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2. Project Objectives and Components
    aaaa....    ObjectivesObjectivesObjectivesObjectives
 PRSC III supported implementation of Uganda’s poverty reduction strategy by focusing on improving the  
delivery of basic public services in health, education, and water supply and sanitation  (WSS) and 
increasing the ability of the poor to raise their incomes .  
    bbbb....    ComponentsComponentsComponentsComponents
    (i) Promote the efficient, equitable use of public resources and strengthen financial sector performance;  
(ii) improve governance through cross-cutting public sector reforms (public service and pay, procurement, 
financial management, transparency, participation, anti -corruption); (iii) improve access to and quality of 
education, health care, and WSS services; and (iv) create an enabling environment for rural development 
(improve effectiveness of agricultural marketing, research and advisory services ) and promote rural 
finance, rural roads and sustainable natural resource management .
    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
    PRSC III was the third in a series of single tranche credits that provided direct budget support to help the  
government implement its reform program. Processing was delayed by budget overruns (for defense 
expenditures). Disbursement took place at effectiveness, based on the accomplishment of prior actions .

3. Achievement of Relevant Objectives:

Many steps taken in support of the broad program objectives and their components were procedural and 
not closely linked to desired outcomes.  Objectives were sometimes vaguely worded, making it difficult to  
determine in any meaningful way whether they were actually achieved.  However, given the evidence 
available, it appears the operation provided tangible improvements by extending the coverage of health,  
education, and water and sanitation benefits to include more of the poor.  However, potential benefits 
were frequently diminished by the poor quality of added services .

(i) Promote the efficient, equitable use of public resources and strengthen financial sector performance .  
Fully achieved.  Pro-poor public expenditures more than doubled in real terms during the period 
2000-2003, rising from one quarter to over one-third of total central government budgetary expenditures 
during the latter year. Allocations became better aligned with  poverty eradication plan (PEAP) priorities 
through annual consultations with stakeholders and the publication of budget performance reports .  
Increasingly, grants to local governments were earmarked for specific services, increasingly  
accountability and targeting on intended beneficiaries.  Pension reform was initiated, and new insurance 
regulations prepared.  

(ii) improve governance through cross-cutting public sector reforms.  Partially achieved. Public service 
reform proceeded at an uneven pace.  The integrity of the civil service payroll system was strengthened, 
but expenditures on public administration were not contained in the manner expected, and the 
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effectiveness and efficiency of public service showed little improvement.  A procurement law was enacted, 
but still lacks adequate staffing and budget.  Procurement units have been set up in all central government 
procurement entities, and reinforced by improved accounting, financial management, and auditing 
systems.  But, at the local level, institutional capacity and transparency remain weak.  The process for 
preparing the PEAP is considered a model of participatory consultation, but NGOs  remain dissatisfied with 
their role as implementers having little influence or oversight . Corruption remains a major risk to the 
long-term success of the PEAP.  

(iii) improve access to and quality of education, health care, and WSS services .  Partially achieved.  
Recruitment of teachers and health workers rose, and outcome indicators for primary education improved 
substantially.  However, expansion of coverage in secondary and higher education has been achieved at 
the expense of a deterioration in the quality of instruction, jeopardizing long-term learning outcomes, 
particularly for the poor.  Monitoring and evaluation have been hampered by inadequate measures of the 
extent to which the poor have benefitted proportionately from expansion of coverage.  Immunization 
coverage, the reliability of health post staffing,  patient utilization, and drug procurement have all improved.  
On the other hand, quality has suffered, as evidenced inter alia by the growing recourse of the non-poor to 
private health facilities. Output benchmarks for water and sanitation show that coverage, efficiency, and 
financing improved, as evidenced by increased utilization of water meters and collection coverage, reduc
ed payment arrears, a lower rate of unaccounted water loss in the system, and significant expansion of  
the distribution and collection network in both urban and rural areas.  However, the urban bias of service 
expansion meant that the rural poor benefited less than had been intended.  

(iv)  Promote an enabling environment for rural development through increased research and advisory  
services, greater access to rural finance, expansion of the rural  road network, and promotion of natural  
resource management.  Not achieved.  By all accounts, the income-earning potential of the rural poor 
showed little improvement, in part because neither PRSC II nor III was able to devise an effective strategy  
to this end.  Activities supported by this component were, for the most part, of marginal relevance to  
raising the income opportunities of the rural poor.  For example, the agricultural advisory service  was 
expanded, but, mostly bypassed the poorest farmers.  Research was restructured, but too recently to 
permit any definitive judgments about its responsiveness or effectiveness. Despite the launching of a 
10-year district road investment program,there is no evidence poor farmer access to agricultural markets 
improved.  Meanwhile,  landholding among the poorest rural households continued to decrease.  Only in 
micro-finance was some progress achieved, including the induction of  24,000 new beneficiaries and 
extension of the physical network to new areas.   With respect to conservation, PRSC III and its 
predecessors added to the institutional capacity of the corresponding public  agencies, but were unable to 
translate this into effective progress against ongoing  environmental degradation, which continued to 
reduce the stock of arable land.  

