFPED, as chair of 

the FD Steering Committee, will report to the World Bank on achievement of DLIs. The 

FD Technical Committee, chaired by MoFPED will be responsible for overseeing the 

reporting on DLIs and the verification of the associated results. Reporting on DLIs relating to 

Education Financing (1.1, 1.2 and 1.3) and Health Financing (2.1, 2.2 and 2.3) will be carried 

out by the MoFPED, coordinated by the Fiscal Decentralization Unit. The OPM will be 

responsible for reporting on DLIs relating to the annual performance assessment (DLI3a and 

DLIs 1.4 and 2.4). The MoLG will report on DLI 3b and 3c. 

 

97. The LGFC, as the independent body responsible for advising Government on local 

government finance, will be responsible for verifying all DLIs except those relating to 

the results of the Performance Assessment. The World Bank team has assessed the LGFC 

to be a credible verification agent and that there is no perceived conflict of interest in the 

LGFC performing this function. The annual assessment process is contracted out and 

involves independent quality assurance, which will help to verify the credibility of DLI3. 

 

98. The target date for approval by the World Bank for reports on relating to financing 

would be the end of August each year and those relating to performance assessment and 

improvement at the end of March each year. The World Bank will employ a consultant to 

support the review of verification reports. The Government will have a possibility to make up 

for financing related DLRs not achieved by expected dates because of unforeseen 

circumstances in the following year. 
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Table 7. DLI Matrix for UgIFT P4R 

Disbursement 

Linked 

Indicators 

DLI Baseline 
Year 1 - FY2017/18 

By end June 2018 

Year 2 - FY2018/19 

By end June 2019 

Year 3 - FY2019/20 

By end June 2020 

Year 4 - FY2020/21 

By end June 2021 

Year 5 - FY2021/22 

By end June 2022 

Results Area 1: Enhancing Adequacy and Equity of Fiscal Transfers and Fiscal Management of Resources for Education Services 

DLI 1.1: 

Annual 

increase in 

budget 

allocation to 

sector 

conditional 

grants (wage, 

non-wage 

recurrent, 

and 

development) 

to LGs for 

education 

services 

 

Allocations to 

conditional grants 

for the education 

sector is planned 

at 1,419 UGX 

billion for 

2017/18 

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the MTEF and the 

approved budget with 

allocations to 

education sector 

conditional grants for 

2018/19 at least 6 

percent higher than in 

2017/18 

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the MTEF and the 

approved budget with 

allocations to 

education sector 

conditional grants for 

2019/20 at least 10 

percent higher than in 

2018/19  

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the MTEF and the 

approved budget with 

allocations to 

education sector 

conditional grants for 

2020/21 at least 7 

percent higher than in 

2019/20  

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the MTEF and the 

approved budget with 

allocations to 

education sector 

conditional grants for 

2021/22 at least 7 

percent higher than in 

2020/21  

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the MTEF and the 

approved budget with 

allocations education 

sector conditional 

grants for 2022/23 not 

lower than in 2021/22 

Disbursement US$4 million US$4 million US$4 million US$4 million US$4 million 

Explanation: This DLI is intended to deliver adequate resources for education services, ensuring that (i) additional budget allocations needed 

for increasing budget allocations to the transfers and phasing in the formulae for conditional non-wage recurrent and development grants for 

education are in place (DLIs 1.2 and 1.3) in line with GoU’s plan; and (ii) increase in these allocations does not come at the expense of 

increasing wage allocations, and (iii) there is fiscal space for complementary increases in the wage grant (for example, for hiring teachers for 

the newly built or renovated classrooms). 

DLI 1.2: 

Enhanced, 

equitable 

formula for 

operational 

grants in 

education 

phased in as 

planned 

 

Enhanced formula 

drafted but not 

implemented.  

Enhanced formula 

and phase in plan 

adopted and the 

2018/19 budget 

allocations consistent 

with formula phase in 

plan and publicly 

available online.  

2019/20 budget 

allocations consistent 

with formula phase in 

plan, and publicly 

available online.  

2020/21 budget 

allocations are 

consistent with 

formula phase in plan, 

and publicly available 

online; performance 

incentives are in 

place. 

2021/22 budget 

allocations are 

consistent with 

formula phase in plan, 

and publicly available 

online; performance 

incentives are in 

place. 

2022/23 budget 

allocations are 

consistent with 

formula phase in plan, 

and publicly available 

online; performance 

incentives are in 

place. 

 2017/18 releases 

publicly available 

online. 

At least 97% of 

2018/19 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 

At least 97% of 

2019/20 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 

At least 97% of 

2020/21 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 

At least 97% of 

2021/22 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 
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Disbursement 

Linked 

Indicators 

DLI Baseline 
Year 1 - FY2017/18 

By end June 2018 

Year 2 - FY2018/19 

By end June 2019 

Year 3 - FY2019/20 

By end June 2020 

Year 4 - FY2020/21 

By end June 2021 

Year 5 - FY2021/22 

By end June 2022 

Disbursement US$14 million US$14 million US$14 million US$14 million US$14 million 

Explanation: This DLI involves the phase in of the enhanced formula will deliver adequate, equitable funding to LGs for the running costs of 

schools and district/municipality education offices.  School level performance will be incentivized from 2020/21 within overall grant allocations 

- a performance-based component will affect allocations to schools within LGs based on new performance assessments at the facility level.   

The formula will be phased-in gradually in a course of the Program implementation.   The DLI specifies at least 97% of budgeted grants should 

be released, which will ensure predictability of resources to LGs, whilst allowing for minor errors and revenue shortfalls. 

DLI 1.3: 

Enhanced, 

equitable 

formula for 

development 

grants in 

education 

implemented 

as planned 
 

2017/18 budget 

allocations in line 

with formula 

without 

performance 

element and 

publicly available 

online.  

2018/19 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2019/20 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2020/21 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2021/22 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2022/23 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2016/17 budget 

disbursements are 

available online 

(in document 

form) are 

available online. 

The 2017/18 transfers 

are available online. 

At least 97% of 

2018/19 budgeted 

transfers are released 

to all LGs which meet 

accountability 

requirements.  

Releases are publicly 

available online.  

At least 97% of 

2019/20 budgeted 

transfers are released 

to all LGs which meet 

accountability 

requirements. 

Releases are publicly 

available online.  

At least 97% of 

2020/21 budgeted 

transfers are released 

to all LGs which meet 

accountability 

requirements. 

Releases are publicly 

available online. 

97% of 2021/22 

budgeted transfers are 

released to all LGs 

which meet 

accountability 

requirements. 

Releases are publicly 

available online. 

Disbursement US$6 million US$6 million US$6 million US$6 million US$6 million 

Explanation: This DLI involves the introduction of an enhanced formula, which will deliver increased, equitable funding for LG investments in 

education facilities and capacity development.   The enhanced formula will incentivize improved management of education resources from 

2018/19 -  a performance-based component affecting allocations to LGs starting from 2018/19, after the LG performance assessment is 

implemented.  The basic formula has been already implemented, and its implementation has to be sustained during the Program duration, The 

DLI specifies at least 97% of budgeted grants should be released, which will ensure predictability of resources to LGs, whilst allowing for 

minor errors and revenue shortfalls. 
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Disbursement 

Linked 

Indicators 

DLI Baseline 
Year 1 - FY2017/18 

By end June 2018 

Year 2 - FY2018/19 

By end June 2019 

Year 3 - FY2019/20 

By end June 2020 

Year 4 - FY2020/21 

By end June 2021 

Year 5 - FY2021/22 

By end June 2022 

DLI 1.4: The 

quality of 

fiscal 

management 

of education 

resources by 

LGs is 

maintained 

 

No performance 

assessment. 

Grant guidelines 

do not address all 

fiduciary, 

environmental 

and social risks. 

Guidelines at the LG 

and school level 

updated, addressing 

fiduciary, 

environmental and 

social risks and 

grievance redress. 

The average score on 

the education 

resources 

management in the 

annual performance 

assessment is not 

lower than in 2017/18 

The average score on 

the education 

resources 

management in the 

annual performance 

assessment and the 

average score of the 

20 worst LGs are 

both not lower than in 

2018/19. 

The average score on 

the education 

resources 

management in the 

annual performance 

assessment and the 

average score of the 

20 worst LGs are 

both not lower than in 

2019/20. 

The average score on 

the education 

resources 

management in the 

annual performance 

assessment and the 

average score of the 

20 worst LGs are 

both not lower than in 

2020/21 

Disbursement US$2 million US$2 million US$2 million US$2 million US$2 million 

Explanation: This DLI provides incentives to for the education sector to maintain and improve the management of resources for Local 

Governments overall and in LGs and thematic areas where performance is weakest.   This will help ensure that performance assessments 

(carried out under DLI 3a) and incentives (integrated into grant allocations under DLI 1.2 and 1.3) have an impact.  It will also help incentives 

actors to ensure performance improvement plans (carried out under DLI 3b) focused on poor performing LGs and areas have an impact. 

Results Area 

1 
Disbursement US$26 million US$26 million US$26 million US$26 million US$26 million 

Results Area 2: Enhancing Adequacy and Equity of Fiscal Transfers and Fiscal Management of Resources for Health Services 

DLI 2.1: 

Annual 

increase in 

budget 

allocation to 

sector 

conditional 

grants (wage, 

non-wage 

recurrent, 

and 

development) 

to LGs for 

health 

services 

 

Allocations to 

sector conditional 

grants for the 

Health sector is 

planned at 336 

UGX billion for 

2017/18 

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the approved budget 

and MTEF with 

allocations to health 

sector conditional 

grants for 2018/19 at 

least 21 percent 

higher than in 

2017/18 

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the approved budget 

and MTEF with 

allocations to health 

sector conditional 

grants for 2019/20 at 

least 11 percent 

higher than in 

2018/19  

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the approved budget 

and MTEF with 

allocations to health 

sector conditional 

grants for 2020/21 at 

least 10 percent 

higher than in 

2019/20  

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the approved budget 

and MTEF with 

allocations to health 

sector conditional 

grants for 2021/22 at 

least 9 percent higher 

than in 2020/21  

MT plan for 

increasing budget 

allocations to the 

transfers reflected in 

the approved budget 

and MTEF with 

allocations health 

sector conditional 

grants for 2022/23 not 

lower than in 2021/22 

N/A US$2 million US$2 million US$2 million US$2 million US$2 million 

Explanation: This DLI is intended to deliver adequate resources for health services, ensuring that (i) additional budget allocations needed for 

increasing budget allocations to the transfers and phasing in the formulae for conditional non-wage recurrent and development grants for 

health are in place (DLIs 2.2 and 2.3) in line with GoU’s plan; and (ii) increase in these allocations does not come at the expense of increasing 

wage allocations, and (iii) there is fiscal space for complementary increases in the wage grant (for example, fir hiring doctors for the newly 

built or renovated primary health centers). 
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Disbursement 

Linked 

Indicators 

DLI Baseline 
Year 1 - FY2017/18 

By end June 2018 

Year 2 - FY2018/19 

By end June 2019 

Year 3 - FY2019/20 

By end June 2020 

Year 4 - FY2020/21 

By end June 2021 

Year 5 - FY2021/22 

By end June 2022 

DLI 2.2: 

Enhanced, 

equitable 

formula for 

conditional 

non-wage 

recurrent 

grants in 

health phased 

in as planned 
 

2016/17 budget 

releases are 

available online 

in document form 

only. 

Enhanced formula 

and phase in plan 

adopted and the 

2018/19 budget 

allocations consistent 

with formula phase in 

plan and publicly 

available online.  

2019/20 budget 

allocations consistent 

with formula phase in 

plan, and publicly 

available online.  

2020/21 budget 

allocations are 

consistent with 

formula phase in plan,  

and publicly available 

online; performance 

incentives are in 

place. 

2021/22 budget 

allocations are 

consistent with 

formula phase in plan 

and publicly available 

online; performance 

incentives are in 

place. 

2022/23 budget 

allocations are 

consistent with 

formula phase in plan,  

and publicly available 

online; performance 

incentives are in 

place. 

 2017/18 releases 

publicly available 

online. 

At least 97% of 

2018/19 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 

At least 97% of 

2019/20 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 

At least 97% of 

2020/21 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 

At least 97% of 

2021/22 budgeted 

transfers are released 

to all LGs. Releases 

publicly available 

online. 

Disbursement US$4 million US$4 million US$4 million US$4 million US$4 million 

Explanation: This DLI involves the phase in of the enhanced formula will deliver adequate, equitable funding to LGs for the running costs of 

health facilities and district/municipality health offices.  Facility level performance will be incentivized from 2020/21 within overall grant 

allocations - a performance-based component will affect allocations to facilities within LGs based on new performance assessments at the 

facility level.   The formula will be phased-in gradually in a course of the Program implementation.   The DLI specifies at least 97% of 

budgeted grants should be released, which will ensure predictability of resources to LGs, whilst allowing for minor errors and revenue 

shortfalls. 

DLI 2.3: 

Enhanced, 

equitable 

formula for 

development 

grants in 

health 

implemented 

as planned. 
 

2017/18 no 

budget allocations 

for conditional 

health sector 

development 

grants and 

transitional 

development 

grants were ad 

hoc.  

2018/19 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2019/20 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online.  

20120/21 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2021/22 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online. 

2022/23 budget 

allocations are in line 

with enhanced 

formula and phase in 

plan, linked to 

performance 

assessment results and 

publicly available 

online.  



 

 

44 

 

Disbursement 

Linked 

Indicators 

DLI Baseline 
Year 1 - FY2017/18 

By end June 2018 

Year 2 - FY2018/19 

By end June 2019 

Year 3 - FY2019/20 

By end June 2020 

Year 4 - FY2020/21 

By end June 2021 

Year 5 - FY2021/22 

By end June 2022 

2016/17 budget 

disbursements are 

available online 

(in document 

form) are 

available online. 

The 2017/18 transfers 

are available online. 

At least 97% of 

2018/19 budgeted 

transfers are released 

to all LGs which meet 

accountability 

requirements.  

Releases and are 

publicly available 

online.  

At least 97% of 

2019/20 budgeted 

transfers are released 

to all LGs which meet 

accountability 

requirements. 

Releases are publicly 

available online.  

At least 97% of 

2020/21 budgeted 

transfers are released 

to all LGs which meet 

accountability 

requirements. 

Releases are publicly 

available online. 

97% of 2021/22 

budgeted transfers are 

released to all LGs 

which meet 

accountability 

requirements. 

Releases are publicly 

available online. 

Disbursement US$3 million US$3 million US$3 million US$3 million US$3 million 

Explanation: This DLI involves the introduction of an enhanced formula, which will deliver increased, equitable funding for LG investments in 

health facilities and capacity development.   The enhanced formula will incentivize improved management of health resources from 2018/19 -  a 

performance-based component affecting allocations to LGs starting from 2018/19, after the LG performance assessment is implemented.  The 

basic formula will be introduced in 2018/19 and its implementation has to be sustained during the Program duration, The DLI specifies at least 

97% of budgeted grants should be released, which will ensure predictability of resources to LGs, whilst allowing for minor errors and revenue 

shortfalls. 

DLI 2.4: The 

quality of 

fiscal 

management 

of health 

resources by 

LGs is 

maintained 

 

No performance 

assessment 

Grant guidelines 

do not address all 

fiduciary, 

environmental 

and social risks. 

Grant guidelines at 

the LG and facility 

level updated, 

addressing fiduciary, 

environmental and 

social risks and 

grievance redress. 

The average score on 

the health resources 

management in the 

annual performance 

assessment is not 

lower than in 2017/18 

The average score on 

the health resources 

management in the 

annual performance 

assessment and the 

average score of the 

20 worst LGs are 

both not lower than in 

2018/19. 

The average score on 

the health resources 

management in the 

annual performance 

assessment and the 

average score of the 

20 worst LGs are 

both not lower than in 

2019/20. 

The average score on 

the health resources 

management in the 

annual performance 

assessment and the 

average score of the 

20 worst LGs are 

both not lower than in 

2020/21 

Disbursement US$2 million US$2 million US$2 million US$2 million US$2 million 

Explanation: This DLI provides incentives to for the heath sector to maintain and improve the management of resources for Local Governments 

overall and in LGs and thematic areas where performance is weakest. This will help ensure that performance assessments (carried out under 

DLI 3a), incentives (integrated into grant allocations under DLI 2.2 and 2.3) have an impact.  It will also help incentives actors to ensure 

performance improvement plans (carried out under DLI 3b) focused on poor performing LGs and areas also have an impact.   

