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Hon. Ministers,
Hon. Members of Parliament,

Resident District Commissioners,

Permanent Secretaries

LCV Chairpersons and Your Worship the Mayors,

 Chief Administrative Officers,
Town Clerks,

Technical Officers representing Central Government line Ministries,

Heads of Departments,

Ladies and Gentlemen.

INTRODUCTION

1. Let me take this opportunity to welcome you all to this local government Budget Consultative workshop that marks the beginning of the budget preparation process for FY 2014/15. The overall objective of this consultative workshop is to discuss key policies that will guide the budget preparation for FY/2014/15 and to highlight the operational issues which constrain local governments in the delivery of public services.   At the same time, this platform gives us an opportunity to highlight the progress made in implementing agreed upon issues during the recently concluded negotiations between local governments and Sectors. These issues will further be discussed under the relevant Sector Working Groups at the Centre to pave way for inclusion in the Sector Budget Framework Papers and finally in the National Budget Framework Paper to be presented to Cabinet and Parliament.
2. As you may be aware, in order to strengthen the entire Public Financial Management System, Government is in the process of revising the current Public Finance and Accountability Act. The new Bill currently before Parliament brings forward timelines for budget preparation among other issues. While the deadline for presentation of the budget remains on 15th June of every year, other processes like approval of budget by Parliament will be brought forward to 31st May. The implication of the new bill is that Sectors and local governments must adjust their calendar’s to ensure that they fit within the new timelines. The details of the proposed new calendar has been communicated to you in the first Budget Call Circular for FY 2014/15.  
3. You will recall that negotiations conducted by LGFC between local governments and central government were previously held in April every year.  This did not give the sectors ample time to address issues which were agreed upon during the negotiations. This year, these negotiations were held in August to address this challenge. This workshop will therefore enable both parties to dialogue further on the issues which were agreed upon during the negotiations as well as the progress and challenges faced during implementation.

4. In the previous budget consultations for FY 2012/13, participants expressed concern that the Regional Workshops are not attended by the Top Managers of the Sector Ministries leading to poor follow up on the issues raised in the workshops. In this year’s budget consultative workshops, my Ministry has ensured that the top Political and Technical Officers in the Sector Ministries which have conditional grant transfers to local governments attend.
BUDGET STRATEGY FOR FY 2014/15
5. The budget Strategy for the FY 2014/15 aims at maintaining macroeconomic stability, and accelerating economic growth in order to achieve the country’s medium term to long term goal of structural transformation. To this effect, the expenditure for the FY 2014/15 will be directed towards accelerating the implementation of the National Development Plan (NDP) and Vision 2040. In view of the above, the budget for FY 2014/15 will continue to give priority to investment in key infrastructure and productive sectors as well as improving the quality of public service delivery through prioritising the following interventions:
· Maintenance of Macroeconomic Stability and stimulation of economic growth;

· Increasing the stock and quality of physical infrastructure with emphasis on Transport, Energy and Information and Communication Technology;
· Increasing Production and Productivity of key growth sectors including Agriculture, Industry, Mining, Trade and Tourism;
· Human Resources and Skills Development to create employment and improve the quality of the population by increasing access to quality education and training as well as other social services like health, water, housing and social protection;
· Science, Technology, Innovation and Value Addition;
· Implementation of the Pay Reform Strategy with emphasis on Salary enhancement for all Public Servants; and

· Strengthening Governance and Accountability for public resources for better Service Delivery. 
6. Local governments are therefore requested to prioritize these key investment and cross cutting areas in their planning and budgeting in line with Sector and National priorities.
7. Over the years, Government has spent billions of shillings to local governments both in form of Conditional and Unconditional grants. However, there is wide concern that these resources have not translated into development outcomes of the local population as per available statistics. It is therefore my hope that this budget consultative process will provide an opportunity for the local governments to clearly bring out all the issues of policy and administrative nature which have been constraining the pace of service delivery at the various levels of local governments, which can be taken up by the Central Government.
8. Turning to the budgeting process, there are a number of issues that have been raised by local government leaders which I would like to respond to. The details will be presented during the course of the workshop as per the program. These issues can be categorized into three broad categories i.e. budget preparation, Budget execution and wage bill management: 
BUDGET PREPARATION ISSUES:

