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Resident District Commissioners,
District Chairpersons and Your Worship the Mayors,

Chief Administrative Officers,

Town Clerks,

Heads of Departments,

Technical Officers representing Central Government line Ministries and Local Governments,

Ladies and Gentlemen

INTRODUCTION

1. I wish to welcome you all to this year’s Budget Consultative Workshop that marks the commencement of the budget preparation process for FY 2017/18.
2. The main objective of the workshop is to communicate the proposed Budget Strategy and the priorities for FY 2017/18 as well as to solicit views from stakeholders for its concretisation. Specifically, the following are the key  objectives of this workshop:
i) To communicate the proposed Budget Strategy for FY 2017/18;  

ii) To sensitise participants on the PFM Regulations, 2016 and the implications; 

iii) To provide a feedback on the steps taken to address the issues raised by Local Governments during the Budget Consultations for FY 2016/17;
iv) To Communicate the key Budget reforms, government is undertaking to strengthen service delivery;  
v) To communicate the Local Governments Indicative Planning Figures (IPFs) for FY 2017/18 and the Medium Term; 
vi) To Seek views on Budget implementation challenges affecting service delivery across Sectors in the Local Governments for consideration by the respective Sector Working Groups.
3. The budget Calendar for FY 2017/18 provides for these consultations to be held in the month of September, 2016. 
These consultations will lead to:
(i) The National Budget Framework Paper submitted to Parliament by 31st December, 2016;

(ii) Ministerial Policy Statements submitted to Parliament by 15th March, 2017;

(iii) The final Budget submitted to Parliament by 1st April and   approved by Parliament by 31st May, 2017. 
KEY ISSUES AFFECTING SERVICE DELIVERY 

4. During consultation with various stakeholders including the just concluded National Budget conference, the following issues that affect service delivery have been noted: 

i) Non-alignment of Plans to NDPII: In line with  Section 13 (6) and (7) of the PFM Act 2015, the budget should be aligned with the NDP priorities. However, out of the 156 Local Governments only 86 have aligned their plans to the National Development Plan (NDP II). The absence of aligned plans has led to the implementation of non-NDPII priorities leading to non-attainment of desired results. Therefore, all Local Governments should have their Development plans aligned to NDP II and this will be a basis for budgeting and release of funds in the forthcoming FY 2017/18;
ii) Inability to recruit critical cadres and capacity gaps for example engineers.  However, this has been compounded by high levels of staff absenteeism and late coming to work in Local Governments;
iii) Lengthy process in accessing and processing of pension and gratuity which has led to accumulation of pension arrears.  To address this challenge, all Votes were requested to submit their outstanding pension and gratuity arrears by 30th August, 2016. Government will process arrears to beneficiaries and going forward, will only process payment of pension and gratuity for new retirees. Any Local Government Vote that did not submit the request for pensioners should be prepared to meet those obligations from their Unconditional Grant;
iv)  Low absorption capacity:   Whereas over the last three years Ministry of Finance, Planning and Economic Planning has been releasing development grants for Local Governments by January, at the end of FY 2015/16 over Ushs 12bn/= remained unspent. The funds must be returned in accordance with the Public Finance Management Act, 2015 (PFMA). Note that my Ministry can no longer grant permission to retain and spend funds beyond the period for which they were appropriated;
v) Delays in reporting: There have been noted delays in submitting performance contracts, quarterly and annual reports. My Ministry will revoke the appointment of Accounting Officers who do not comply.;
vi) Delays in implementation of projects: this has been mostly on account of delayed procurement processes despite the recent amendments to the PPDA Act;
vii) Need to fast track Salary Review Commission so as to harmonise salaries paid by different Government Institutions;
viii) Local Government Financing:  The Low local revenue base affect revenue generation capacity  therefore undermining the delivery of public services.
ix)  Coordination of data for planning: When data is not collected in one standardized system / format across Government, the result is incompatibility and non-usability of data. Some institutions have continued to collect their own data while others seem unaware of data availability at UBOS leading to duplication of efforts and wastage of resources. Therefore, to overcome the problem of unsynchronized planning and data management, there should be; (i) proper coordination in Government institutions, (ii) Data Management Committees for all Government Institutions and where they are, these should be strengthened working closely with UBOS.
PUBLIC FINANCE MANAGEMENT REFORMS
5. In a bid to improve efficiency and service delivery, Government has introduced reforms that include:

i. Inter-Governmental Fiscal Transfers Reform: In line with Government policy to strengthen fiscal decentralization, Local Government transfers were consolidated to ease manageability and reduce transaction costs. As a result, there is now a maximum of one wage grant, one non-wage recurrent and one development grant per sector and release of funds is made against the relevant item codes. As part of this reform, the Indicative Planning Figures for the various sector grants will be arrived at using the Online Grant Transfers Information Management System (OTIMS);
ii. Transferring of release funds from LEGACY (Manual) system to IFMS: Effective 1st July 2016, all Local Government releases will be processed on the IFMS unlike previously where they were handled on the LEGACY system. This initiative was undertaken as a result of concern overtime that releases to Local Governments on LEGACY system delay to be credited on Local Government Accounts unlike those for Central Government Votes and votes under IFMS that take a shorter time after the issuance of the quarterly release circular by PS/ST;
iii. Programme Based Budgeting that shifts the planning focus from output to outcomes. Our budget is currently focused on operational issues rather than strategic interventions and thus creating gaps in managing for results. For example, under Health, the focus has been on number of Maternity Wards constructed instead using reduction in maternal mortality as a measure of achievement. As a result, a new planning tool called Programme Based Budgeting System (PBS) will be introduced across Ministries Departments and Agencies in FY 2017/18 to replace the Output Budgeting Tool (OBT).  The objective of shifting to PBB planning is twofold:
a) To enhance the link between public resource and service delivery results.
b) To improve public accountability through the introduction of a performance measurement and accountability framework.  
The roll out of this is planned for October, 2016 and you are expected to prepare your BFPs for FY 2017/18 using this tool.

6. As a result of implementation of the reforms, there were some delays in disbursing the first quarter releases. This notwithstanding, the Local Governments should have been handling procurement of service providers. You are therefore expected to complete the implementation of activities for FY 2016/17 by 30th June 2017as planned. Suffice to say, Local Governments should properly prepare their Work Plans, Procurements and Recruitment Plans well in order to allow smooth implementation once budgets are approved.

THE BUDGET STRATEGY FOR THE FY 2017/18

7. Ladies and gentlemen, I now wish to turn to the Budget Strategy and Priorities for the FY 2017/18.

8. As you are aware, the National Development Plan 2 (NDP2) sets out a goal of achieving middle income status by 2020. The NRM Manifesto 2016 – 2021, together with the 23 Presidential Guidelines (2016) reaffirm the commitment to achieve this goal. 

9. Middle income status requires that average incomes per Ugandan are raised from the current US$ 780 per year to at least US$ 1,035. This translates into annual income per household of at least Uganda Shillings 20 million by 2020. These households are engaged in the primary sectors of the economy.

10. Therefore, the proposed budget strategy for FY 2017/18 is premised on the national development plan, the NRM manifesto, as well as the current and prospective socioeconomic conditions. 
11. The budget for FY 2017/18 will form the third year of implementation of the Second National Development Plan (NDP-II), hence the need to facilitate faster implementation of the key strategic interventions as identified in the Plan. The interventions are part of the broader plan of Sustainable Development Goals (SDGs) that Government committed itself to their attainment. 
12. The Budget Strategy for the forthcoming year and the medium term therefore seeks to attain the following:-

i. Increasing Production and Productivity in the Primary Growth Sectors of the economy including agriculture, tourism, oil, gas and minerals;

ii. Supporting Private Sector Development for Sustainable Employment and Economic Growth; 

iii. Enhancing Infrastructure Development to provide affordable power and lower transportation costs for Value addition and enhanced Market Access;

iv. Enhancing Economic Management and Domestic Resource Mobilisation;

v. Improving Public Service Delivery; and

vi. Improving Efficiency in Government Operations.

 Increasing Production and Productivity in the Primary Growth Sectors of the economy including agriculture, tourism, oil, gas and minerals