Results Area 

2 
Disbursement US$11 million US$11 million US$11 million US$11 million US$11 million 



 

 

45 

 

Disbursement 

Linked 

Indicators 

DLI Baseline 
Year 1 - FY2017/18 

By end June 2018 

Year 2 - FY2018/19 

By end June 2019 

Year 3 - FY2019/20 

By end June 2020 

Year 4 - FY2020/21 

By end June 2021 

Year 5 - FY2021/22 

By end June 2022 

Results Area 3: Improvement in Fiscal Management of Education and Health Services  

DLI 3: LG 

performance 

assessments, 

VfM audits, 

and fiscal 

management 

improvement 

planning take 

place 

 

a) Performance 

Assessment 

Pilot performance 

assessment 

conducted. 

Initial assessment 

manual prepared 

and approved 

Annual performance 

assessment of 

2016/17 is conducted, 

validated and publicly 

disseminated.  

 

Annual performance 

assessment of 

2017/18 is conducted, 

validated and publicly 

disseminated. 

 

Assessment manual 

for assessment of FY 

2018/19 onwards 

updated and 

disseminated to take 

into account updated 

procedures in grant 

manuals and agreed 

additional 

performance 

parameters.  

Annual performance 

assessment of 

2018/19 using 

updated manual is 

conducted, validated 

and publicly 

disseminated.  

Annual performance 

assessment of 

2019/20 using 

updated manual is 

conducted, validated 

and publicly 

disseminated. 

Annual performance 

assessment of 

2020/21 using 

updated manual is 

collected, validated 

and publicly 

disseminated. 

b) Performance 

Improvement 

No Performance 

Improvement 

Plans 

Performance 

Improvement Plans 

prepared for and 

agreed with at least 5 

local governments 

and in 1 thematic 

areas of 

underperformance. 

Performance 

Improvement Plans 

prepared for and 

agreed with at least 20 

local governments 

and in 2 thematic 

areas of 

underperformance. 

Performance 

Improvement Plans 

prepared for and 

agreed with at least 20 

local governments 

and in 2 thematic 

areas of 

underperformance. 

Performance 

Improvement Plans 

prepared for and 

agreed with at least 20 

local governments 

and in 2 thematic 

areas of 

underperformance. 

Performance 

Improvement Plans 

prepared for and 

agreed with at least 20 

local governments 

and in 2 thematic 

areas of 

underperformance. 

c) VfM Audit 

No VfM Audit 

 A VfM audit of 

2017/18 is conducted 

in a sample of local 

governments’ 

expenditures in health 

and education. 

  A VfM audit of 

2020/21is conducted 

in a sample of local 

government 

expenditures in health 

and education.  

Disbursement US$3 million US$3 million US$3 million US$3 million US$3 million 
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Disbursement 

Linked 

Indicators 

DLI Baseline 
Year 1 - FY2017/18 

By end June 2018 

Year 2 - FY2018/19 

By end June 2019 

Year 3 - FY2019/20 

By end June 2020 

Year 4 - FY2020/21 

By end June 2021 

Year 5 - FY2021/22 

By end June 2022 

Explanation: This is a compound DLI which provides incentives for central government to implement an annual cycle of performance 

assessment and performance improvement with the objective of improving the fiscal management of resources by LGs. VfM audit will serve as 

one of the monitoring and evaluation tools, helping to assess the Program’s impact on efficiency of public spending, and will be complemented 

by evaluation provided through accompanying technical assistance by the Bank. All other DLIs, except DLIs 1.1 and 2.1, cannot be achieved in 

full without the annual performance assessment (DLI 3a) taking place. 

Results Area 

3 
Disbursement US$3 million US$3 million US$3 million US$3 million US$3 million 

 

 

Table 8. DLIs and Their Verification Protocols 

DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

Results Area 1:   Enhancing Adequacy and Equity of Fiscal Transfers and Fiscal Management of Resources for Education Services 

DLI 1.1: 

Annual 

increase in 

budget 

allocation to 

sector 

conditional 

grants (wage, 

non-wage 

recurrent, and 

development) 

to LGs for 

education 

services 

MT plan for increasing budget allocations to 

the transfers reflected in the MTEF with FY1 

allocations at least a target percentage higher 

than in FY0. 

a. A medium-term plan for increasing budget 

allocations to the transfers and phasing in 

the formulae which states the annual 

allocations for sector conditional grants 

from 2018/19 to 2022/23 is approved by 

MoFPED and MoES and is in the POM. 

b. For the respective Financial Years in the 

plan allocations to sector grants in the 

MTEF are greater than or equal to the sum 

of both allocations to sectoral conditional 

grants (wage, non-wage recurrent, 

development) in the plan and any 

allocations to support services and 

transitional development grants for the 

sector. 

No MoFPED  

Medium Term 

Plan for 

Increasing 

budget 

allocations to 

the transfers in 

POM 

Communicatio

n showing MT 

plan approved 

by PS MoES 

and PS/ST 

GoU 

Approved 

Budget 

Approved 

Budget MTEF 

FD-TCLGFC Year 1 

MoFPED reviews the draft budget 

estimates and OTIMs before submission 

to parliament and verifies whether a, b 

and c are true and correct and makes 

any adjustments necessary. MoFPED 

also monitors any subsequent budget 

adjustments. 

After the approval of the budget in June, 

MoFPED reviews the draft budget 

estimates and OTIMs verifies whether 

a, b and c are true and provides 

documentary evidence (excerpts from 

budget docs, web link and screenshots).  

It then submits a report to the FD-TC 

providing evidence that the DLI has 

been met. LGFC reviews report and 

advises FD-TC on whether DLI is met. 

Year 2-5 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

c. Aggregate medium term allocations for 

grants consistent with these allocations 

also available on OTIMS or available 

online in another form.  

d. The percentage increase in total 

allocations for sector wage, non-wage 

recurrent and development grants 

(excluding support services and 

transitional development grants) between 

the approved or revised budget for FY1 

and FY0 year must be at least the 

percentage specified in the DLI. 

If (a) to (d) are not achieved during FY0 then 

they can be achieved in FY1.  In FY1 (d) is 

achieved through a supplementary budget 

during FY1. 

In addition to repeating the tasks carried 

out task 2, MoFPED also verifies that d 

is correct, initially at the time of the 

draft budget.  

Following the approval of the budget, 

MoFPED produces a report and submits 

it to FD-TC. LGFC reviews report and 

advises FD-TC on whether DLI is met. 

DLI 1.2: 

Enhanced, 

equitable 

formula for 

operational 

grants in 

education 

phased in as 

planned 

Budget allocations consistent with agreed 

formula phase in plan and publicly available 

online. 

a. A formula approved by the MoES is in 

place in 2017 for the Education Non-

Wage Recurrent Conditional Grant 

including a set of variable and weightings 

and this formula is stated in the POM and 

the Annual Budget Estimates for or 

equivalent for FY1.  

b. The data for all variables on which are 

used in computation of formula shares for 

FY1 and the list of education cost centers 

will be verified in writing by the 

institution responsible for producing that 

data and this data will be publicly 

available online on OTIMS or equivalent. 

c. The sum of Education Non-Wage 

Recurrent Conditional Grant allocations to 

No Approved 

formula in 

POM 

Communicatio

n showing 

approved 

formula and 

phase in plan 

signed by PS 

MoES. 

MoFPED  

GoU 

Approved 

Budget for 

transfers for 

FY1. 

Official 

statistics 

signed off by 

FD-TCLGFC Year 1 to 5 

At the time of the first budget call and 

draft budget MoFPED checks that a. to 

e. are true and documentary evidence in 

place using the guidance in the POM, 

and ensure that the approved budget 

remains consistent.  

After the close of the financial year 

MoFPED report on a to e as specified in 

the POM and submit a report to FD-TC. 

LGFC reviews report and advises FD-

TC on whether DLI is met. 

Year 4 & 5 

LGFC verifies (f) is true using the 

process set out in the POM. 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

all LGs in the approved (or revised) 

budget for FY1 are at least as high as 

those in the grant uplift and formula phase 

in plan. 

d. The approved (or revised) LG budget 

allocations to the Education Non-Wage 

Recurrent Conditional Grant for FY1 are 

calculated using the approved formula and 

mathematical principles set out in the 

POM.  

e. Grant allocations for FY1 are publicly 

available online OTIMs or equivalent. 

f. From 2020/21 onwards (Year 4) 

performance incentives will be introduced 

as specified in the POM. 

If (a) to (f) are not achieved during FY0 then 

they can be achieved in FY1.  In FY1 (c) and 

(d) are achieved through a supplementary 

budget during FY1. 

data producers 

Maths 

underlying 

formulae and 

phase in 

(consistent 

with OTIMs) 

in POM 

 Budgeted transfers for FY0 released in full and 

releases publicly available online 

g. Grant releases for FY0 are publicly 

available on OTIMs or equivalent Grant 

disbursements 

h. Annual education non-wage recurrent 

conditional grant releases to every 

individual local government for FY0 are 

at least 97% of the approved budget for 

that LG. 

If (g) and (h) are not achieved during FY0 then 

they can be achieved for FY0 in FY1.  In FY1 

(h) is achieved through both a supplementary 

budget during FY1 of the equivalent of the 

value of any shortfall in releases to each LGs 

below 97% in FY0 and DLI 1.2 (h) being 

 GoU 

Approved 

Budget for 

transfers for 

FY0. 

GoU Release 

Data for FY0 

FD-TCLGFC Year 1 to 5 

MoFPED will ensure and check that all 

release data is up to data and provide 

evidence that release data for FY0 is 

available online (g).  

Year 2 to 5 

In preparing fourth quarter cash limits 

for FY0, MoFPED will ensure full 

releases can be accommodated. After 

the fourth quarter cash limits of FY0 are 

issued MoFPED will check whether h 

has been met by reviewing LG warrants 

submitted. If there are issues, then 

MoFPED will take action. 

After the close of the financial year 

MoFPED report on (h) as specified in 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

achieved in FY1 for the revised budget.   the POM and submit a report to FD-TC. 

LGFC reviews report and advises FD-

TC on whether DLI is met. 

DLI 1.3: 

Enhanced, 

equitable 

formula for 

development 

grants in 

education 

implemented 

as planned 

 

FY1 budget allocations are in line with formula 

and phase in plan and FY0 budget 

disbursements are made in full to LGs which 

meet minimum requirements. Both are 

available online. 

a. A formula approved by the MoES is in 

place in 2017 for the Education 

Development Conditional Grant including 

a set of variable and weightings and this 

formula is stated in the Annual Budget 

Estimates for or equivalent for FY1.  

b. The data for all variables on which are 

used in computation of formula shares for 

FY1, including performance assessments 

results, will be verified in writing by the 

institution responsible for producing that 

data and this data will be publicly 

available online on OTIMS or equivalent. 

c. The sum of Education Sector 

Development Grant allocations to all LGs 

in the approved (or revised) budget for 

FY1 are at least as high as those in the 

grant uplift plan. 

d. The approved (or revised) LG budget 

allocations to the Education Sector 

Development Grant for FY1 are calculated 

No Communicatio

n showing 

approved 

formula signed 

by PS MoES. 

GoU 

Approved 

Budget for 

transfers for 

FY1. 

GoU Release 

date for FY0 

Official 

statistics 

signed off by 

data producers 

Maths  

underlying 

formulae and 

phase in 

(consistent 

with OTIMs) 

FD-TCLGFC Year 1-5 

At the time of the draft budget MoFPED 

checks that a. to e. are true and verified 

using a template specified in the POM.  

After the close of the financial year 

MoFPED will compile information on 

b. to f and submit a report to FD-TC. 

LGFC reviews report and advises FD-

TC on whether DLI is met. 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

using the approved formula and 

mathematical principles set out in the 

POM, which includes the results of the 

annual performance assessment linked to 

at least 50% of grant allocations.  

e. Grant allocations for FY1 will be publicly 

available on OTIMs or equivalent. 

If (a) to (e) are not achieved during FY0 then 

they can be achieved in FY1.  In FY1 (c) and 

(d) is achieved through a supplementary 

budget during FY1. 

Budgeted transfers for FY0 released in full and 

releases publicly available online 

f. Grant releases for FY0 are publicly 

available on OTIMs or equivalent Grant 

disbursements 

g. FY0 annual releases to the development 

grant are at least 97% of the annual budget 

for that grant for all LGs which met 

accountability requirements by the end of 

December of FY0, based information 

from the annual performance assessment 

for FY-1 and updates from MoFPED. 

If (f) and (g) are not achieved during FY0 then 

they can be achieved for FY0 in FY1.  In FY1 

(g) is achieved through both a supplementary 

budget during FY1 of the equivalent of the 

value of any shortfall in releases to each LGs 

below 97% in FY0 and DLI 1.2 (g) being 

achieved in FY1 for the revised budget. 

 Assessment 

results and 

MoFPED 

register of 

requirements 

met 

GoU 

Approved 

Budget for 

transfers for 

FY0. 

GoU Release 

Data for FY0 

 

FD-TCLGFC Year 1 to 5 

MoFPED will ensure and check that all 

release data is up to data and provide 

evidence that release data for FY0 is 

available online (f).  

Year 2 to 5 

In preparing fourth quarter cash limits 

for FY0, MoFPED will ensure full 

releases can be accommodated. After 

the fourth quarter cash limits of FY0 are 

issued MoFPED will check whether g 

has been met by reviewing LG warrants 

submitted for all LGs that have met 

accountability requirements by 

December of FY0. If there are issues, 

then MoFPED will take action. 

After the close of the financial year 

MoFPED report on g as specified in the 

POM and submit a report to FD-TC. 

LGFC reviews report and advises FD-

TC on whether DLI is met. 

DLI 1.4: The 

quality of 

fiscal 

The average score on the assessment of health 

resources management in the annual 

performance assessment and the average score 

No OPM, and the 

LG 

Assessment 

FD-TC on the 

advice of an 

independent 

Year 1 

OPM reviews the APA report and 

advises the LPA-TF whether the a. has 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

management 

of education 

resources by 

LGs is 

maintained 

of the 20 worst LGs are both higher than in 

FY-1. 

a. The average score of the Annual 

Performance Assessment for all local 

governments in FY-1 is greater than the 

average score for the Assessment in FY-2  

b. The average score of the worst performing 

20 local governments in the Annual 

Performance Assessment for FY-1 as a 

share of the average for all local 

governments is greater than in the 

Assessment for FY-2 

Task Force  

Annual 

Performance 

Assessment 

Reports 

OPAMS or 

equivalent 

website 

firm provides 

quality 

assurance of 

sample of 

results 

commissione

d by OPM. 

 

been met, using the format in the POM. 

The LGPA -TF then advises the FD-TC 

on whether the DLI has been met. 

Year 1 to Year 5 

OPM reviews the APA report and 

advises the LPA-TF whether the a. and 

b. has been met, using the format in the 

POM. The LGPA task force then 

advises the FD-TC on whether the DLI 

has been met.   

Guidelines at the LG and school level updated, 

addressing fiduciary, environmental and social 

risks and grievance redress. 

Relevant LG and School level guidelines and 

manuals are updated as specified in the POM:  

a. to reflect new and existing policies and 

systems;  

b. to address technical, fiduciary, social and 

environmental risks as specified in the 

POM.  

No LG and School 

Level 

Guidelines 

FD-TCLGFC Year 1 

MoEST Compiles revised guidelines 

and submits to the FD-TC.   

LGFC verifies whether the Manuals 

address the issues set out in the POM.  

Results Area 2:  Enhancing Adequacy and Equity of Fiscal Transfers and Fiscal Management of Resources for Health Services 

 DLI 2.1: 

Annual 

increase in 

budget 

allocation to 

sector 

conditional 

grants (wage, 

non-wage 

recurrent, and 

MT plan for increasing budget allocations to 

the transfers reflected in the MTEF with FY1 

allocations at least a target percentage higher 

than in FY0. 

a. A medium-term plan for increasing budget 

allocations to the transfers and phasing in 

the formulae which states the annual 

allocations for sector conditional grants 

from 2018/19 to 2022/23 is approved by 

MoFPED and MoH and is in the POM. 
 

b. For the respective Financial Years in the 

No MoFPED  

 

Medium Term 

Plan for 

Increasing 

budget 

allocations to 

the transfers 

and 

communicatio

n showing 

FD-TCLGFC Year 1 

MoFPED reviews the draft budget 

estimates and OTIMS before 

submission to parliament, checks 

whether a, b and c are true and correct 

and makes any adjustments necessary. 