9.   Grant allocation: The need for transparency in allocation of resources between local governments cannot be over emphasized. As part of this workshop, each Sector Ministry will demonstrate the allocation formulae used to allocate Indicative Planning Figures (IPFs) among local governments.  It is arranged that Participants will later on break into groups as part of the strategy to ensure that local government’s comment on the allocation formulae and other sector specific issues.  I therefore call upon all the stakeholders to provide constructive comments with a view to making the formulae as transparent as possible. In addition to the demonstration of the allocation formulae, the Sector Ministries will clarify on the sector policy issues on the budget for FY 2014/15 as well as the operational guidelines on the use of funds budgeted for in FY 2014/15. We are working with MoLG and LGFC to simplify the conditional transfer system and improve its horizontal equity.
10. Adequate wage provision to fill critical positions in Local Governments:
 My Ministry has persistently received requests for wage supplementary arising out of poor budgeting and existence of “ghost” staff on the government payroll. In order to address this problem, we ensured that adequate funds are provided in the budget for FY 2013/14 to cover all wage requirements submitted by the Ministry of Public Service. The Auditor General has also been requested to carry out a comprehensive verification of the entire Government payroll to establish its authenticity and accuracy as well as identifying those responsible for creation and maintenance of ghosts on the payroll for appropriate disciplinary action.
In addition, many local governments have continued to experience wage shortfalls, have not recruited even where resources are provided and have failed to attract and retain staff. I also note that, where there is a provision, some local governments have failed to recruit and fill the critical positions that exist. As a measure to mitigate the problem of poor salary estimation, monitoring and reporting , my Ministry has introduced a new window in the Output Budgeting Tool to enter the staff lists by cost center as well as the corresponding wage bill requirement. The provision will also enable all stakeholders to  get involved in wage bill management to produce monthly, quarterly, semi-annual and annual wage bill performance reports by cost centre and/or Vote. This measure will provide a basis for proper wage estimation and enable monitoring of the wage bill as Accounting Officers will be able to provide periodic monitoring reports using the tool.
BUDGET IMPLEMENTATION AND MONITORING:
11. Authority to use unspent balances for FY2012/13 returned to the Consolidated Fund – Local governments have continued to request for authorization to use unspent resources to cater for key priority activities which remain unutilized at the close of the Financial Year.  My Ministry has issued a directive to all local governments to return all the funds that remained unspent at the end of FY 2012/13 by 30th October 2013 to the Consolidated Fund. We shall therefore not allow any local government to use any unspent balances beyond the above deadline. In addition, in order to minimize the challenge of unspent balances at the end of the F/Y, my Ministry will, effective this Financial Year, ensure timely release of resources to local governments to give them ample time to implement planned activities. We have also planned to release all the development grants by the third quarter of the Financial (January 2014)
12. Delays in transfers of funds from Central Government Votes to local governments: My Ministry is aware that Sector Ministries have continued to budget for funds under central government votes, which are later transferred to local governments.  This is a source of the delay in release of funds because, the Ministry of Finance first releases the money to a Central Government Vote which later releases the funds to the beneficiary local governments. In addition, it makes it hard for local governments to budget and prepare the work plans as well as the procurement process for the development projects in time. 

Central Governments will therefore be required to transfer funds directly to local governments so that the Funds are captured in the Medium Term Expenditure Framework. Where the funds must be appropriated under central Government based on the legal framework e.g. the Road Fund, or where it’s a policy requirement e.g. under National Medical Stores, Ministries, Departments and Agencies’ will be required to provide Indicative Planning Figures to local governments for proper budgeting.
13. Delays in procurement process: A number of local governments have indicated a number of challenges in the procurement process leading to the failure to utilize released funds. Notable in this case is the approval by the Solicitor General of contracts which are above UShs 50m and the late approval of the members nominated for the Contracts Committees. Local governments have also complained about the lack of guidance on use of Force Account method of procurement.  My Ministry has taken note of the delay to approve Contract Committees which is affecting delivery of services. In addition, local governments are also expected to make requests for approval of Contract Committee members early enough to avoid such delays. Local governments should ensure that there are clear procurement plans which will influence and trigger early cash releases. On the use of Force Account Method, PPDA issued Circular No. 3 of 2012 to all Accounting Officers to provide guidance on this method of procurement. Details of this circular will be provided during the course of the workshop.
14. Multiple reporting requirements by Central Government: Whereas this Ministry has always advocated for all Government Institutions to use the Output Budgeting Tool (OBT), for budget preparation and reporting, some Central Government institutions have continued to demand reports from local governments using their reporting formats.    This has led to duplication of efforts and wastage of resources since local governments have to capture the same information in different formats instead of having a consolidated report for a given LG. As a measure to streamline the reporting in Government, my Ministry shall work with sector Ministries to harmonize the reporting formats in line with the local government output budgeting tool. My Ministry will further work with the Office of the Prime Minister to ensure that there is one reporting format across government.
15. Submission of Performance Reports: We note with great concern that a big number of local governments have not yet submitted their Performance Contract (Form B’s). These districts include Kyenjonjo, Jinja, Kisoro, Katakwi, Pallisa, Kaabong, Amuria, Zombo, Alebtong, Oyam, Amuru, Agago, Nakasongola, Nwoya, Kole, Gomba, Kiryadongo, and Sheema. In addition, the following Municipal Councils have not submitted their reports: Jinja, Fortportal, Gulu, Mbale, Kasese, Soroti, and Ntungamo. We take this failure to submit the reports as incompetence and negligence on the side of the Accounting Officers. We are therefore going to bring these responsible Officers to the attention of the Appointing Authority to take punitive action against the Officers. If this option fails, we shall consider revoking the appointment of the responsible Officers as accounting Officers.
WAGE BILL MANAGEMENT:

16. Printing of Payrolls and pay slips: Government has provided and released resources for printing of payrolls and pay slips during the 1st and 2nd quarter of F/Y2013/14. This is aimed at promoting transparency in the management of the wage bill. Despite this, we have noted with great concern that many Accounting Officers of local governments have not printed out the payrolls and pay slips and have not provided them to Heads of Cost Centers. Accounting Officers should therefore ensure that payrolls and pay slips are printed and provided to Head of Cost Centers and the relevant officials under their jurisdiction. Failure to comply with this directive will result into disciplinary action against non-complaint Officers. I also call upon the Political Leadership in local governments to monitor this exercise as it will contribute to transparency in wage bill management.
17. Enhancement of Civil Servants Salaries:  Government is planning to enhance salaries of civil servants in the FY 2014/15. As a result, UGX450Bn has been earmarked for this purpose in the coming FY. Particularly, an increase of 25% has been earmarked for enhancement of teachers’ salaries and a further 10% is expected to be made in FY 2015/16.
INVESTMENT AND PRIVATE SECTOR ISSUES 

18. The Private sector is the engine of economic growth, a number of government interventions are geared at improving business environment and competitiveness of the economy. The MFPED/UBOS/EU Investor Survey 2012 findings indicated that majority of surveyed business entities lacked awareness of government investment promotion agencies and available incentives to enable the smooth operation and growth of their businesses. In addition, there was little government effort put towards sensitisation; monitoring and promotion of investments in all the regions of the country which limits information to guide proper policy formulation for the investment environment and growth.

19. Under the mandate to accelerate economic development and in an effort to address the weaknesses identified in the Investor Survey, this Ministry has deemed it fit to engage local governments during the Budget process. The aim of this engagement is to highlight the role of local governments in serving our private sector in their locality. As you are aware, the targeted growth for this FY is 6% and 7% over the medium term. Whereas this can be attained nationally, some of our local governments do not show signs of growth. Therefore, for growth to be realized evenly, we need a sustained and developed robust engagement with the private sector in our local governments.
20.  Local governments are grappling with low revenue collections since the abolition of graduated tax collections. Alternative sources of revenue are required to steer local governments into this 21st Century. This can only be realised if we can fast track private sector investments and ensure their growth. The budget process should therefore assist local governments to scan through their workplans and see if the activities reflected therein, are revenue generation driven.

21. We are also aware that youth unemployment is a huge problem at both National and local government level. In your work plans local governments need to ensure that they address this problem. Government will always strive to solve unemployment, but can only succeed if investments are established at local government level starting with Small and Medium Enterprises
22. Investment promotion; in most cases, is a national function with an exception of a few LGs that have provided land for industrial development. Experience from other Developing Countries show that investment promotion is not only spearheaded by the Central Governments, but also by the respective local governments. It is therefore our appeal that local governments should adopt policies aimed at attracting investments and accelerate private sector growth.

CONCLUSION:

In conclusion, my Ministry attaches great importance to the budget consultations with local governments because the outcome of these consultations will provide an input to the Sector Budget Framework Papers which will enable my Ministry to come up with a National Budget Framework Paper (BFP) that is presented to Cabinet and finally to Parliament. 
With these few words, I wish you fruitful deliberations in this workshop and therefore declare the workshop officially open.
FOR GOD AND MY COUNTRY
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