4. Significant Outcomes/Impacts:

As the first IDA operations in Africa to provide direct, across-the-board financial support, the PRSCs 
greatly contributed to the predictability of budgetary planning and execution, facilitating coordination 
among government ministries and donors, while reducing administrative costs.  In addition, pro-poor 
expenditures expanded significantly since the inception of the program  (over the 2000-2003 period), and 
allocations were better aligned with the government's poverty eradication program . 

5. Significant Shortcomings (including non-compliance with safeguard policies):

 (i) Although one of two key objectives was enhancement of the income earning power of the poor, neither 
PRSC II or III was ever able to settle on an effective strategy toward this end.   (ii) Enhanced aid 
mobilization made possible by the PRSCs had the collateral effect of generating  absorption issues, 
leading to higher exchange and interest rates and higher unit labor costs in the non -traded goods sectors. 
It may also have delayed efforts to improve local revenue collection .  (iii) As an exogenous factor that 
nevertheless has had an impact on overall government expenditure, defense expenditures increased  
substantially, with negative effects on public funding for road construction and maintenance, agriculture, 
natural resource management and the environment.  (iv) although the PRSC supported a variety of 
procurement and leadership reforms, their  impact on corruption remains negligible to date.  Uganda 
continues to rank among the world’s ten most corrupt countries.



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

OutcomeOutcomeOutcomeOutcome :::: Satisfactory Moderately Satisfactory Although progress was realized to 
varying degrees under three of the 
four pillars, there were significant  
shortfalls in the achievement of the 
fourth (creating an enabling 
environment for rural development).  
See sections 3 and 5.

Institutional DevInstitutional DevInstitutional DevInstitutional Dev .:.:.:.: Modest Modest

SustainabilitySustainabilitySustainabilitySustainability :::: Likely Non-evaluable As the ICR for PRSC III noted, 
sustainability will depend on 
managing several key risks, including  
local corruption, domestic conflicts  
impeding containment of defense 
spending, and revenue collection 
insufficient to support 
newly-established service programs 
in the absence of the high current 
levels of donor support. While the 
Government has launched a number 
of promising initiatives to deal with  
these risks, additional time will be  
required before their ultimate impact 
can be discerned.

Bank PerformanceBank PerformanceBank PerformanceBank Performance :::: Highly Satisfactory Satisfactory Formulation of the objectives and 
some components was vague.  The 
strategy for raising the earning power 
of the rural power was deficient. M&E 
indicators were weak.  And, 
supervision was sporadic and 
burdensome to the government.

Borrower PerfBorrower PerfBorrower PerfBorrower Perf .:.:.:.: Satisfactory Satisfactory

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

7. Lessons of Broad Applicability:

 (i) An effective poverty reduction strategy in Uganda requires balanced attention to improving access to  
quality public services, on the one hand, and raising the income earning potential of the rural poor, on the  
other. (ii) Objectives and components should be expressed in terms of concrete and measurable  
outcomes.  (iii) PRSC support for reducing corruption would be more effective,  were it based upon prior 
actions with the potential of achieving major near-term improvements in openness and clean government.  

8. Assessment Recommended?    Yes No

Why?Why?Why?Why? Given the large number and variety of actions in this series of operations, many of them  
procedural steps with longer term implications, and given the relative shortage of outcome monitoring  
indicators, this series of operations warrants a longer and more thorough examination .  The assessment 
should not take place until more adequate data are available.

9. Comments on Quality of ICR: 

The ICR presents a full, balanced discussion of the cumulative experience of the first three PRSCs in  
Uganda. However, it could have supplied greater information regarding the scope and impact of the 
parallel capacity building operations intended to support the PRSC reforms, as well as on certain 
expected outcomes identified in the results matrix (e.g., the financial sector, district roads, and private  
sector participation in rural  water and sanitation).  Information subsequently received from the Region 
expanded on many details and in a number of dimensions under all PRSC objectives, in some cases  
breaking down achievements by PRSC I, PRSC II, and PRSC III.  It would have been useful to include this 
information in the ICR.