MoFPED also monitors any subsequent 

budget adjustments. 

After the approval of the budget in June, 

MoFPED reviews the draft budget 

estimates and OTIMs, checks whether a, 



 

 

52 

 

DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

development) 

to LGs for 

health services 

plan allocations to sector grants in the 

MTEF are greater than or equal to the sum 

of both allocations to sectoral conditional 

grants (wage, non-wage recurrent, 

development) in the plan and any 

allocations to support services and 

transitional development grants for the 

sector. 

c. Aggregate medium term allocations for 

grants consistent with these allocations 

also available on OTIMS or available 

online in another form.  

d. The percentage increase in total 

allocations for sector wage, non-wage 

recurrent and development grants 

(excluding support services and 

transitional development grants) between 

the approved budget for FY1 and FY0 

year must be at least the percentage 

specified in the DLI. 

If (a) to (d) are not achieved during FY0 then 

they can be achieved in FY1.  In FY1 (d) is 

achieved through a supplementary budget 

during FY1.  

approved by 

PS MoH and 

PS/ST 

GoU 

Approved 

Budget 

Approved 

Budget MTEF 

b and c are true and provides 

documentary evidence (excerpts from 

budget docs, web link and screenshots).  

It then submits a report to the FD-TC 

providing evidence that the DLI has 

been met. LGFC reviews report and 

advises FD-TC on whether DLI is met. 

Year 2-4 

In addition to repeating the tasks carried 

out task 2, MoFPED also checks 

whether d is correct, initially at the time 

of the draft budget.  

Following the approval of the budget, 

MoFPED produces a report and submits 

it to FD-TC. LGFC reviews report and 

advises FD-TC on whether DLI is met. 

DLI 2.2: 

Enhanced, 

equitable 

formula for 

operational 

grants in 

health phased 

in as planned 

Budget allocations consistent with agreed 

formula phase in plan and publicly available 

online. 

(a) A formula approved by the MoH is in 

place in 2017 for the Health Non-Wage 

Recurrent Conditional Grant including a 

set of variable and weightings and this 

formula is stated in the POM and the 

Annual Budget Estimates for or equivalent 

for FY1.  

(b) The data for all variables on which are 

No Communicatio

n showing 

approved 

formula and 

phase in plan 

signed by PS 

MoES. 

MoFPED 

GoU 

Approved 

Budget for 

FD-TCLGFC Year 1 to 5 

At the time of the first budget call and 

draft budget MoFPED checks that a. to 

e. are true and documentary evidence in 

place using the guidance in the POM, 

and ensure that the approved budget 

remains consistent.  

After the close of the financial year 

MoFPED report on a to be as specified 

in the POM and submit a report to FD-

TC. LGFC reviews report and advises 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

used in computation of formula shares for 

FY1 and the list of education cost centers 

will be verified in writing by the 

institution responsible for producing that 

data and this data will be publicly 

available online on OTIMS or equivalent. 

(c) The sum of Health Non-Wage Recurrent 

Conditional Grant allocations to all LGs in 

the approved (or revised) budget for FY1 

are at least as high as those in the grant 

uplift and formula phase in plan. 

(d) The approved (or revised) LG budget 

allocations to the Health Non-Wage 

Recurrent Conditional Grant for FY1 are 

calculated using the approved formula and 

mathematical principles set out in the 

POM, which includes the results of the 

annual performance assessment linked to 

at least 50% of grant allocations.  

(e) Grant allocations for FY1 are publicly 

available online OTIMs or equivalent 

(f) From 2020/21 onwards (Year 4) 

performance incentives will be introduced 

as specified in the POM. 

If (a) to (f) are not achieved during FY0 then 

they can be achieved in FY1.  In FY1 (c) and 

(d) are achieved through a supplementary 

budget during FY1. 

transfers for 

FY1. 

GoU Release 

Data for FY0 

Official 

statistics 

signed off by 

data producers 

Maths 

underlying 

formulae and 

phase in 

(consistent 

with OTIMs) 

FD-TC on whether DLI is met. 

Year 4 & 5 

MoFPED verifies (f) is true using the 

process set out in the POM. 

Budgeted transfers for FY0 released in full and 

releases publicly available online 

(g) Grant releases for FY0 are publicly 

available on OTIMs or equivalent Grant 

disbursements 

(h) Annual health non-wage recurrent 

conditional grant releases to every 

No GoU 

Approved 

Budget for 

transfers for 

FY0. 

GoU Release 

Data for FY0 

FD-TCLGFC Year 1 to 5 

MoFPED will ensure and check that all 

release data is up to data and provide 

evidence that release data for FY0 is 

available online (f).  

Year 2 to 5 

In preparing fourth quarter cash limits 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

individual local government for FY0 are 

at least 97% of the approved budget for 

that LG. 

If (g) and (h) are not achieved during FY0 then 

they can be achieved for FY0 in FY1.  In FY1 

(h) is achieved through both a supplementary 

budget during FY1 of the equivalent of the 

value of any shortfall in releases to each LGs 

below 97% in FY0 and DLI 1.2 (h) being 

achieved in FY1 for the revised budget. 

for FY0, MoFPED will ensure full 

releases can be accommodated. After 

the fourth quarter cash limits of FY0 are 

issued MoFPED will check whether (h) 

has been met by reviewing LG warrants 

submitted. If there are issues, then 

MoFPED will take action. 

After the close of the financial year 

MoFPED report on (h) as specified in 

the POM and submit a report to FD-TC. 

LGFC reviews report and advises FD-

TC on whether DLI is met. 

DLI 2.3: 

Enhanced, 

equitable 

formula for 

development 

grants in 

health 

implemented 

as planned 

FY1 budget allocations are in line with formula 

and phase in plan and FY0 budget 

disbursements are made in full to LGs which 

meet minimum requirements. Both are 

available online. 

(a) A formula approved by the MoH is in 

place in 2017 for the Health Development 

Conditional Grant including a set of 

variable and weightings and this formula 

is stated in the Annual Budget Estimates 

for or equivalent for FY1.  

(b) The data for all variables on which are 

used in computation of formula shares for 

FY1, including performance assessments 

results, will be verified in writing by the 

institution responsible for producing that 

data and this data will be publicly 

available online on OTIMS or equivalent. 

(c) The sum of Health Sector Development 

Grant allocations to all LGs in the 

approved (or revised) budget for FY1 are 

at least as high as those in the grant uplift 

plan. 

No Communicatio

n showing 

approved 

formula signed 

by PS MoES. 

GoU 

Approved 

Budget for 

transfers for 

FY1. 

GoU Release 

date for FY0 

Official 

statistics 

signed off by 

data producers 

Maths 

underlying 

formulae and 

phase in 

(consistent 

with OTIMs) 

FD-TCLGFC Year 1-5 

At the time of the draft budget MoFPED 

checks that a. to e. are true and verified 

using a template specified in the POM.  

After the close of the financial year 

MoFPED will compile information on 

b. to f and submit a report to FD-TC. 

LGFC reviews report and advises FD-

TC on whether DLI is met. 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

(d) The approved (or revised) LG budget 

allocations to the Health Sector 

Development Grant for FY1 are calculated 

using the approved formula and 

mathematical principles set out in the 

POM.  

(e) Grant allocations for FY1 will be publicly 

available on OTIMs or equivalent. 

If (a) to (d) are not achieved during FY0 then 

they can be achieved in FY1.  In FY1 (c) and 

(d) are achieved through a supplementary 

budget during FY1. 

 

Budgeted transfers for FY0 released in full and 

releases publicly available online 

(f) Grant releases for FY0 are publicly 

available on OTIMs or equivalent Grant 

disbursements 

(g) FY0 annual releases to the development 

grant are at least 97% of the annual budget 

for that grant for all LGs which met 

accountability requirements by the end of 

December of FY0, based information 

from the annual performance assessment 

for FY-1 and updates from MoFPED. 

If (f) and (g) are not achieved during FY0 then 

they can be achieved for FY0 in FY1.  In FY1 

(g) is achieved through both a supplementary 

budget during FY1 of the equivalent of the 

value of any shortfall in releases to each LGs 

below 97% in FY0 and DLI 1.2 (g) being 

achieved in FY1 for the revised budget. 

No Assessment 

results and 

MoFPED 

register of 

requirements 

met 

GoU 

Approved 

Budget for 

transfers for 

FY0. 

GoU Release 

Data for FY0 

FD-TCLGFC Year 1 to 5 

MoFPED will ensure and check that all 

release data is up to data and provide 

evidence that release data for FY0 is 

available online (f).  

Year 2 to 5 

In preparing fourth quarter cash limits 

for FY0, MoFPED will ensure full 

releases can be accommodated. After 

the fourth quarter cash limits of FY0 are 

issued MoFPED will check whether (g) 

has been met by reviewing LG warrants 

submitted for all LGs that have met 

accountability requirements by 

December of FY0. If there are issues, 

then MoFPED will take action. 

After the close of the financial year 

MoFPED report on g as specified in the 

POM and submit a report to FD-TC. 

LGFC reviews report and advises FD-

TC on whether DLI is met. 
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

DLI 2.4: The 

quality of 

fiscal 

management 

of health 

resources by 

LGs is 

maintained 

The average score on the assessment of health 

resources management in the annual 

performance assessment and the average score 

of the 20 worst LGsare both higher than in FY-

1. 

a. The average score of the Annual 

Performance Assessment for all local 

governments in FY-1 is greater than the 

average score for the Assessment in FY-2  

b. The average score of the worst performing 

20 local governments in the Annual 

Performance Assessment for FY-1 as a 

share of the average for all local 

governments is greater than in the 

Assessment for FY-2 

No OPM, and the 

LG 

Assessment 

Task Force  

Annual 

Performance 

Assessment 

Reports 

OPAMS or 

equivalent 

website 

FD-TC on the 

advice of an 

independent 

firm provides 

quality 

assurance of 

sample of 

results 

commissione

d by OPM. 

 

Year 1 

OPM reviews the APA report and 

advises the LPA-TF whether the a. has 

been met, using the format in the POM. 

The LGPA -TF then advises the FD-TC 

on whether the DLI has been met. 

Year 1 to Year 5 

OPM reviews the APA report and 

advises the LPA-TF whether the a. and 

b. has been met, using the format in the 

POM. The LGPA task force then 

advises the FD-TC on whether the DLI 

has been met.   

Guidelines at the LG and health facility level 

updated, addressing fiduciary, environmental 

and social risks and grievance redress. 

Relevant LG and Health Facility level 

guidelines and manuals are updated as 

specified in the POM:  

c. to reflect new and existing policies and 

systems;  

d. to address technical, fiduciary, social and 

environmental risks as specified in the 

POM.  

No LG and Health 

Facility Level 

Guidelines 

FD-TCLGFC Year 1 

MoH Compiles revised guidelines and 

submits to the FD-TC.   

LGFC Reviews whether the Manuals 

address the issues set out in the POM.  
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

Results Area 3:  Improvement in Fiscal Management of Education and Health Services 

DLI 3: LG 

performance 

assessments, 

VfM audits, 

and fiscal 

management 

improvement 

planning take 

place 

Annual performance assessment of FY-1 is 

conducted, validated and publicly 

disseminated. 

(a) A local government performance 

assessment manual, which forms part of 

the POM, has been approved and 

disseminated. 

(b) An annual assessment of local government 

performance has taken place which 

applies the relevant version of the 

performance assessment manual. 

(c) The results of the assessment are made 

publicly available online on OPAMS or 

equivalent, and this includes the overall 

assessment results, and the detailed 

assessment criteria and supporting 

evidence.  

No OPM, and the 

LG 

Assessment 

Task Force  

Annual 

performance 

assessment 

manual 

Annual 

performance 

assessment 

results 

OPAMS or 

equivalent 

website 

FD-TC on the 

advice of an 

independent 

firm provides 

quality 

assurance of 

sample of 

results, 

produced by 

a independent 

firm 

commissione

d by OPM. 

 

 

Year 1-5 

OPM hires an independent firm to 

conduct the APA. The firm will follow 

the procedure provided in the 

assessment annual (as updated) which is 

an appendix to the POM. OPM will hire 

a second QA independent firm to 

provide quality assurance on a sample 

basis. 

OPM, as chair of the assessment Task 

Force submits the final assessment 

report to the FD-TC including the 

complete results of the APA.  

 Assessment manual for assessment of FY 

2018/19 onwards updated and disseminated to 

take into account updated procedures in grant 

manuals and agreed additional performance 

parameters.  

(d) Assessment criteria in the annual 

performance assessment manual are 

updated, where necessary, based on 

adjusted procedures and manuals for the 

assessment manual to be used in the 

assessment to be carried out starting 

August 2019 and the new framework for 

performance incentives for non-wage 

recurrent conditional grants.  

No LG manuals 

and guidelines 

LG 

Performance 

Assessment 

Manual 

FD-TCLGFC Year 1 

In addition to the standard annual 

procedures above the Education, Health 

and LG Support Task forces will submit 

updated manuals to the FD-TC.  

Year 3 

In addition to the standard annual 

procedures above the LG Assessment 

task force will update the assessment 

manual in line with adjusted procedures 

and guidelines, as appropriate.  
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DLI Definition of Achievement (in FY0) 

Scalability of 

Disbursement

s 

Data Source/ 

Agency 

Verification 

Entity 
Procedure 

Performance Improvement Plans prepared for 

and agreed with a specified number of local 

governments and in a specified number of 

thematic areas of underperformance. 

a. A Specified Number of Local 

Performance Improvement Plans for FY1 

using the format in the POM in place and 

agreed between the relevant central 

government ministries and approved by 

the LGPI Task Force,  

b. At least a target number of Thematic 

Performance Improvement Plans using the 

format in the POM for FY0 in place and 

approved by the LGPI Task Force. 

c. An evaluation report for Performance 

Improvement Plans for FY-1prepared and 

approved by the LGPI task force and 

published on OPAMS  

No MoLG and the 

LGPI task 

force 

L-PIPs for 

FY0 

T-PIPs for 

FY0 

Evaluation 

Report for FY-

1 

Minutes of TF 

meetings 

FD-TCLGFC Year 1 

MoLG compiles the L-PIPs and T-PIPs 

as documentary evidence and ascertains 

whether a. and b. have been achieved 

and advises the LGPA-TF. The LGPI-

TF then reports to the FD SC. 

Year 2-Year 5 

MoLG compiles the L-PIPs and T-PIPs 

as documentary evidence and ascertains 

whether a., b. and c have been achieved 

and advises the LGPA-TF. The LGPI-

TF then reports to the FD SC.  

A VfM audit is conducted of local government 

expenditures in health and education in a 

sample of local governments as specified in 

the POM. 

No OAG 

Audit Report 

FD-TCLGFC Year 1 and 5 

OAG submits to FD-TC the report by 

the end of December. LGFC assesses 

whether report is to standard and 

advises the TC 

Notes: FY0 = Financial Year DLR fall under (column heading in DLI Matrix). FY1 = Financial Year after FY0; if new higher local governments are created as 

part of the operation, then DLIs measuring equity will be calculated on the basis of the original LGs by adding the allocations of the split local governments back 

together. POM will provide reporting formats for purposes of DLI verification.
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99. Individual LGs, through their local level planning process, decide which particular 

outcomes they want to achieve and so it is not practical to base DLIs on a wide array of 

LG-level outcome indicators.  The Program’s strategy is to steadily and systematically 

strengthen the institutional performance incentives through procedures and systems for PFM, 

accountability, procurement, etc.  The strategy also seeks to address bottlenecks for effective 

service delivery (e.g. poor inspection) and to provide partial financing for a gradual rollout of 

the new formulae for grants to LGs.  These formulae will help reduce the disparities while 

also incentivizing LG performance through their performance-based components combined 

with targeted performance improvement support. 