13. The Strategy will focus on achieving  the desired levels of commercialisation and productivity in the key primary sectors of agriculture, tourism and the oil, gas and mineral sector  requires the following interventions: 
14. In the Agricultural Sector strategic interventions will include the following:-
i) Strengthening of the  Agricultural Extension system to improve agronomic practices at the farm level;
ii) Increasing access to quality farm inputs, specifically fertilisers, seedlings, high quality animal breeds backed by research and development in draught resistant crops ;
iii) Promotion of solar water pump for irrigation;
iv) Ensuring availability of water for production by Investing in bulk water schemes on major lakes and rivers to supply water for irrigation and addressing climate change issues – particularly, increasing coverage of trees and discouraging deforestation;
v) Fast–tracking formal land ownership and acquisition of titles to strengthen security for land tenure and ensure leasing of land for farming and collateral to access loans for agricultural financing.
15.  In the Tourism Sector, Strategic Interventions will include the following:-

i) Improving access to tourism sites by rehabilitation of roads to tourism sites including Moroto – Kotido – Kaabong, Kisoro-Bwindi, Katunguru – Ishasha; and Renovation of major tourism sites and promoting investment in affordable accommodation to promote domestic tourism;
ii) Continued ddiversification of tourism products beyond nature viewing to cover cultural, religious and political sites;
iii) Mmaintaining security through protection of tourism sites.
16. In order to support the development of the oil, gas and mineral sub-sectors, Government will expedite the following interventions:-
i) Expedite the development of the Oil refinery and associated infrastructure such as the Hoima Airport and the Hoima- Butiaba Roads to support commercialisation of oil resources;
ii) Support the private sector’s extraction of minerals to ensure commercialisation of key Minerals deposits including Iron Ore, Limestone, Copper, Phosphate and Dimension Stone.
Supporting Private Sector Development for Sustainable Employment and Economic Growth 
17. In order to ensure sustainable growth and jobs for the population, Government is committed to address current private sector development challenges through the following priority interventions:

i) Promotion of local content through ‘Buy Uganda, Build Uganda’ by ensuring that government procurements target locally produced goods and services, provided they are certified by the UNBS;
ii) Promotion of private sector investment, especially Small and Medium Enterprises in value addition to boost export through faster licensing and availing of required land.
Fast-Tracking Infrastructure Development to provide affordable power and lower transportation costs for Value addition and enhanced Market Access
18. In order to enhance Infrastructure Development, the budget strategy will focus on improving Public Investment Management through the following strategic priority interventions:
i) Enforcement of preparation and implementation of Strategic Investment Plans by MDAs and Local Governments;
ii) Creation of a technical fund for feasibility studies and strengthening monitoring and evaluation;
iii) Sequencing of Government Programmes and Projects within and across sectors;
iv) Maintenance and rehabilitation of existing roads through equipping Regional Road Equipment Workshops

v) Enforcing Physical Planning Standards
Enhancing Economic Management and Domestic Resource Mobilization
19. In order to narrow down the budget deficit, Government has set a target of increasing domestic resource mobilisation effort through the following priority interventions:
i) Review of the tax policy and laws focussing on improvement of the business environment,  mitigating base erosion and weak tax compliance;  

ii) Inprovement in local revenue collection and management through rollout of local government revenue database initiative.

Improving Public Service Delivery

20. In order to address the challenges in social service delivery, the 2017/18 Budget Strategy will focus on the following priority interventions:

i) Certification of non-formal trainings to enable skilled youth without formal education background to acquire employment;
ii) Sequencing introduction of new curriculum i.e. re-orienting instructors/teachers before introduction of new curriculum;
iii) Universal access to maternal health through construction of one health centre IV for each island district;
iv) Intensifying Monitoring/Inspections   and   Supervision    of   Government   programmes especially under works, health and the education sectors;
v) Improving the management of the Government payroll through linking of payroll records to national identification numbers;
vi) Implementation of Performance Contracts in the Public Service.
Improving Efficiency in Government Operations

21.  To address issues of wasteful expenditures and improve Government efficiency, the following measures shall be undertaken:

i) Putting temporary hold on creation of new public corporations and state enterprises  to avoid duplication, usurping of powers from mother ministries, pay disparities across Government and consequent cost of administration. The existing public corporations/enterprises will be reviewed;
ii) Coordination of Government programmes through enforcement of joint sector activities;
iii) Integration of ICT systems to avoid duplication, benefit from economies of scale and ease sharing of information as well as ensuring data integrity.
CONCLUSION: 

22. My Ministry attaches great importance to the budget consultation and it is my belief that the issues arising out of this consultation will enrich the budget strategy for FY 2017/18.

23. I have noted on the programme that you will break into parallel sessions during which you will discuss challenges affecting service delivery and propose solutions.   I will take keen interest in the challenges and agreed solutions.
I wish you fruitful deliberations and I declare the workshop open.

FOR GOD AND MY COUNTRY
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