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2. Project Objectives and Components
    aaaa....    ObjectivesObjectivesObjectivesObjectives
 The project had 4 objectives:
1. Test feasibility of implementing constitutional and legal mandates with respect to decentralized service provision  
and devolution of development budget through provision of investment funds to Local Governments  (LGs). (The legal 
mandates derived from the Local Government Act  [1997] and the Local Government Financial and Accounting  
Regulations [1998].)
2. Build capacity of the Ministry of Local Government  (MoLG), the Local Government Finance Commission  
Secretariat (LGFC) and a sub-set of the LGs for improved service delivery, accountability and transparency .
3. Test and institute alternative service delivery  (ASD) mechanisms through the private sector, beneficiary  
communities, and other stakeholders in Kampala City Council  (KCC).
4. Monitor and evaluate project implementation for actual experience and good practices for formulating an  
appropriate strategy, implementation modalities, and phasing for eventual national scaling up .
    bbbb....    ComponentsComponentsComponentsComponents
    1. Supporting and Operationalizing Roles of MoLG and LGFC under Government's Decentralization Policy . (US$9.6 
million of PAD cost, US$3.6 million of actual project cost)  Technical assistance to MoLG and LGFC to build capacity  
as they begin to develop and enhance policy -making capacity and perform their roles as implementing agencies in  
devolution of basic public services .
2. Financing basic service delivery investments and capacity -building activities through grants from Central  
Government to Local Governments. (US$50.2 million; US$44.8 million)
3. Providing Support to Kampala City Council for testing alternative basic service delivery mechanisms, e .g., 
contracting out of services, improving KCC's program and financial management performance, and enhancing  
revenue mobilization. (US$ 18.7 million; US$18.6 million)
4. Supporting program management, monitoring and evaluation and future program formulation . (US$12.7 million; 
US$5.8 million)
    cccc....    Comments on Project Cost, Financing and DatesComments on Project Cost, Financing and DatesComments on Project Cost, Financing and DatesComments on Project Cost, Financing and Dates
    The project became effective in June,  2000, 7 months after Board approval, and closed in June,  2004, one year later 
than originally planned.  The delay in effectiveness was caused by delay on the part of Parliament . Shortfalls in 
counterpart funding limited the rollout of materials financed under component  1, so US$2.94 million was reallocated 
from this component to Component 3.

3. Achievement of Relevant Objectives:
1. Test feasibility of implementing constitutional and legal mandates with respect to decentralized service provision :  
Satisfactory--By the end of 2003, 79% of Higher Local Governments (HLGs) were compliant with the two laws noted 
in sec 2, compared to 38% in 2001. The project also made progress in the development of high -quality assessment 
manuals, mentoring and planning guides, and inspection manuals for the use of LGs .  However, shortfalls in 



counterpart funding limited the extent to which these materials could be utilized . (Rollout of these materials is 
planned in the follow-on project described in sec 4)  Progress in this area was also diminished by the failure of  
Parliament to pass the Property Rates Law, and also by friction between MoLG and LGFC .

2. Build capacity of MoLG, LGFC, and sub-set of LGs: Satisfactory--Capacity of MoLG and LGFC to train and monitor  
LGs was enhanced; the effectiveness of agency efforts to strengthen LGs was demonstrated, in part, by increases in  
LG competence during the project . The proportion of LGs compliant with cognizant regulations  (under the laws 
referenced in section 2) more than doubled from 2001 to 2003. The MOLG set up a unit to audit compliance among  
LGs, and Lower Local Governments (LLGs) were audited twice under the project .  The key assumption that a 
decentralized strategy could increase the efficacy and efficiency of public investments was validated by economic  
analysis (secs. 4 and 7).

3. Test and institute ASD mechanisms through the private sector, beneficiary communities, and other stakeholders : 
Satisfactory--By the end of 2003, 93% of LG expenditure went to private contractors, vs . 25% in 2001.  Of 6 output 
indicators of ASD for Kampala City Council  (KCC), 5 were achieved to at least 80% of their intended level (with two at 
90% and 200%, respectively).  A sixth indicator was achieved to only  56% of the projected level.  The size of ASD 
contracts executed by KCC increased significantly, demonstrating the city's confidence in the cost -effectiveness of 
ASD.