 

100. The LG performance assessments are based on a wide range of cross-cutting process 

performance measures that can be assessed within a one-year timeframe.  The LG 

performance assessments include cross-cutting and sector-specific measures which comprise 

an overall performance score on which funding levels will be partially based (50 percent 

weight on the score).  Cross-cutting measures cover a) planning, budgeting and execution; b) 

human resource management; c) revenue mobilization; d) procurement and contract 

management; e) financial management; f) governance, oversight, transparency and 

accountability; and g) social and environmental safeguards.  The measures under a), for 

example, are:   

(i) All new infrastructure projects in: (i) a municipality; and (ii) all Town Councils in a 

District are approved by the respective Physical Planning Committees and are 

consistent with the approved Physical Plans –  maximum 4 points 

(ii) The prioritized investment activities in the approved AWP for the current FY are 

derived from the approved five-year development plan, are based on discussions in 

annual reviews and budget conferences and have project profiles – maximum 6 

points 

(iii) Investment activities in the previous FY were implemented as per AWP – maximum 

6 points 

(iv) The LG has executed the budget for construction of investment projects and O&M 

for all major infrastructure projects and assets during the previous FY – maximum 4 

points   

A complete list of measures for LG performance assessments is provided in Annex 5. 

101. The LG performance assessments also use sector-specific (health and education) 

performance measures in the overall performance score.  For education under the human 

resources category the performance measures are:  a) The LG education department has 

budgeted and deployed teachers as per guidelines (a Head Teacher and minimum of 7 

teachers per school) – maximum 8 points; b) LG has substantively recruited all primary 

school teachers where there is a wage bill provision – maximum 6 points; c) LG has 

substantively recruited all positions of school inspectors as per staff structure – maximum 6 

points; d) The LG education department has submitted a recruitment plan covering primary 



 

 

60 

 

teachers and school inspectors to HRM for the current FY – maximum 4 points; and e) The 

LG education department has conducted performance appraisal for all primary school head 

teachers and school inspectors during the previous FY – maximum 6 points.  The other 

categories are: monitoring and inspection and, as for cross-cutting measures, procurement 

and contract management, financial management, governance, oversight, transparency and 

accountability, and social and environmental safeguards.  These measures are designed to 

measurable on an annual basis, whereas final outcomes may take several years to become 

apparent.  For example, the process of building a school, staffing it and having students 

complete at least one academic year could 3 to 4 years, which could well extend beyond the 

timeframe of the Program.    

102. The Program value chain includes additional indicators that includes final outcomes 

of social service delivery (Table 9).  These indicators cover the full value chain from 

improved planning and inputs to final outcomes and measure the equity and improved 

resource management goals in the PDO.  Improvements in LG resource management are 

measured, for example, through LG performance assessments, which, themselves, constitute 

a new Program incentive to improve performance.  LGs that meet performance criteria 

receive a higher allocation.  Longer term improved management gains would be measured by 

improvement in final outcomes per shilling invested.  However, that indicator might take 

longer than the Program life to measure.  LGs are responsible for data collection at the local 

level and MoFPED is responsible for all other data collection and analysis.  Annex 1 presents 

the Program results framework with annual targets.  

Table 9. Value Chain: Aggregated Results Indicators 

Link in Value Chain Indicator 

Planning Fiscal Transfers design that incorporates inter-LG distribution according to new 

allocation formulae. 

Inputs Amount of increased overall funding for decentralized social services 

Aggregate allocations of LG development funding in $ 

Procurement of physical resources 

Amount of resources going to recurrent costs 

Outputs Total aggregate capacities of built structures as measured by:
15

 

   Number of new classrooms 

   Number of student places 

   Number of new health clinics and increase in the potential number of people 

served 

Intermediate 

outcomes/Results (within 

Program timeframe) 

Increased real per capita fiscal transfers to poor LGs 

      Non-wage recurrent  

      Development grants 

 

Distribution targets across LGs-Highest to Lowest ratios, Quintiles, Gini 

coefficient across LGs 

Intermediate 

outcomes/results (longer 

term—at or after end-of-

Program) 

Service Delivery:  number of patients served, average enrollment rate increase 

across LGs, and especially in the lowest performing areas (according to baselines) 

                                                      
15

 Currently, Development Grants to LGs are sufficient only to carry out renovations of existing structures.  Because 

the proposed PforR will increase the amounts of Development Grants, LGs will be able to finance small scale 

primary schools and health centers.  This increase in resources is expected to have strong pro poor benefits. 
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Link in Value Chain Indicator 

Proxy Outcomes -LG performance Assessment scores 

-Beneficiary satisfaction with health and education services, progress construction 

of facilities, personnel hired. 

-District receive unqualified audit from AG (proxy for VfM-see PER 2013) 

-For institutional improvements and efficient service: Proxy: Average 

performance score in the annual performance assessments.  

Final Outcomes Actual health and education outcomes, e.g., enrollment, lower drop out ratios, 

lower repetition rates, overage students, higher test scores 

Efficiency Indicators Cost per unit of capacity 

Cost per beneficiary served (by type) 

103. Public spending per capita is the key factor most closely associated with outcomes in 

the health and education sectors.  The 2013 PER showed that higher levels of education 

spending are associated with better education outcomes. Similarly, higher health spending is 

associated with higher league table scores (p. 66 and Annex 3 to the PER). There are strong 

reasons to believe that, all else being equal, increased resources should improve outcomes.  

Thus, public spending per capita is an appropriate indicator of equity as well as of higher 

level outcomes.  

 

104. The M&E for the Program will be carried out by MoFPED and will depend on 

three main tools.  The M&E for the Program will rely on i) the Online Transfer Information 

Management System (OTIMS) which is already fully implemented and provides all of the 

necessary information to track Program activities; ii) the performance assessments of the LGs 

(described in detail below); and iii) reports by the Auditor General on the use of the fiscal 

transfers.  OTIMS is a tool to assist in the development and transparent management of 

transfer allocations.  OTIMS has been developed to allow users to access, view and compare 

sector statistical and transfer information by LGs to help develop formulae for transfers – 

allowing simulations of the grant allocations under the new formulae and the impact of 

phasing in new formulae.  Annex 5 provides a summary of responsibilities of relevant 

agencies in carrying out the LG PA. Responsibilities of relevant agencies in carrying out the 

LG PA will be detailed in POM. 

105. OTIMS will also be valuable in improving the transparency of management of 

allocation formulae.  Some sectors have reported that though allocation formulae exist, 

actual allocations are adjusted based on ad hoc requirements, which has made funding less 

equitable. Increasing the transparency of the application of allocation formulae would help 

ensure that objective and rules-based allocation formulae are maintained, adjusted and 

adhered to over time.  A portal on the Uganda Budget Website (www.budget.go.ug) will act 

as a central repository for the public to view sector performance, financial information and 

other information relating to allocation formulae.  It is currently possible to access OTIMS as 

a guest user to view data and allocation formulae.  Guest users are able to view data and 

simulate changes to the allocation formulae, but are not able to save changes. 

106. The allocation formulae, once set, the should be fixed and formally reviewed every 

five years.  An independent, formal review of all formulae will assess whether they are 

achieving their intended goals and accommodate policy changes.  Recommendations should 
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then be formally adopted by the Government.  Small changes may be needed in between the 

formal reviews, but these should be relatively modest.  The Government should also consider 

how to flexibly accommodate limited ad hoc decisions regarding allocations (such as 

presidential pledges).   

107. Systems will be strengthened to ensure adherence to the new allocation formulae. 

Transparency of the formulae and data used will be enhanced using the Budget Website and 

Budget Framework Paper. If sectors fail to apply formulae consistently, there may also be a 

case for automating some aspects of the calculations. In addition, systems for improving the 

quality and availability of data should be introduced.   

Overview of the Local Government Performance Assessment System Design 

108. The performance assessments of LGs are being designed as a mechanism for 

incentivizing efficient LG administration and service delivery.
16

 These assessments seek 

to i) strengthen accountability and the linkage of expenditure to national and local priorities 

for service delivery by linking the appointment of accounting officers and signing of 

performance contracts to adherence to core budget and accountability requirements; ii) 

strengthen the management of service delivery and development projects at the local level by 

linking the size of discretionary and sectoral  development grants to the results of the 

assessments of the functioning of cross cutting and sectoral institutional processes and 

systems; and iii) incentivize the provision of service delivery results and processes in 

individual service delivery units (schools, health facilities), by linking the size of operational 

transfers to these facilities to performance of those facilities.  Table 10 summarizes the new 

assessment system.  The assessment system has been designed by the Local Government 

Performance Assessment (LGPA) Task Force chaired by the OPM, with technical assistance 

from MoFPED, and with representation of the relevant Ministries, Departments and 

Agencies and with comprehensive field level reviews and testing at the LG level.  

109. The assessment system has five core principles and follows a number of core design 

principles.   

(a) Objectivity and attribution of performance measures: The performance measures 

that have been selected are those that can be objectively verified, under attribution of 

LGs, and which can be assessed in a standardized manner across the country. 

(b) Target essential improvements in LG performance: The performance measures are 

to a) have an impact on LG performance and address key blockages in service 

delivery; b) be based on statutory requirements and best practices; and c) be 

challenging but achievable in the short and medium term. Arrangements have to be 

put in place to provide prior support to LGs before the first assessment is conducted, 

as well as follow-up and capacity building support to address capacity gaps 

identified. 

(c) Ensure effective and timely administration of rewards and sanctions: The local 

government performance assessment will be conducted in a timely manner to: 

inform the appointment of Accounting Officers and to inform the annual planning 
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and budgeting process, including the announcement of the indicative planning 

figures on the grants. 

(d) Credibility and neutrality of the assessment process: The assessment processes will 

be contracted out to private firm(s) with capacity; the quality assurance process will 

also be contacted out to an independent firm or individuals.  In addition, there will 

be a system for complaints handing and verification; and an inter-ministerial team 

will approve the assessment results. 

(e) Costs-effectiveness and sustainability: The local government assessment system will 

to the extent possible measure performance based on data collected through existing 

M&E systems; only for selected (qualitative) performance measures field work will 

be conducted.  

110. The performance score will not influence the amount available for the total number 

of LGs (total grants to all LGs), but only the way (size) they are allocated horizontally 

for each LG (adjusted up and down against what they would have received if they had the 

average performance score).  The LG PA Task Force will recommend the percentages of the 

grant that should be allocated based on performance, after simulations based on the available 

resources per year. The performance score calculation will be conducted for each 

performance-grant – DDEG, Water, Education and Health development grants.  The 

percentages agreed should lead to +/- up to, approximately, 20 percent adjustment in the 

allocation compared to a system based on 100 percent on the basic formulae, in a system 

where every performance measure counts, and it will be made clear for each LG which 

changes have been made due to their performance against the average score. 

Table 10. Comprehensive Local Government Performance Assessment 

Issue Adherence to Core Budget 

and Accountability 

Requirements 

Functionality of crosscutting and 

sector LG Processes and Systems 

Service Delivery 

Results  

What is 

assessed 
 Budget requirements 

 Accountability requirements 

 Core/generic/crosscutting 

processes & Systems 

 Sector Processes & Systems 

 Service delivery 

results 

Institution/ 

unit 

assessed 

 Accounting Officer’s 

adherence to performance 

contract 

 District or Municipal 

Administration 

 District or Municipal sector 

departments 

 Sub-county, Town Council 

Administration/municipal 

divisions will be included on a 

pilot basis in the first assessment 

in 2017 

 Service Delivery 

Unit (Health 

facilities & Schools) 

Grant 

Impact 
 Determine appointment of 

Accounting Officer and 

release of funds (safeguard) 

 Performance element of DDEG  

 Sector development grants 

 Performance 

allocation for NWR 

grants for service 

delivery units 

Provide 

incentives 

for 

 Budgets linked to national 

and local priorities and 

stronger accountability 

 Stronger LG management of 

service delivery and 

development projects 

 Better results in 

schools and health 

facilities 
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111. The Cycle Performance Assessment and Performance Improvement involves two six 

monthly periods: 

 The Annual Performance Assessment: The assessment is carried out by an independent 

firm, and procurement will start in May of the previous financial year. The assessment of 

accountability requirements and functional processes and systems will take place between 

August and December each year. In parallel a quality assurance firm will be contracted 

which will verify a sample of assessments. The results will be validated by OPM and 

sector ministries and agreed by the LGPA Task Force by the end of December and by the 

SC in January/February and subsequently published. Following this, the IPFs will be 

adjusted for development grants prior to the issuing of the second budget circular. The 

assessment of budget requirements will take place between March and June and feed into 

the finalization of LG budgets.   

 Performance Improvement Planning.  In December each year, alongside the 

finalization of the annual assessment the LG-PI task force, under the coordination of 

MoLG, will identify the local governments and thematic areas to be placed on 

Performance Improvement Plans based on the assessment results. Teams to prepare and 

implement PIPs will also be assembled by the LG-PI task force. In January of each year 

PIPs will be prepared.  Teams will visit LGs to agree PIPs based on their assessment 

results, and thematic PIPs will be prepared. Between February and June PIPs will be 

implemented and LGs and Line Ministries will report on progress in July following the 

close of the year.  Following the completion of the Annual Assessment, a report 

determining the impact of PIPs will be prepared. 

 

Table 11. Process for Managing the Assessment Process 

 
112. In the first year of the Program an exercise of updating and disseminating manuals 

relating to the management of resources in local governments will take place. This will focus 

on updating sector budgeting guidelines, sector investment guidelines and facility guidelines, 

ensuring that, inter alia, fiduciary and safeguard issues are taken care of.   
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113. Capacity building for M&E for the Program is underway. The new CLGPA has been 

tested by the central government.  The purpose of this pilot is to achieve the objectives 

above, and improve the government’s capacity to evaluate the LG’s performance in using the 

additional resources to deliver social services and to report on the effectiveness of that 

delivery.  When the system is fully developed and information on how best to conduct the 

evaluations is captured, the performance assessments will be rolled out across all LGs. In 

addition to the CLGPA, there are other M&E systems, including sector MIS, MoLG 

inspection, and NPA assessments on LGs’ capacity and performance in planning. All of these 

forms of M&E will be important to ensure that LGs, especially ones with weaker capacity, 

are supported to improve efficiency and effectiveness, particularly in light of the increased 

amount of resources expected provided by the Program. 

 

Rationale for Public Provision and Financing 

114. Health and education expenditures fund public goods and are therefore 

appropriately publicly funded.  The vast majority of countries in the world recognize this. 

The provision of basic health and education services benefits not only recipients of these 

services but also others and the nation as a whole.  Better educated youth are able to create 

more to the economy as a whole.  Improved health also allows for greater economic output 

and other public goods including lower mortality and fertility.  Private provision of these 

services is not feasible, particularly in the areas that are most in need of better social services 

because people in these areas do not have the resources to fund basic social services. 

Program’s Economic Impact 

115. The main rationale for public financing is that public spending per capita is the 

factor most closely associated with outcomes in the health and education sectors.  The 

Program will increase value-for-money in education and health expenditures in the districts 

that are lagging behind which will help to achieve better outcomes for any given level of 

spending.  Bringing every district up to the outcome-to-spending ratio of the districts that 

perform very highly in both health and education sectors is estimated to save about 0.8 

percent of GDP.  For comparison, this exceeds annual recurrent public administration 

expenditures of all districts.  This rationale is based on evidence that the highest levels of 

value-for-money are found in districts with low levels of spending.  It is also clear that in 

absence of improved funding for the lowest funded districts, health and education outcomes 

will not improve.  

Economic Benefits Measured by the Program Results Framework 

116. The financial resources from and the more equitable allocation formulae supported 

by the Program will support LGs’ plans to improve delivery of health and education 

services, which will lead to improved outcomes.  With additional resources and more 

equitable distribution targets across LGs, highest to lowest fiscal transfer ratios will be 

reduced.  The results framework will measure the resulting benefits in terms of LGs’ 
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performance in increasing the total aggregate capacities for health and education services.   

Further down the results chain, these facilities (along with adequate staffing) will translate 

into an increase in the number of patients served, average enrollment rate increase across 

LGs.  The results framework, as an intermediate measure of outcomes, may also conduct 

selective beneficiary satisfaction surveys relating to health and education services, progress 

construction of facilities, personnel hired, etc.  Ensuring efficient cost per unit of capacity as 

well as cost per beneficiary served (by type) will also be part of Program management.  

Actual health and education outcomes, e.g., enrollment, lower drop out ratios, lower 

repetition rates, overage students, higher test scores will also be measured though it is likely 

to extend beyond the life of the Program. 

117. The Program supports the principle that every child should have the same 

opportunities no matter where they live.  Equality of opportunity embodies not only an 

equity benefit, but also can produce economic benefits for the reasons stated above.  Shifting 

resources to those areas that currently offer less opportunity and less funding, will have a 

larger effect on education and health outcomes.   

118. In the absence of the Program, the government program will not be able to increase 

social expenditures to a meaningful level in the poorest LGs.  A re-distribution through 

the allocation formulae will help to some degree, but there is the risk that expenditures will 

be insufficient to make a palpable difference in health and education outcomes.  In order to 

lay the groundwork for urban migration the improvement in social outcomes will have to be 

significant for rural population to be competitive in urban labor markets.  In addition, without 

additional resources, the incidence of ‘losers’ in the redistribution will be higher.  In the 

absence of the Program the GoU will have less partner support in the implementation of the 

more equitable allocation formula. 

119. Equity and improved management benefits are estimated to contribute 0.8 percent 

to GDP.  This contribution is the combined effect of the improved equity in allocation of 

fiscal transfers, improved incentives to perform and performance based components.  

Benefits also derive from improved performance in PFM, transparency, and procurement. 

120. Another economic benefit of the Program is helping avoid a migration of people to 

LGs with better services but not necessarily more jobs.  The Program deals with this risk 

by improving health and education services in underserved LGs so that people will not feel 

the need to move to better served LGs.  And, if the Program can contribute to better health 

and education outcomes, then over time people in poorer LGs will be in a better position to 

move to areas where there are actual jobs. 

121. The introduction of new allocation formulae itself will aim to minimize the number 

of ‘losers’, or avoid losers altogether.  To minimize the number of LGs that get fewer 

resources than under the current grant system, changes will be gradually phased in over the 

medium-term.  The number of ‘losers’ depends on plans to increase the share of transfers to 

local government in the national budget.  As noted above, if more resources are made 

available to local governments, it will be easier to increase the equity of allocations without 

reducing the amount local governments receive under existing formulae.  Changes to the 
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MTEF during the roll-out process may require an adjustment to the schedule for phasing in 

new allocations. 

Economic Evaluation of the Program 

122. An econometric analysis of district level data shows that the District League Score 

increases per dollar of additional transfer for Health and Education.  Districts were 

ranked by two efficiency measures considering health and education outcomes per dollar of 

spending and outcome regressed against spending per capita and social conditions.  By 

ranking districts in this way, the economic analysis can determine whether the Program 

promotes efficiency by ensuring higher allocations to those Districts in which social spending 

have shown to achieve better outcomes per dollar than other districts.  Annex 4 provides 

additional details on the methodology. 

123. Results are reported in Annex 4 and standard errors are robust). The efficiency 

measure used in the table is the outcome-to-spending ratio; spending is sector-budgeted 

spending per capita (in 1,000s of U Sh); governance is a dummy that is 0 if the district 

received an unqualified audit in the Auditor General’s Annual Report and 1 if not; and 

income is a GDP Index for districts that ranges from 0 to 1, calculated by the UNDP in its 

Uganda Human Development Report 2007.   

124. The four principles of the allocation formulae detailed in Annex 2 apply important 

economic considerations to promote efficiency and equity of the financing.  1.) Formulae 

should be simple and transparent so that government will be able to implement the formulae 

more efficiently and so that the LGs and the public will understand how the formulae work; 

2.) Allocations should be equitable within the resources available, including capturing any 

major differences in need and cost, and ensure a balance between these factors, but should 

not use input criteria that might reinforce existing disparities in allocations; 3.) Variables 

should not be manipulated by LGs, nor provide a disincentive to improve service delivery, 

rather variables should be linked to overall objectives of the grant and service delivery 

mandates of local governments; and 4.) Variables should support predictable and politically 

viable allocations, with relative stability in changes from year to year and reliance on official, 

up-dated public statistics.  

125. The Program’s economic impact is also measured using LG level results indicators, 

but most impacts are not measurable during the life of the Program.  Therefore, 

economic benefits are based on progress on intermediate outcomes and projections of the 

value of improved health and education services financed by the Program.   Health benefits 

will be quantified according to standard methodologies including value of additional work 

made possible by health improvements.  Education benefits will be valued mainly on the 

enhanced wage rates related to additional years of schooling.   

World Bank Added Value  

126. The Program is expected to have a major impact on improving the overall financing of 

LG expenditures because it will address the two most important sectors in terms of funding:  

Education and Health.  The IDA is expected to contribute about one third of funding for the 
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four grants constituting the Program’s expenditure framework in a course of four years. In 

the 2016/17 approved budget, education and health sectors receive about 93 percent of the 

total non-wage recurrent conditional transfers, of which education accounts for 77 percent.  

Education and health account for 36 percent of conditional development grants to LGs, with 

education accounting for the majority at 27 percent (Table 10).  Thus, it is imperative to 

ensure efficient allocation of budget resources in these sectors.  

Table 12. Aggregated LG Non-Wage Recurrent and Development Expenditures 

    2016/17 

Budget 2017/18 2018/19 2019/20 2020/21 2021/22 

Sector Non Wage Recurrent             

Education  231.38 252.09 273.01 294.16 315.55 337.21 

Health 45.85 64.07 82.29 100.51 118.72 136.94 

Other sectors  21.46 24.01 26.86 29.73 32.69 35.77 

Non Wage Recurrent Total  298.69 340.28 382.17 424.39 466.96 509.93 

Sector Development               

Education 32.51 63.73 97.99 135.52 176.56 221.37 

Health 11.36 20.88 31.32 42.75 55.25 68.89 

Other Sectors 76.82 90.62 105.84 122.35 140.25 159.62 

Sector Development Total 120.69 175.23 235.15 300.62 372.06 449.88 

127. Adoption of the PforR instrument will help to achieve lasting results by leveraging 

finance to strengthen institutions and build capacity.  Implementation of effective fiscal 

decentralization reforms will result in fiscal savings and improvements in value-for-money 

that could be quite substantial.  In addition to supporting implementation of the 

intergovernmental fiscal transfers reform, the Program will help the central government to 

address poor performance in LGs in a number of ways.  The Program will support the design 

and coordination of an LG performance system within the existing government review 

processes and create mechanisms for target monitoring.  The Program will help to finalize 

performance-based components of the grants’ formulae which will help to enhance the LG 

incentives, and will follow up with capacity development activities which will help the 

central government to improve weak performance within and across LGs.   

 

128. Changes will be required for the Program.  To ensure efficient Program 

implementation and achievement of the PDO, the Program Action Plan (PAP) is intended to 

address a number of areas: (i) rollout of the new allocation formulae; (ii) timely release of 

funds by the central government to local governments; (iii) development and implementation 

of a plan to improve technical capacity improvement at the LG level, and (iv) improvement 

of the technical capacity of the MoFPED for Program implementation and M&E. 

Actions to Enhance the Capacity and Performance of the Agencies Involved   

129. To help achieve these objectives the following measures are supported by the World 

Bank and DFID: 

 Facilitate filling vacant positions in LGs 
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 Improve the central government’s capacity to undertake and to follow-up on the 

comprehensive assessments of the LGs.  

 Support MoFPED in the management of transfers during execution, in terms of 

disbursement of funds to higher and lower local governments and service delivery 

units, achieving timely release of funds for development grants 

130. These actions will lay the groundwork for a successful operation, and MoFPED will 

also identify further capacity building activities for the Program.  The Program will 

support piloting of the allocation formulae.  Initial piloting of the performance assessment 

has already been done.  An evaluation of the pilots will determine whether the formula is 

working properly, and the results will feed systematically into an overall review as part of the 

program.  It is envisioned that the formulae will be revised every 5 years.  The 

implementation of the Program will use and build on the existing GoU budget system and 

OTIMS for the allocation formulae rollout.   

131. The initial piloting of the performance assessment took place in 8 LGs.
17

  

Performance was reviewed for four key areas LG’s System and Processes: Cross-cutting, 

Education, Health, and Water & Environment. Four separate assessment tools were 

developed to review performance in these area, studying the same eight performance areas 

under each assessment but customized to each functional area. Each assessment tool 

comprises of 100 points. A criterion under a performance measure can give more than 1 

point, depending on its importance. Multi-score performance measures are scored using sub-

criteria. In this summary, performance scores are aggregated from the criteria to the 

performance measure, to the assessment area and assessment tool level. The detailed 

performance by criteria, including justification for the scores given, can be reviewed in the 

full performance report that has been prepared for each of the LGs that participated in the 

pilot assessments. 

132. To the extent scores are comparable across functions, the pilot LGs’ strongest performing 

function was the cross-cutting function, where Districts reached an average score of 54.3 out 

of 100, and Municipal councils (MCs) an average score of 48.5. Furthermore, the 

crosscutting function also showed the lowest variance in scores across the 8 LGs that were 

included in the pilot review – all LGs reached a score higher than 37. The second-best 

performance was observed for Water & Environment, with an average score of 52 for 

Districts (the MCs do not get Water & Environment Grants, since they are served by 

NWSC). The Education and Health assessments had considerably lower scores, possibly 

owing to the fact that these departments were also assessed for some functions that they do 

not consider to be among their core responsibilities (although important for corporate service 

delivery), and further owing to them not being used to the format of performance assessment 

applied. The health and education assessments resulted in average scores of 41.1 and 38.9, 

respectively. The average performance for each LG included in the pilot is shown in Figure 

9. Next, each assessment is broken down by performance area. 

                                                      
17

 Piloting/Testing of the Local Government, Performance Assessment Manual, Synthesis Report, The Republic of 

Uganda, Office of the Prime Minister, Local Government Performance Assessment Task Force, Draft January 23, 

2017 
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Figure 9. Score by Assessment Tool - Maximum score=100 

 

 

133. The overall technical risks for the Program are substantial before mitigation but 

might be reduced to moderate by implementation of a number of mitigation measures.  

A number of technical risks were identified in the assessment which will be mitigated 

through the Program design, DLIs and the Program Action Plan: 

(a) A key risk is there may be pressure to adjust the formulae in a way which means 

that equity targets are not met. The fact that DLIs are based on adherence to 

formulae should discourage any adjustments to the formula that jeopardize DLI 

targets for reducing disparities.  There may also be problems with the integrity of 

data used in formulae, undermining the actual equity and adequacy of resource 

allocation. A process by which the entity responsible for variables used in the 

formulae signs of on that data is instituted and this has been integrated into DLI 

verification protocols.   

(b) Inconsistencies lists of schools and health facilities between budget (staff lists, 

transfers), IFMIS (actual releases) and sector management information systems 

undermines accountability.   A system for ensuring consistency of lists at least 

between the new Performance Budgeting System (PBS) and IFMIS, in which LG 

accounting officers and line ministries sign off on those lists.  This forms part of the 

Program Action Plan.  

(c) Cash shortfalls and the new warrant system may mean that transfers not 

released in full whilst there may be over-releases to some LGs.  This may result 

in equity targets not being met. Within cash limits, LGs should be required prioritize 

health and education grants.  Prior to the end of the financial year Q4 releases will 

be checked against equity targets and special releases made if necessary. 

(d) The credibility annual assessment process may be undermined as a result of a 

lack of integrity and or quality of the assessment.  This undermines the quality of 

performance information and the incentives.  The assessment is contracted out to a 

private firm.  Assessors are required to sign a code of conduct.  These provisions 
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will be specified in DLIs or in the Program Action Plan.   As part of its supervision, 

the World Bank will commission a firm to quality assure a sample of assessments.     

(e) The achievement of Program results may be put at risk by (i) the thin technical 

capacity at the MoFPED to manage transfers supervise the Program and the 

OPM to manage the assessment process, (ii) the limited capacity of MoLG, 

MoES, and MOH to provide targeted technical support.  The mitigating 

measures to be implemented under the Program will include institutional 

strengthening of MoFPED, MoLG, OPM through technical assistance, training, 

tooling, and promotion of community of practices through peer-to-peer learning, 

mentoring, exchange visits.  Parallel technical support from DFID and the World 

Bank, currently provided by ODI-BSI will also help ameliorate this risk. 

 

 Reviewing implementation progress and achievement of Program results and DLIs;   

 Helping the client to resolve implementation issues and to carry out institutional 

capacity building;  

 Monitoring the performance of Program systems, including the implementation of 

the PAP; and   

 Monitoring changes in Program risks as well as compliance with the provisions of 

legal covenants.  
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PDO: To improve the adequacy and equity of fiscal transfers and fiscal management of resources by Local Governments for 

health and education services. 

 

Results Areas 

Supported by 

PforR 

PDO/Outcome Indicators 

(Key indicators to measure 

the achievement of each 

aspect of the PDO 

statement) 

Intermediate Results 

Indicators 

(critical processes, 

outputs or intermediate 

outcomes indicators 

needed to achieve each 

aspect of the PDO) 

DLI 

# 
Unit of Meas. 

Baseline 

(Year) 
End Target (Year) 

Enhancing 

Adequacy of Fiscal 

Transfers for 

Education and 

Health Services 

PDO Indicator 1: Annual 

percentage increase in sector 

conditional grants to LGs for 

education and health 

services (four-year moving 

average)  

 

1.1 Education, %  
n/a 

(2016/17)  

7.5% 

(2021/22 t) 

2.1 Health, % 
n/a 

(2016/17) 

13.25%  

(2021/22 t) 

 

IR Indicator 1.1: Average 

conditional non-wage 

recurrent grants for 

education and health 

services per beneficiary 

n/a 

Education, UGX per 

child of 

primary/secondary 

school going age 

Primary: 6,815 

Secondary: 14,717 

(2016/17 budget) 

Primary: 11,430 

Secondary: 24,746 

(2021/22 budget) 

Health, UGX per 

capita 

1,295 

(2016/17 budget) 

3,198 

(2021/22 budget) 

IR Indicator 1.2: Average 

conditional development 

grants for education and 

health services per 

beneficiary 

n/a 

Education, UGX per 

child of school going 

age,  

2,260 

(2016/17 budget) 

6,432 

(2021/22 outturn) 

Health, UGX per 

capita 

 321 

(2016/17 budget) 

1,804 

(2021/22 outturn) 

IR Indicator 1.3: Number 

of service delivery 

structures constructed or 

rehabilitated 

n/a 

Number of education 

structures 

(classrooms, latrines, 

teacher houses, admin 

blocks) 

2,909 

(2015/16 outturn) 

5,275 

(2021/22 outturn) 

Number of health 

structures (staff 

houses, wards and 

theatres)  

780  

(2015/16 outturn) 

4,365 

(2021/22 outturn) 

Enhancing Equity PDO Indicator 2:  n/a Education, per child 33% 46% 
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Results Areas 

Supported by 

PforR 

PDO/Outcome Indicators 

(Key indicators to measure 

the achievement of each 

aspect of the PDO 

statement) 

Intermediate Results 

Indicators 

(critical processes, 

outputs or intermediate 

outcomes indicators 

needed to achieve each 

aspect of the PDO) 

DLI 

# 

Unit of Meas. Baseline 

(Year) 

End Target (Year) 

of Fiscal Transfers 

for Education and 

Health Services 

Conditional non-wage 

recurrent grants per 

beneficiary of the 20 least 

funded Districts as a % of 

the 20 best-funded Districts. 

of school going age: 

% 

(2016/17 budget) (2021/22 outturn) 

Health, per capita: % 
22% 

(2016/17 budget) 

38% 

(2021/22 outturn) 

 

IR Indicator 2.1 Average 

conditional non-wage 

recurrent grants for 

education and health 

services per beneficiary for 

the 20 least funded 

Districts.  

n/a 

Education - UGX per 

child of school going 

age 

8,303 

(2016/17 budget) 

17,349 

(2021/22 outturn) 

Health - UGX per 

capita 

692 

(2016/17 budget) 

 

2,120 

(2021/22 outturn) 

IR Indicator 2.2 Enhanced, 

equitable formula for 

conditional non-wage 

recurrent grants in health 

and education phased in as 

per plan. 