4. Monitor and evaluate project implementation for actual experience and good practices : Highly Satisfactory--The 
project did an excellent job of evaluating the effects of project interventions .  Economic analysis was conducted  
utilizing Value for Money, Cost-effectiveness, and Cost-benefit approaches across 7 sectors.  Evaluative capacity 
was also built in the MoLG, and an innovative approach to evaluation of LG projects was established  (sec 4).

4. Significant Outcomes/Impacts:
The project contributed to improving LGs' performance of their statutory service obligations through the delivery  �

of more effective, efficient and participatory planning, budgeting and resource allocation procedures . Economic 
analysis indicates that improved LG procurement capacity and ability to manage investments led to greater  
impact and allocative efficiency
The proportion of LGs with functional Planning Committees and  3-year development plans increased from 30% �

at the start of the project to 89% at the end
The results of this project were considered sufficiently positive that a second Local Government Development  �

Project (LGDP II) was approved during FY04 in the amount of US$125 million (grant and credit combined)
The project established rotational Project Technical Committee meetings where district teams evaluated another  �

district's activities. This innovative approach proved effective and has been adopted in a similar project in  
Tanzania. 
The project's outstanding Monitoring and Evaluation component enhanced its development impact�

5. Significant Shortcomings (including non-compliance with safeguard policies):
Shortfalls in counterpart funding limited the rollout of materials financed under component  1, and most such �

activity was postponed and will be done under the follow -on project
Potential LG difficulties in funding O&M could undermine sustainability�

6666....    RatingsRatingsRatingsRatings :::: ICRICRICRICR OED ReviewOED ReviewOED ReviewOED Review Reason for DisagreementReason for DisagreementReason for DisagreementReason for Disagreement ////CommentsCommentsCommentsComments

OutcomeOutcomeOutcomeOutcome :::: Satisfactory Satisfactory

Institutional DevInstitutional DevInstitutional DevInstitutional Dev .:.:.:.: Substantial Substantial

SustainabilitySustainabilitySustainabilitySustainability :::: Likely Unlikely Sustainability is considered unlikely as it  
is doubtful that LGs can raise more of the  
funds required for co-funding and O&M 
costs.

Bank PerformanceBank PerformanceBank PerformanceBank Performance :::: Satisfactory Satisfactory

Borrower PerfBorrower PerfBorrower PerfBorrower Perf .:.:.:.: Satisfactory Satisfactory Tensions between LGFC and MoLG were 
not helpful to project progress.

Quality of ICRQuality of ICRQuality of ICRQuality of ICR :::: Exemplary
NOTENOTENOTENOTE: ICR rating values flagged with ' * ' don't comply with OP/BP 13.55, but are listed for completeness.

7. Lessons of Broad Applicability:
Economic analysis of the project validated the key assumption that local governments can make more efficient  �

choices by selecting locally appropriate services and sub -projects that help improve the quality of life
In the use of unconditional funding from the national government, a strong accountability framework enhances  �

the efficiency and effectiveness of local investment
Transparency in the use of funding by LGs enhances citizen involvement and efficacy of utilization�

Decentralization requires a central -local government partnership�



Better mechanisms are needed to maximize synergies between LG development programs and social funds�

8. Assessment Recommended?    Yes No
Why?Why?Why?Why? The quality of the M&E undertaken in this project should be examined as a candidate for  "best 

practice."

9. Comments on Quality of ICR: 
The ICR is exemplary.  It is admirable in its frankness and in the meticulousness with which it documents its findings .  
The ICR presents an assessment of each outcome indicator as well as of the outputs produced by each component,  
in most cases providing quantitative evidence .  The depth of evaluative information presented in the ICR, in particular  
in Annex 3, Economic Costs and Benefits, places it in the first rank of ICRs in this regard .  The excellent Monitoring 
and Evaluation activity conducted during the project facilitated production of the ICR .