1.2 Education – Yes/No 
No 

(2016/17 Budget) 

Yes 

(2021/22 outturn) 

2.2 Health – Yes/No 
No 

(2016/17 Budget) 

Yes 

(2021/22 outturn) 

PDO Indicator 3: % share of 

the education and health 

development grants made to 

the 30 least served Districts. 

 

n/a 

% transfers to 30 

Districts with lowest 

enrolment rates 

20% 

(2016/17 Budget) 

21% 

(2021/22 outturn) 

n/a 

% transfers to 30 

Districts with highest 

population per health 

of facility 

39% 

(2016/17 budget) 

35% 

(2021/22 outturn) 

 

IR Indicator 3.1: Number 

of service delivery 

structures constructed or 

rehabilitation in the 30 

Districts least served 

Districts. 

 

n/a 

No. classrooms in the 

30 Districts with 

lowest enrolment rates  

574 

(2015/16 outturn) 

1,110 

(2020/21 Outturn) 

No. Health facility 

structures (staff 

houses, wards and 

theatres) in the 30 

Districts with highest 

population per health 

of facility  

159 

(2015/16 outturn) 

786 

(2020/21 Outturn) 

 

IR Indicator 3.2 Enhanced, 

equitable formula for 

conditional development 

grants in health and 

1.3 Education – Yes/No 

 Yes but without 

the performance-

based component 

(2016/17 Budget) 

Yes 

(2021/22 outturn) 
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Results Areas 

Supported by 

PforR 

PDO/Outcome Indicators 

(Key indicators to measure 

the achievement of each 

aspect of the PDO 

statement) 

Intermediate Results 

Indicators 

(critical processes, 

outputs or intermediate 

outcomes indicators 

needed to achieve each 

aspect of the PDO) 

DLI 

# 

Unit of Meas. Baseline 

(Year) 

End Target (Year) 

education implemented as 

planned. 2.3 Health – Yes/No 
No 

(2016/17 Budget) 

Yes 

(2021/22 outturn) 

Improvement in 

Fiscal Management 

of Education and 

Health Services  

PDO Indicator 4a: The fiscal 

management of education 

resources by LGs overall 

does not deteriorate  

 

1.4 Education Yes/No 
Not Assessed 

(2016/17) 

Yes 

(2020/21) 

2.4 Health Yes/No 
Not Assessed 

(2016/17) 

Yes 

(2020/21) 

PDO Indicator 4b: The fiscal 

management of health 

resources in the 20 worst 

performing LGs does not 

deteriorate. 

 

1.4 Education Yes/No 
Not Assessed 

(2016/17) 

Yes 

(2020/21) 

2.4 Health Yes/No 
Not Assessed 

(2016/17) 

Yes 

(2020/21) 

 IR Indicator 4.1: Annual 

Performance Assessments 

of Local Governments 

Completed 

3 Percent of LGs 
0 

(2016/17) 

100 

(2020/21) 

IR Indicator 4.2: Number 

of Performance 

Improvement Plans 

prepared for local 

governments and thematic 

areas.  

3 
Numbers of LGs and 

thematic areas. 

0 LGs and 0 Areas 

(2016/17) 

20 LGs and 2 areas 

(2021/22) 

IR Indicator 4.3: VfM 

Audit completed 
3 Yes/No 

No 

(2016/17) 

Yes 

(2021/22) 

Indicator Description 

Indicator Name (#) Description Frequency 
Data 

Source 

Methodology 

for data 

collection 

Responsibility 

for Data 

Collection 

DLIs 

Responsibility 

for Data 

Verification 

Scalability of 

Disbursement 

(Yes/No) 

PDO Indicator 1: 

Annual percentage 

increase sector 

conditional grants 

(wage, non-wage 

% annual increase in sector wage, 

non-wage recurrent and 

development grant budget 

allocations in the FY relative to 

the previous FY expressed for 

Annual 
Annual 

Budget 
OTIMS MoFPED LGFC No 
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Indicator Name (#) Description Frequency Data 

Source 

Methodology 

for data 

collection 

Responsibility 

for Data 

Collection 

DLIs 

recurrent, and 

development) to LGs 

for education and health 

services. 

health and education sectors (see 

DLIs 1.1 and 2.1) 

IR Indicator 1.1: 

Average conditional 

non-wage recurrent 

grant for education 

services per beneficiary  

For Education: the total sector 

non-wage recurrent conditional 

grants transferred to all LGs in the 

FY divided by the number of 

children of school going age in all 

LGs. 

 

For Health: the total sector non-

wage recurrent conditional grants 

transferred to all LGs in the FY 

divided by the total population in 

all LGs. 

Annual 
Annual 

Budget 
OTIMS MoFPED n/a n/a 

IR Indicator 1.2: 

Average conditional 

development grants for 

education and health 

services per beneficiary 

For Education: the total sector 

development conditional grants 

transferred to all LGs in the FY 

divided by the number of children 

of school going age in all LGs. 

 

For Health: the total non-wage 

recurrent sector conditional grants 

transferred to all LGs in the FY 

divided by the total population in 

all LGs. 

Annual 
Annual 

Budget 
OTIMS MoFPED n/a n/a 

IR Indicator 1.3: 

Number of service 

delivery structures 

constructed or 

rehabilitated. 

Total number of service delivery 

structures reports as constructed or 

rehabilitated by all LGs from all 

funding sources in annual budget 

performance reports. 

Annual 

Annual 

Budget 

Perf. 

Report 

OBT / PBS MoFPED n/a n/a 

PDO Indicator 2: 

Conditional non-wage 

recurrent grants per 

beneficiary of the 20 

least funded Districts as 

a % of the 20 best-

funded Districts. 

The average of non-wage recurrent 

transfers per beneficiary for the 20 

worst funded districts expressed as 

a percentage of the average for the 

twenty best-funded in the 

approved budget for the FY.  

 

Annual 
Annual 

Budget 
OTIMS MoFPED n/a n/a 
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Indicator Name (#) Description Frequency Data 

Source 

Methodology 

for data 

collection 

Responsibility 

for Data 

Collection 

DLIs 

Education: The twenty least 

funded districts are defined as the 

20 districts with the lowest budget 

allocations or releases of non-

wage recurrent grants per child of 

school going age. The twenty best 

funded districts are defined as the 

20 districts with the highest of 

budget allocations or releases of 

non-wage recurrent grants per 

child of school going age. 

 

Health: Twenty least funded 

districts are defined as the 20 

districts with the lowest releases of 

non-wage recurrent grants per 

capita (population) and the twenty 

best funded districts are defined as 

the 20 districts with the highest 

releases of non-wage recurrent 

grants per capita (population).  

IR Indicator 2.1 

Average conditional 

non-wage recurrent 

grants for education and 

health services per 

beneficiary for the 20 

least funded Districts. 

The average value of non-wage 

recurrent transfers per beneficiary 

for the 20 worst funded districts.  

 

Education: The twenty least 

funded districts are defined as the 

20 districts with the lowest budget 

allocations or releases of non-

wage recurrent grants per child of 

school going age.  

 

Health: Twenty least funded 

districts are defined as the 20 

districts with the lowest releases of 

non-wage recurrent grants per 

capita (population). 

Annual 
Annual 

Budget 
OTIMS MoFPED n/a n/a 

IR Indicator 2.2 

Enhanced, equitable 

FY budget allocations and 

previous FY releases for health 
Annual 

Annual 

Budget 
OTIMS MoFPED LGFC No 
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Indicator Name (#) Description Frequency Data 

Source 

Methodology 

for data 

collection 

Responsibility 

for Data 

Collection 

DLIs 

formula for conditional 

non-wage recurrent 

grants in health and 

education phased in as 

per plan. 

and education non-wage recurrent 

conditional grants consistent with 

agreed formula phase in plan, and 

publicly available online. (See 

DLI 1.2 and 2.2) 

PDO Indicator 3: % 

share of the education 

and health development 

transfers made to the 30 

least served Districts. 

The total allocations to the 30 least 

served districts expressed as a 

percentage of total district 

allocations. 

 

Education: Least served is defined 

as the lowest enrolment relative to 

school aged population which is 

the total enrolment in primary, 

secondary and BTVET institutions 

divided by the total school aged 

population.  

 

Health: Least Served is defined as 

the districts with the highest 

population per health facility, 

which is the total population 

divided by the total number of 

HCIIIs and HCIVs.  

Annual 
Annual 

Budget 
OTIMS MoFPED n/a n/a 

IR Indicator 3.1: 

Number of service 

delivery structures 

constructed or 

rehabilitation in the 30 

least served Districts. 

Number of structures reported as 

being constructed or rehabilitated 

by local governments in the 30 

least served LGs as defined above.  

Annual 

Annual 

Budget 

Perf. 

Report 

OBT / PBS MoFPED n/a n/a 

IR Indicator 3.2 

Enhanced, equitable 

formula for conditional 

development grants in 

health and education 

implemented as 

planned. 

FY budget allocations and 

previous FY releases consistent 

with agreed formula phase in plan, 

and publicly available online. (See 

DLI 1.3 and 2.3) 

Annual 
Annual 

Budget 
OTIMS MoFPED LGFC No 

PDO Indicator 4a: The 

fiscal management of 

The average score on the 

education resources management 

APA / 

OPAMS 

Average 

score in 
OPM 

LGPA Task 

Force 
No No 
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Indicator Name (#) Description Frequency Data 

Source 

Methodology 

for data 

collection 

Responsibility 

for Data 

Collection 

DLIs 

education resources by 

LGs overall does not 

deteriorate.  

in the annual performance 

assessment for all LGs does not 

deteriorate (See DLIs 1.4 and 2.4) 

APA 

overall  

PDO Indicator 4b: The 

fiscal management of 

health resources in the 

20 worst performing 

LGs does not 

deteriorate. 

 

The average score on the 

education resources management 

in the annual performance 

assessment for the 20 worst 

performing LGs in the assessment 

does not deteriorate. (See DLIs 1.4 

and 2.4) 

APA / 

OPAMS 

Average 

score in 

APA for 

worst 20 

OPM 
LGPA Task 

Force 
No No 

IR Indicator 4.1: 

Annual Performance 

Assessments of Local 

Governments 

Completed 

Annual performance assessment of 

the previous FY is conducted, 

validated and publically 

disseminated. (See DLI 3.3) 

APA / 

OPAMS 

Taken 

place for 

all HLGs 

OPM 
LGPA Task 

Force 
n/a No 

IR Indicator 4.2: 

Number of 

Performance 

Improvement Plans 

prepared for local 

governments and 

thematic areas.  

Number of Performance 

Improvement Plans prepared for 

and agreed with local governments 

and for thematic areas of 

underperformance. (See DLI 3.2) 

Annual 

Annual 

Budget 

Perf. 

Report 

Signed PIPs MoLG 
LGPI Task 

Force 
No 

IR Indicator 4.3: VfM 

Audit Completed 

A VfM audit is conducted of local 

government expenditures in health 

and education on a sample basis as 

specified in the POM. (See DLI 

3.3). 

First and 

last year of 

Program 

VfM 

audit 

Report 

Report MoLG 
LGPI Task 

Force 
No 
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1. Formulae should be simple and transparent  

 Formulae should have no more than 5 criteria for allocation  

 Formulae should be presented simply and accompanied by a written explanation of 

how it works and why it has been designed this way  

 Data used in the formulae and the formulae themselves should be publicly available   

2. Allocations should be equitable within the resources available  

 Allocations should match resources to the target population and capture any major 

differences in need and cost, and ensure a balance between these factors.  

 Formulae should not use input criteria as these reinforce existing disparities in 

allocations,   

 Formulae should be used to distribute a predetermined pool of resources  

 A grant should be country-wide and be distributed to all local governments where 

there is a need for services, unless it is funding a pilot initiative, or services provided 

spill over to specific jurisdictions  

3. Variables should be exogenous to influence from local governments and not provide a 

disincentive to improve service delivery  

 Incentive effects should be explicitly considered in the design process  

 Variables should be linked to overall objectives of the grant and service delivery 

mandates of local governments  

 Variables should be ‘exogenous’ to influence from local governments, and it should 

not be possible to influence/manipulate them.  

 Formulae should not undermine incentives to improve services.  Therefore, existing 

service levels/infrastructure stock must not be used.  

4.  Variables should support predictable and politically viable allocations  

 Variables should not vary significantly from year to year  

 Variables should be measured regularly to avoid large changes upon revision  

 Variables should be available for all local governments or at least at the regional 

level   

 Variables should use official data sources only and use the most up-dated validated 

public statistics.  
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1. Recurrent activities of local governments are financed through central government 

transfers in three ways – Conditional Grants (CG), Unconditional Grants (UCG) and the 

Equalization Grants (EG).  These recurrent transfers make up about 80 percent of total transfers 

to LGs.  

2. Conditional Grants.  Approximately 75 percent of all CG transfers to LGs are for 

recurrent expenditure. The size of recurrent CGs and the flexibility which 

Districts/Municipalities have in their use is almost entirely determined by line ministry policy 

as reflected in the CG guidelines (health staff numbers and wage costs, UPE policy, the 

number of agriculture extension workers and their operating costs etc.).  The vast majority of 

funds for conditional grants come from the PAF, and are tied to key sectors in the PEAP: 

Primary Education, Primary Healthcare, Water and Sanitation, Rural Roads and Agriculture 

Extension.  

3. Unconditional Grants.  Section 193(2) of the Constitution defines unconditional grant 

(UCG - also known as the block grant) as follows: “Unconditional Grant is the minimum grant 

that shall be paid to local governments to run decentralized services, and shall be calculated in 

the manner specified in the Seventh Schedule to this Constitution.” The Seventh Schedule 

provides the formula for the annual up-rating of UCG in line with price and wage increases and 

the “..budgeted cost of running added or subtracted services”. 

4. Equalization Grants. The Equalization Grant is meant to provide funds to Districts and 

Municipalities with low revenue potential, and/or higher costs of delivering services to the 

people. The allocation is based on a formula which aims to “equalize” revenue potential and 

service delivery costs. The funds allocated so far have been small and funds can be used in any 

priority areas, following central approval. 
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1. This annex describes data sources, the construction of the efficiency measures and 

predicted savings, and the results of the econometric analysis referred to in Section 5. 

Data 

2. There are four main groupings of data: 

(a) Data on outcomes and district government performance.
18

 The primary measures 

used in the analysis are data contained in the District League Tables created by the 

Ministry of Education and Sports and the Ministry of Health.  Sources: statistical 

abstracts issued by the Uganda Bureau of Statistics, the Ministry of Education and 

Sports, and the Ministry of Health respectively, as well as from the Uganda National 

Service Delivery Survey 

(b) Data on spending levels.   The analysis focuses on data at the district level 

aggregating recurrent, capital, and development-budgeted spending.  Source:  World 

Bank’s BOOST database. 

(c) Data on governance.  Sources:  Volume 3 of the Office of the Auditor General’s 

Annual Report. Outcomes from the Ministry of Local Government Annual 

Assessment of Minimum Conditions and Performance Measures for Local 

Governments, and the Inspectorate of Government’s Report to Parliament were 

considered, but not used in the final analysis. 

(d) Data on control variables and other potential determinants.  Sources:  the 

National Service Delivery Survey, the Uganda National Panel Survey, and the 

United Nations Development Program Uganda Human Development Report 2007. 

3. Where available, data from early years were used for robustness checks. For most 

sources, data were available for at least 75 districts. One notable exception was the UNDP 

Report, which for some variables, in particular measures of poverty, was restricted to 55 districts. 

Outliers were removed by eliminating data points more than ten times the interquartile range 

greater than or less than the mean.   

Efficiency Measures, District Groupings and Predicted Savings 

4. The first efficiency measure is the ratio of outcome measure to the relevant sector 

spending, calculated as follows: 

Outcome per dollar of spending per capita = Sector Outcome Measure/Sector p.c. Spending 

5. The second measure is an implied efficiency measure that takes into account social 

conditions and income.  It is calculated by regressing the outcome measure on spending per 

capita and social conditions, as follows: 

Outcome = A + B * Spending + C * Conditions 
                                                      
18

 The outcome score is calculated by the formula:  Score = (Actual value - Minimum Value) / (Maximum Value - 

Minimum Value) X 100. 
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6. The results of this regression are then used to calculate the predicted level of an outcome 

measure for a district, given that district’s spending level and social conditions. The efficiency 

measure is then the ratio of the actual outcome to this predicted outcome. 

7. The groupings are calculated using the following procedure:  

 Districts are ranked using the two value-for-money measures discussed above. 

 Districts that are in the top and bottom quartile for both measures are immediately 

considered. In addition, districts that are in the top and bottom quartile for one 

measure are inspected. 

 For the high-performing group, districts that do not perform above average in both 

measures are eliminated.  

 For the poorly performing group, districts that perform above average in either 

measure are eliminated. 

8. While all efforts were made to ensure the robustness of these results, as with all relative 

ranking procedures of this nature the results should be taken as indicative only. 

9. Calculation of expected savings from improvements in efficiency. The approach taken 

is to consider the effect of shifting all districts up to the average ratio of outcomes-to-spending 

for the best performing districts. In this case, predicted spending for each district is calculated as 

follows: 

Spending = Outcome / (Outcome-to-Spending Ratio for Efficient Districts) 

10. Savings are then the aggregate of the difference between actual spending and predicted 

spending for each district, excluding the districts in the efficient group. 

Econometric Results 

11. The determinants of value-for-money results are supported by a linear regression 

approach considering the relationship between the outcome-to-spending ratio and a set of 

determinants.  There are some natural concerns with this approach, which are further discussed 

after the results, but this approach was used to keep analysis relatively clear and transparent.97 

12. The primary specification used is:  

Efficiency = A + B * Spending + C * Governance + D * Control + E 

13. Results are reported in Table 4.1 (standard errors are robust). The efficiency measure 

used in the table is the outcome-to-spending ratio; spending is sector-budgeted spending per 

capita (in 1,000s of U Sh); governance is a dummy that is 0 if the district received an unqualified 

audit in the Auditor General’s Annual Report and 1 if not; and income is a GDP Index for 

districts that ranges from 0 to 1, calculated by the UNDP in its 2007 Report. 

14. Thus the actual regression uses the following equation:    
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Outcome / Per capita Spending = A + B * per capita spending + C * Governance + D * Income 

Index + E 

Table 4.1. Results of Econometric Analysis 

   Education Efficiency Health Efficiency 

       

Spending -0.0777*** -0.0646*** -0.0658*** -0.836*** -0.848*** -0.725*** 

 (0.0215) (0.0159) (0.0180) (0.215) (0.222) (0.245) 

Governance  -0.390*** -0.355**  -1.014* -0.948 

  (0.146) (0.144)  (0.605) (0.579) 

Income Index   3.138*    

   (1.738)    

Population      4.82e-06* 

      (2.72e-06) 

Observations 79 74 71 67 64 64 

R-squared 0.281 0.337 0.393 0.621 0.620 0.646 

 

15. One concern in a regression with an outcome-to-spending ratio as a dependent variable 

and spending as an explanatory variable is that the negative relationship is a mechanical effect of 

the dependent variable being a ratio. To check this, a separate quadratic Tobit regression exercise 

was conducted with outcomes as the dependent variable and spending and spending squared as 

explanatory variables. This exercise supports the hypothesis of decreasing returns to spending, 

but is not reported in the interests of space, and because of instability in other variables in that 

setting.  Care should be taken, however, not to lean too heavily on the magnitudes expressed 

here, given this potential concern. 

16. Robustness checks included specifications featuring interaction and polynomial terms, 

varying the weights and standardization of the outcome measures, and using different definitions 

of district government spending. In these robustness checks, the statistical significance of the 

relationships reported above varied, but the sign was consistent in most specifications. 
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(Excerpted from the LG Performance Assessment Manual) 

Introduction 

This Local Government Performance Assessment Manual has been designed through a 

consultative process as part of the intergovernmental fiscal transfer reforms. The overall 

objective of the Local Government Performance Assessment system is to promote effective 

behaviour, systems and procedures of importance for LG’s efficient administration and service 

delivery. The system has three dimensions: (i) Budget and accountability requirements; (ii) 

crosscutting and sector functional processes and systems; and (iii) service delivery results. This 

LG PA Manual outlines the requirements/indicators and elaborates process and procedures for 

assessing (i) budget and accountability requirements; and (ii) crosscutting and sector functional 

processes and systems. The indicators (performance measures), process and procedure for 

assessing dimension 3: “service delivery results” will be developed later. 

Budget and Accountability Requirements 

Budget requirements 

These will be assessed by a contracted firm through the review of performance contracts and 

financial reports between April and May each year. The results of the assessment will inform the 

appointment of Accounting Officers by the PS/ST. Here below is an overview of the budget and 

accountability requirements that will be assessed. 

Budgeting requirements. This will focus on assessing whether the LGs have complied with the budgeting 

guidelines issued by each of the sectors focusing on: 

1. Whether the total work plan revenues and expenditures balance, and are divided correctly between wage, 

non-wage recurrent, GoU and donor development; 

2. Whether the sum of the revenue allocations for the sector wage conditional grants are equal to the wage 

recurrent expenditure including the total wage provision in the department staff recruitment plan. 

3. Whether the annual work plan complies with the sector guidelines for non-wage recurrent grants. For 

example: (i) in health, whether the annual work plan indicate allocations to Lower Level Health Facilities 

and hospitals, private not for profit facilities; and (ii) in education, whether the transfers for Primary 

(including inspection and DEO’s operation), Secondary and Tertiary Institutions comply with indicative 

planning figures. 

4. Whether the LG annual work plan for the development grant adheres to the investment menu as well as 

allocations across categories as provided for in the respective grant information and budget guidelines for the 

coming FY 

 

 

Accountability requirements 

Below is a summary of the accountability requirements:  

1. LG has submitted a draft annual performance contract of the forthcoming year by April 15 on the basis of the 
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PFMAA and LG Budget guidelines for the coming Fiscal Year. 

2. LG has submitted a draft Budget that includes a Procurement Plan for the forthcoming FY (LG PPDA 

Regulations, 2006). 

3. LG has submitted the annual performance report for the previous FY on or before 31st July (as per LG 

Budget Preparation Guidelines for coming FY; PFMA Act, 2015); and LG has submitted the quarterly 

budget performance report for the first three quarters on the current/assessment FY no later than 30
th

 April 

(LG Budget Preparation Guidelines for coming FY; PFMA Act, 2015) 

4. The LG has provided information to the PS/ST on the status of implementation of Internal Auditor General 

or Auditor General finding for the previous financial year by April 30 (PFMA Section 11. 2g). This 

statement includes actions against all findings where the Auditor General recommended the Accounting 

Officer to take action (PFMA Act 2015; Local Governments Financial and Accounting Regulations 2007; 

The Local Governments Act, Cap 243). 

Crosscutting and Sector Functional Processes and Systems 

These will be assessed by a contracted firm through a review of secondary data as well as field 

based assessment between September and November each year. The results of the assessment 

will impact on the size of the respective development grants. Here below is a summary overview 

of the performance measures that will be assessed including their scores and the grants to which 

they will impact. The detailed criteria and scoring guide is included in Section 9. These will be 

assessed by a contracted firm annually between September and November and impact on the 

allocation for the following FY.  

Crosscutting Performance Measures 

The cross-cutting performance measures impact on the size of the Discretionary Development 

Grant for the coming FY. Below is a summary:  

A) Planning, budgeting and execution – 20 points 

1. All new infrastructure projects in: (i) a municipality; and (ii) all Town Councils in a District are approved by 

the respective Physical Planning Committees and are consistent with the approved Physical Plans –  

maximum 4 points 

2. The prioritized investment activities in the approved AWP for the current FY are derived from the approved 

five-year development plan, are based on discussions in annual reviews and budget conferences and have 

project profiles – maximum 6 points 

3. Investment activities in the previous FY were implemented as per AWP – maximum 6 points 

4. The LG has executed the budget for construction of investment projects and O&M for all major 

infrastructure projects and assets during the previous FY – maximum 4 points 

B) Human resource management – maximum 14 points 

5. LG has substantively recruited and appraised all Heads of Departments – maximum 5 points 

6. The LG DSC has considered all staff that have been submitted for recruitment, confirmation and disciplinary 

actions during the previous FY – maximum 4 points 

7. Staff recruited and retiring access the salary and pension payroll respectively within two months – maximum 

5 points 

C) Revenue mobilization – maximum 10 points 

8. The LG has increased LG own source revenues in the last fiscal year compared to the one before the last 

fiscal year (last FY year but one) – maximum 4 points 

9. LG has collected local revenues as per budget (collection ratio) – maximum 2 points 

10. Local revenue administration, allocation and transparency – maximum 4 points 



 

 

86 

 

D) Procurement and contract management – maximum 16 points 

11. The LG has in place the capacity to manage the procurement function – maximum 4 points 

12. The LG has a comprehensive Procurement and disposal Plan covering infrastructure activities in the 

approved AWP and is followed – maximum 2 points 

13. The LG has prepared bid documents, maintained contract registers and procurement activities files and 

adheres with established thresholds – maximum 6 points 

14. The LG has certified and provided detailed project information on all investments – maximum 4 points 

E) Financial management – maximum 20 points 

15. The LG makes monthly and up to-date bank reconciliations – maximum 4 points 

16. The LG made timely payment of suppliers during the previous FY – maximum 2 points 

17. The LG executes the Internal Audit function in accordance with the LGA section 90 and LG procurement 

regulations - maximum 6 points 

18. The LG maintains a detailed and updated asset register The LG maintains a detailed and updated asset 

register – maximum 4 points 

19. The LG has obtained an unqualified or qualified Audit opinion – maximum 4 points 

F) Governance, oversight, transparency, and accountability – maximum 10 points 

20. The LG Council meets and discusses service delivery related issues – maximum 2 points 

21. The LG has responded to the feedback/complaints provided by citizens – maximum 2 points 

22. The LG shares information with citizens (Transparency) – maximum 4 points 

23. The LGs communicates guidelines, circulars and policies to LLGs and old discussions to provide feedback to 

the citizens – maximum 2 points 

G) Social and environmental safeguards – maximum 10 points  

24. The LG has mainstreamed gender into their activities and planned activities to strengthen women’s roles – 

maximum 4 points 

25. LG has established and maintains a functional system and staff for environmental and social impact 

assessment and land acquisition – maximum 6 points 

 

Education Performance Measures 

These Education Performance Measures will impact on Education Development Grant for the 

coming FY. Below is a summary:  

A) Human resource planning and management – maximum 30 points 

1. The LG education department has budgeted and deployed teachers as per guidelines (a Head Teacher and 

minimum of 7 teachers per school) – maximum 8 points 

2. LG has substantively recruited all primary school teachers where there is a wage bill provision – maximum 6 

points 

3. LG has substantively recruited all positions of school inspectors as per staff structure – maximum 6 points  

4. The LG education department has submitted a recruitment plan covering primary teachers and school 

inspectors to HRM for the current FY – maximum 4 points 

5. The LG education department has conducted performance appraisal for all primary school head teachers and 

school inspectors during the previous FY – maximum 6 points 

B) Monitoring and inspection – maximum 35 points 

6. The DEO has effectively communicated and explained guidelines, policies, circulars issued by the national 

level in the previous FY to schools – maximum 5 points 

7. The LG Education Department has effectively inspected all private and public primary schools – 

maximum 12 points 

8. LG Education department has discussed the results/reports of school inspections, used them to make 
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recommendations for corrective actions and followed recommendations – maximum 8 points 

9. The LG Education department has submitted accurate/consistent reports/date for school lists and enrolment 

as per formats provided by MoES – maximum 10 points 

C) Governance, oversight, transparency and accountability – maximum 12 points 

10. The LG committee responsible for education met, discussed service delivery issues and presented issues that 

require approval to council – maximum 4 points 

11. Primary schools in a LG have functional SMCs – maximum 4 points 

12. The LG has publicised all schools receiving non-wage recurrent grants – maximum 4 points 

D) Procurement and contract management – maximum 7 points 

13. The LG education department has submitted procurement requests to PDU that cover all items in the 

approved Sector annual work plan and budget – maximum 4 points 

14. The LG education department has certified and initiated payment for works and supplies on time – 3 

maximum points 

E) Financial management and Reporting – maximum 8 points 

15. The LG education department has submitted annual (including all quarterly reports) in time to the Planning 

Unit – maximum 4 points 

16. LG Education has acted on Internal Audit recommendation (if any) – maximum 4 points 

F) Social and environment safeguards – maximum 8 points 

17. LG Education Department has disseminated and promoted adherence to gender guidelines – 5 points 

18. LG Education department has issued guidelines on environmental management – 3 points 

 

Health Performance Measures 

The Health Performance Measures will impact on the size of the Health Development Grant for 

the coming FY. Below is a summary:  

A) Human resource planning and management – maximum 26 points 

1. LG has substantively recruited primary health workers with a wage bill provision from PHC wage – 

maximum 6 points 

2. The LG health department has submitted a comprehensive recruitment plan to the HRM – maximum 4 points 

3. The LG health department has properly conducted performance appraisal for health facility in charge – 8 

points 

4. The LG has deployed health workers in accordance with the budget in the current FY – maximum 8 points 

B) Monitoring & supervision – 36 points 

5. The DHO has effectively communicated and explained guidelines, policies, circulars issued by the national 

level in the previous FY to health facilities – maximum 6 points 

6. The LG Health Department has effectively provided support supervision to district health services – 

maximum 6 points 

7. The Health Sub-district(s) have effectively provided support supervision to lower level health units – 

maximum 6 points 

8. The LG health department (including HSDs) have discussed the results/reports of the support supervision 

and monitoring visits, used them to make recommendations for corrective actions and followed up – 

maximum 8 points 

9. The LG health department has submitted accurate/consistent reports/date for health facility lists as per 

formats provided by MoH – maximum 10 points 

C) Governance, oversight, transparency and accountability – maximum 12 points 

10. The LG committee responsible for health met, discussed service delivery issues and presented issues that 
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require approval to council – maximum 4 points 

11. The Health Unit Management Committees and Hospital Board are operational/functioning – maximum 5 

points 

12. The LG has publicised all health facilities receiving PHC non-wage recurrent grants – maximum 3 points 

D) Procurement and contract management – maximum 12 points 

13. The LG health department has submitted procurement requests to PDU that cover all items in the approved 

Sector annual work plan and budget – maximum 2 points 

14. The LG health department has supported all health facilities to submit health supplies procurement plan to 

NMS – maximum 8 points 

15. The LG health department has certified and initiated payment for works and supplies on time – maximum 2 

points 

E) Financial management and reporting – maximum 8 points 

16. The LG health department has submitted annual (including all quarterly reports) in time to the Planning Unit 

– maximum 4 points 

17. LG health department has acted on Internal Audit recommendation (if any) – maximum 4 points 

F) Social and environment safeguards – maximum 6 points 

18. Compliance with gender composition of HUMC and promotion of gender sensitive sanitation in health 

facilities – maximum 4 points 

19. The LG health department has issued guidelines on medical waste management – maximum 2 points 

Water Performance Measures 

The Water Performance Measures will impact on the Rural Water Development Grant for the 

coming FY. Below is a summary: 

A) Planning, budgeting and execution – maximum 25 points 

1. The DWO has targeted allocations to sub-counties with safe water coverage below the district average – 

maximum 10 points 

2. The LG water department has implemented budgeted water projects in the targeted sub-counties (i.e.  sub-

counties with safe water coverage below the district average) – maximum 15 points 

B) Monitoring and supervision – maximum 25 points 

3. The LG Water department carries out monthly monitoring and supervision of project investments in the 

sector – maximum 15 points 

4. The LG Water department has submitted accurate/consistent reports/data lists of water facilities as per 

formats provided by MoWE – maximum 10 points 

C) Procurement and contract management – maximum 15 points 

5. The LG water department has submitted procurement requests to PDU that cover all items in the approved 

Sector annual work plan and budget – maximum 4 points 

6. The DWO has effectively managed the WSS contracts – maximum 8 points 

7. The LG water department has certified and initiated payment for works and supplies on time – maximum 3 

points 

D) Financial management and reporting – maximum 10 points 

8. The LG water department has submitted annual (including all quarterly reports) in time to the Planning Unit 

– maximum 5 points 

9. LG Water Department has acted on Internal Audit recommendation (if any) – maximum 5 points 

E) Governance, oversight, transparency and accountability – maximum 15 points 
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10. The LG committee responsible for water met, discussed service delivery issues and presented issues that 

require approval to council – maximum 6 points 

11. The LG water department has shared information widely to the public to enhance transparency – maximum 6 

points  

12. Participation of communities in WSS programs – maximum 3 points 

F) Social and environmental safeguards – maximum 10 points 

13. The LG water department has devised strategies for environmental conservation and management – 

maximum 4 points 

14. The LG water department has promoted gender equity in WSC composition – maximum 3 points 

15. Gender- and special-needs sensitive sanitation facilities in public places/RGCs – maximum 3 points 

The scoring system is developed in a manner whereby the maximum score for each assessment is 

100 points, and where each point has an impact on the allocation for a LG for the coming FY. 

For the DDEG, each LGs performance will be compared with the performance of other LGs in 

each group (window) applied for the allocation. For districts: PRDP districts, LRDP districts, 

Other Districts and for municipalities – USMID and non-USMID - performance above average is 

rewarded and below average penalised. For the sector grants, each LGs performance is compared 

with the performance of all LGs across the country.   
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No. Institutions Indicative Functions 

1.  Local Government Transfer 

Committee
19

 
 Final Approval of the LG PA Manual and assessment results 

including handling of grievances 

2.  LG Performance 

Assessment Task Force 
 Design the LG PA system (including the LG PA Manual) 

 Review of the assessment results and make 

recommendations to the LGTC for approval 

3.  Office of the Prime Minister  Coordinating the LG performance assessment system as 

chair of the LG PA Task Force 

 Contracting out the Assessment and QA to competent 

private firm(s) 

4.  Ministry of Finance 

Planning and Economic 

Development 

 Use the results to inform the appointment of Accounting 

Officers and generation of IPFs for LGs 

5.  Ministry of Local 

Government 
 Regularly monitor the performance of LGs  

 Inspect and provide capacity building to LGs to prepare 

them for the assessments. 

 Up-date guidelines, manuals etc. to support areas which 

have been identified with gaps 

 Targeted interventions and backstopping of weaker LGs. 

6.  Sector Line Ministries  Regularly monitor the performance of LGs to inform the 

performance of their inspection and technical supervision 

functions; including compliance with good environmental 

and social practices and standards. 

 Targeted (CB) interventions and backstopping of weaker 

LGs 

  

                                                      
19

 Currently the Local Government Releases and Operations Committee and Local Government Budget Committee. 
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As noted, the Program Expenditure Framework will cover non-wage recurrent and 

development conditional grants for health and education. Their purposes are as follows:  

 The purpose of the non-wage recurrent grants in health and education to fund the 

operational/running costs of schools and health facilities and the 

district/municipality management and oversight of service delivery.  The share of 

grants allocated to service providers, within the context of sector budget 

requirements, are transferred directly to schools and health facilities from MoFPED. 

In education, district/municipality oversight includes the management of teachers 

and school inspection.  In health this includes aspects of preventative healthcare and, 

health promotion as well as management of health workers and oversight of 

facilities.   

 The purposes of sector development grants are to fund the rehabilitation, upgrading 

and construction of schools and health facilities.  These grants are managed at the 

district/municipal level 

The flow of funds for the grants are set out below: 

Figure 7.1. Flow of Funds 

 

The purposes of grants are highlighted in the table below from the grant guidelines: 

Grant Purpose 

Ministry of Finance, Planning & Economic Development - Consolidated Fund  

         Education     Health 

   Budget     Budget 

Schools Health Facilities 

Education NWR Grant Health NWR Grant  Educ Dev  

Grant 

URA IDA 

Central 

Government 

District / 

Municipal 

Governments 

Health Dev  

Grant 
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Education  

Wage Conditional Grant To pay salaries of education staff in pre-primary, primary, secondary and 

BTVET institutions o/w Pre Primary and Primary 

o/w Secondary Education 

o/w Skills Development 

Non-Wage Conditional Grant 

To fund operation costs of running pre-primary, primary, secondary and 

BTVET institutions and the management and oversight of those 

institutions 

o/w Pre Primary and Primary and 

education management 

o/w Secondary Education 

o/w Skills Development 

Development To finance capital development works of pre-primary, primary and 

secondary schools 

Transitional Development 

Presidential Pledges 
To fund ad hoc investments, including presidential pledges  

Health  

Wage Conditional Grant 

 

To pay salaries for all health workers in the district health service 

including health facilities and hospitals. 

Non-Wage Conditional Grant Fund service delivery operations by the health department, hospitals and 

health centres, both government and private non for profit - prevention, 

promotion, supervision, management, curative, epidemic preparedness o/w PHC 

o/w Hospital 

Development Grant To construct and rehabilitate health facilities, carry out maintenance of 

health infrastructure, procure medical equipment, service delivery vehicles 

and IT equipment 

Transitional Development – 

Sanitation 

Funds software activities such community sensitisations and advocacy 

work that contribute to the reduction of morbidity and mortality rates from 

sanitation-related diseases.   

Scale of Non-Wage Recurrent Grant Funding (US$) 

The analysis shows the trajectory of grants in US$.  Non-wage recurrent education grants will 

nearly double and health grants will nearly triple in nominal terms over the Program period.   

 The average allocation per child of school going age will increase from 

approximately $1.86 to $3.13 for primary and $3.99 to $6.77 for secondary. Per 

pupil enrolled, ceteris paribus, this will involve an increase from $2.59 to $4.34 in 

primary and from $34.52 to $58.49 in secondary.  The share of the grant allocated to 

a district/municipal education department (currently 6%) will increase from $8,000 

to $15,000. 

 The average non-wage recurrent expenditure per capita in health will increase from 

$.022 to $0.57 per capita for health facilities and from $0.13 to $0.29 for district 

hospitals. This equates to an increase, ceteris paribus, from $2,000 per health center 

to $6,000 for health centers and from $51,500 to $141,300. The share of the grant 

allocated to a district/municipal health department (currently 19%) will increase 

from $9,000 to $28,000. 
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Table 7.1. Allocations to Non-Wage Recurrent Health and Education Grants over the Program (US$) 

Grant Allocations 2017/18 2018/19 2019/20 2020/21 2021/22 Total 

Education 

      Primary Education  20,431,880 26,629,063 31,096,669 35,000,894 38,567,091 131,293,718 

Per Child of School Going 

Age (capitation) 1.86 2.36 2.67 2.92 3.13 

 Per Child Enrolled 

(Capitation) 2.59 3.27 3.71 4.05 4.34 

 Average Education Office 

Allocation 8,157.83 10,632.17 12,415.95 13,974.79 15,398.66 

 Secondary Education 35,789,449 45,640,153 53,527,477 61,073,956 68,265,505 228,507,092 

Per Child of School Going 

Age 3.99 4.94 5.63 6.24 6.77 

 Per Child Enrolled 34.52 42.73 48.66 53.90 58.49 

 Health 

      Primary Health and 

Sanitation Services 8,129,714 12,456,475 15,887,460 19,879,010 24,019,855 72,242,800 

Per Capita 0.22 0.33 0.40 0.49 0.57 

 Per Health Center  2,049.58 3,140.40 4,005.38 5,011.69 6,055.64 

 Per District Health 

Department 9,419.56 14,432.80 18,408.14 23,032.98 27,830.80 

 District Hospital Services 4,786,080 6,476,221 8,166,362 10,138,193 12,222,700 37,003,475 

Per Capita 0.13 0.17 0.21 0.25 0.29 

 Per Hospital 51,463.23 69,636.78 87,810.34 109,012.83 131,426.88 

 

Scale of Development Grant Funding  

Grants will increase significantly over time.   

 The average annual allocation to a district/municipality for education development 

grants will increase from $56,000 to $156,000.  This represents an increase from 

$0.73 to $1.70 per child of school going age.  The average allocation per lower local 

government (subcounty/division) will be $19,000 by the end of the Program which 

would build/renovate up to 2 classrooms.  The largest municipal divisions would 

receive up to $70,000 per annum, where unit costs are significantly higher.     

 In health, the average annual allocation will to a district/municipality will increase to 

$156,000 from zero.   The average allocation per lower local government will be 

$17,000 by the end of the Program which could renovate one or two health facility 

structures.    The largest municipal divisions would receive up to $170,000 per 

annum.     

Table 7.2. Allocations to Health and Education Development Grants over the Program (US$) 

Education 
 

2017/18 2018/19 2019/20 2020/21 2021/22 
Total Over 

Program 

Overall Total 9,157,387 20,563,380 22,535,211 24,225,352 25,352,113 92,676,056 

Per District Largest 209,731 470,962 516,122 554,832 580,638 2,122,553 

/ Munic. Average 56,527 126,934 139,106 149,539 156,495 572,074 
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  Smallest  14,110 31,685 34,723 37,327 39,063 142,798 

Per LLG Largest 26,562 59,645 65,365 70,267 73,535 268,812 

 

Average 7,156 16,069 17,610 18,931 19,811 72,421 

  Smallest  2,207 4,957 5,432 5,840 6,111 22,340 

Per Child 

of school 

going age 

Largest 2.24 4.88 5.19 5.42 5.50 20.99 

Average 0.73 1.58 1.69 1.76 1.79 6.82 

Smallest  0.45 0.98 1.04 1.09 1.11 4.22 

        
Health 

 
2017/18 2018/19 2019/20 2020/21 2021/22 

Total Over 

Program 

Overall Total 0    14,084,507  17,464,789  19,718,310  21,126,761  72,394,366 

Per District Largest 0 446,713 670,069 810,568 868,465 2,795,815 

/ Munic. Average 0 67,080 100,620 121,718 130,412 419,830 

  Smallest  0 3,267 4,900 5,927 6,351 20,445 

Per LLG Largest 0 87,325 130,987 158,452 169,770 546,535 

 

Average 0 8,768 13,152 15,909 17,046 54,874 

  Smallest  0 685 1,028 1,243 1,332 4,289 

Per Capita Largest 0.93 1.35 1.58 1.65 5.30 9.88 

 

Average 0.30 0.43 0.51 0.53 1.71 3.18 

 

Smallest  0.11 0.16 0.19 0.20 0.63 1.17 

 Use of Education Non-Wage Recurrent Grants 

The education Non-Wage Recurrent at the district/Municipal level 

 Utilities (electricity, water),  

 Fuel, Transport  

 Allowances of staff 

 Minor repairs and maintenance 

 Communications, publicity 

The capitation grants to schools will be used, at the school level for teaching and learning 

materials, extra-curricular activities, administration, and management 

 Utilities (electricity, water),  

 Teacher and Learning Materials (stationary, chalk, instructional materials) 

 Fuel, Transport  

 Sports equipment 

 Allowances of staff 

 Minor repairs and maintenance 
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Use of Education Development Grants 

Positive List of Investments  

Primary 

education  

 Construction, rehabilitation, renovation of classrooms 

 Procurement of classroom furniture  

 Construction of teacher houses 

 Construction of sanitation facilities in hard to stay areas 

 Construction of water facilities at schools 

 Construction of dormitories to primary schools with peculiar conditions (eg in Sebei region, 

Karamoja region, - this varies accordingly and priority is given to the girl child) 

 Other infrastructure for schools (offices; kitchen and store; lightening conductors; fencing) 

Secondary 

Education 
 Construction of new classrooms 

 Rehabilitation/renovation of classrooms 

 Procurement of classroom furniture  

 Construction of teacher houses in hard to stay areas 

 Construction of sanitation facilities 

 Construction of libraries and furnishing them 

 Construction and equipping of laboratories 

 Provision of ICT facilities (computers), virtual libraries  

 Other infrastructure for schools (offices; kitchen and store; lightening conductors; fencing; 

solar power) 

Capacity Development Activities 

Positive list (what may be funded) Negative list (what may not be funded) 

o Short courses 

o Procurement of training equipment, e.g. 

computers 

o Undergraduate qualifications (degrees, 

diplomas etc) 

o Post-graduate qualifications 

o PhD’s 

o Training courses that are not relevant to the 

function of the post of the staff concerned. 

Development Budget Requirements 

Capacity 

Building 

 

 Up to 10% of the development budget may be used for capacity development for the 

education department.  

 Capacity building activities should be consistent with the positive and negative lists (see table 

below). 

Development 

Investments 
 At least 80% of development budget will be used for capital investments, to fund 

rehabilitation or construction of service delivery or administrative infrastructure. 

 Prioritising Primary School Facilities:  Priority should be given to (a) parishes which do not 

have primary schools and (b) the schools with the highest pupil to classroom ratios.  Those 

schools performing poorly in PLE exams which meet criteria (a) and (b) should be given 

highest priority. 

 Prioritising Secondary School Facilities:  Priority should be given to a) subcounties without 

secondary schools b) schools with high pupil to classroom ratios.  Those schools performing 

poorly in UCE and UACE should be given higher priority.    

 The local government must also receive written authorisation from MoESST before 

budgeting for a new school to be constructed. 

 Recurrent costs of new schools must be available in the budget year. 

 At least 50% of the recurrent costs (wage and non-wage) of running the new schools should 
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be included in the budget, and must be within the ceilings above. 

 At most, 10% of budget allocations to education infrastructure construction and rehabilitation 

(capital outputs) will finance investment service costs, such as bills of quantities or economic 

impact assessments. 

 Local governments must not budget for activities specified in the negative list for capital 

investment (see table below). 

Use of Health Operational Grants 

The health operational grants at the district level is used for district management, health 

prevention, promotion and epidemic preparedness: 

 Utilities (electricity, water),  

 Non-medical supplies (stationary etc.) 

 Fuel, Transport  

 Allowances of staff 

 Minor repairs and maintenance 

 Communications, publicity 

The health operation grants will be used, at the facility level, for the operation of health facilities 

(Hospitals, Health centres) on the following: 

 Utilities (electricity, water),  

 Non-medical supplies (stationary etc) 

 Fuel, Transport  

 Allowances of staff 

 Minor repairs and maintenance 

 Basic medical supplies (majority procured/supplied centrally) 

 Medical waste disposal 

Health Development Expenditures 

Positive list of investments (construction, rehabilitation) 

Investments in Health Centres II, III, IV 

 Out Patient Department (OPD) block 

 maternity ward 

 General ward 

 Operating Theatre (Health Centre IV) 

 Drug store 

 Mortuary 

 Staff houses 

 pit latrines 

 Medical Waste pit 

 Water source 

 Medical equipment 

 Furniture 

 Electricity (grid or solar) 

 Fencing  

 Equipment in health facilities 

 

Capacity Development 
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Positive list (what may be funded) Negative list (what may not be funded) 

 Short training courses with direct 

relevance to function 

 Continuous professional development 

sessions (peer sessions, workshops, 

facility based sessions etc.)  

 Long Courses e.g. MAs, PhDs 

 Courses not related to function/post of the 

beneficiary officers  

 Courses not related to function/post of the 

beneficiary officers (the relevant courses must 

be reflected in the Council approved capacity 

development plan). 

Development Budget Requirements 

Capacity 

Development  
 Up to 5% of the development budget may be allocated for capacity development.  

 Capacity development should include the needs of both DHO’s office staff and field service 

delivery staff. 

 Capacity building activities should be consistent with the positive and negative lists (see table 

below). 

Development 

Investments 
 At least 85% of the development budget will be used to fund health centre infrastructure 

rehabilitation or construction, or the purchase of equipment. 

Priority for health facility infrastructure will go to: 

 HCIIIs and HCIVs without requisite medical buildings and less than 50% of required staff 

housing must be given the highest priority in allocating investments.     

 The second priority is equipping existing facilities with the basic required equipment. 

 The construction of new or upgrading of a HCII to HCIII should be considered if there are 

populations greater than 20,000 without access to an HCIII.  Construction of new or upgrading 

of HCIII to HCIV should only be considered if there is a population of 100,000 without access 

to HCIV.  Upgrading should be given priority over new construction. 

 Finally, HCIIs should only be invested if they serve populations of 5,000 people who are more 

than 5 kms walking distance of another facility.  

 A local government must receive written authorisation from MoH before budgeting for a new 

health facility to be constructed, or an existing one to be upgraded. 

 Recurrent costs of new / upgraded facilities must be available in the budget year. 

 At most, 5% of budget allocations to health infrastructure and rehabilitation (capital outputs) 

will finance investment service costs, such as bills of quantities or economic impact 

assessments. 

  Local governments must not budget for activities specified in the negative list for development 

investments (see table below). 
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