— ) ——————

REPUBLIC OF UGANDA

GOVERNMENT ANNUAL PERFORMANCE REPORT

i o o4 -._,é,.;; e’

UaL pe®

VOLUME & THE REPORT

FINAL VERSIOBANUARY012
OFFICE OF THE PRIME MINISTER



Foreword

The Government Annual Performance Report (GAPR) for Financial Year 2010/2011

provi des a comprehensive assessment of Gov
results of public spending last financial year. The Report focuses on the progress

made in the implementation of key actions and the performance against planned

targets across all sectors of Government.

The aim of the Report is to provide a basis for accountability for the use of resources
and the achievement of results, and to guide decisions on resource allocation in the
coming Financial Year.

2010/2011 was an important year for Uganda. Following national elections held in

February 2011, the National Resistance Movement were declared the winners, and

Yoweri Museveni was re-elected the President of the Republic. A new manifesto was

launched, and this report provides a baseline for where we are in implementing the

actions therein. 2010/2011 was also the firstyearofi mp | ement ati on of th
five-year National Development Plan, launched by the President in April 2010. The

Pl anbs i mpl ementation has started reasonabl
targets met. More will need to be done in 2012/2013 to ensure that the NDP and the

manifesto actions are harmonized, and a concerted effort will be needed to ensure

that the final targets are met in 2014/15. Financial discipline remains a challenge in

some sectors, with perennial requests for supplementary funding. Improved planning

and budgeting is expected in 2012/2013, along with the setting of more realistic

financial ceilings.

The performance in the area of economic infrastructure and competitiveness was fair
during the year, with increases in electricity generation capacity, new discoveries of
oil, extension of the information communications network and improved maintenance
of district and urban roads. However, not all targets were met in terms of planned
improvements in these areas, and so we will need to redouble our efforts in
2012/2013. Likewise, human development indicators showed a mixed picture during
the year, with improvements in numeracy and literacy levels, pupil-teacher ratios,
availability of essential medicines and proportion of women giving birth in health
facilities. However, primary enrollment dropped for the first time in 10 years,
construction of classrooms is behind target, while health facilities remain under-
staffed and a declining proportion of the urban population having access to safe
water due to population growth. Environmental degradation is a growing problem,
and addressing labour productivity and opportunity will be a primary challenge to be
tackled in the coming year.



The Government maintained peace and security in the country during the year,
despite the atrocity carried out by militants in July 2010 in Kampala. Uganda
continues to be actively involved in efforts to ensure stability and security beyond its
borders, where it continues to play a leading role to establish peace in the Great
Lakes Region. Access to justice continues to improve, and crime continues to drop.
In summary, there are many reasons to be positive from what was achieved last
year, yet also reasons to continue to strive for improvement in the coming year.

To ensure that we as a nation and as a Government learn from the past, | oversaw a
two-day retreat of Ministers and Permanent Secretaries on the 19-20™ December
2011 to discuss this Report in detail. The President participated in the retreat, which
illustrates the level of interest and willingness of this Government to review frankly
and transparently the strengths and weaknesses of its actions, and to adjust course
where necessary to make progress. Specific actions were identified from the Retreat,
and Ministries, Departments and Agencies have outlined strategies and budgets to
address these. The proceedings of the Retreat will be made publically available.

| am pleased to be able to share this report with you. | encourage you to make good
use of the findings and recommendations herein.

_AmamaMbabazi; SC, MP:-
PRIME MINISTER/
SECRETARY GENERAL
NATIONAL RESISTANCE MOVEMENT

3 January, 2012
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Executive Summary

This Report outlines the performance of Government during the Financial Year 2010/11 covering the

period July 2010 to June 2011. tf ocuses on an assessment of progress
commitments made in the National Development Plan 2010/11 i 2014/15, in the Budget Speech of

2010/11, and against Parliament-approved Ministerial Policy Statements for the Financial Year. It also

tracks progress made against actions agreed uponinthe Nat i on al Resi stance Movemen
the Presi denti al I nvest or 6te JRiot LAssdssmEna Braneework evitht thoeeg s
Development Partners providing budget support, and in the Cabinet Retreat of December 2010 at

which the Government Annual Performance Report of FY2009/10 was discussed.

The assessment focuses on what has been achieved against what was planned, and what difference
this has contributed to in terms of improvements in public service delivery, governance and security
for the citizens of Uganda. In addition to using the guiding framework of the National Development
Plan, the Report uses the sector structure of financing and organization to assess each and every
Ministr vy , Depart ment and Agency ( MDA) and t h(leGs).cont ri b
Performance targets set by each MDA and LG against performance indicators prior to the start of the
Financial Year provide the benchmark of this assessment. The review of performance is made by the
MDAs and LGs themselves under each respective sector working group, validated by Office of the
Prime Minister through investigation, documentation, and where possible triangulation with others
data producers, including Government inspectorates, the Uganda Bureau of Statistics and non-
Governmental sources.

The purpose of this Report is to provide Cabinet with an overview of where Government has
performed well and less-well during the previous Financial Year across all areas of public investment.
It is timed to influence planning and budgetary decisions for the coming Financial Year 2012/2013,
particularly in terms of allocations between sectors, as informed by the empirical data of past
performance presented herein.

Implementation of the NRM Manifesto

Following national elections held in February 2011, the National Resistance Movement (NRM) were

declared the winners, and His Excellency, Yoweri Kaguta Museveni, was re-elected President of the

Republic of Uganda for a five-year term. Following The Pr esi dent 6s s \}\?Mayrzmﬂ,g in on
the new Government began to implement its manifesto. The NRM manifesto, 2011 i 2016, aims to

consolidate and build upon the measures and reforms that have already taken place since 1986. The

focus of the manifesto is aimed at the services that have a direct link with the quality of life of
Ugandads citizens, notabl vy, heal t h, education, water
electricity and the transportation system.

For the purpose of this report, which covers the financial year from July 2010 i June 2011, an
assessment has been carried out to identify which actions outlined in the NRM manifesto are ongoing,
the status of these actions, and outlining new actions. Of 167 specific priorities and actions identified
in the manifesto, 142 draw continuity from the past. Of these, 59% were found to be making progress
and being generally on-track against their targets, a further 13% were found to be off-track, while no
data on progress was available for the remaining 28%. The most advanced sectors in terms of
implementing existing priorites and actions were found to be the Security, Information
Communications Technology and Justice, Law and Order sectors.. The lack of data, integrating all
existing and new actions into relevant Ministerial Policy Statements will have to be addressed by all
relevant Ministries, Departments and Agencies during FY2011/12. Volume 2 (Section 5) to this
provides a full analysis against each action.

GovernmentAnnual Performance Report FY2010/14Volume 1



The National Development Plan

The five-y e ar Nati onal Devel opment P-éndnent plasning doeumeGto v er n me r

approved and launched by H.E. The President in April 2010. All other plans and budgets are therefore
subject to this document, and the Government will be judged on its achievements by the extent to
which the NDP objectives are met by the end of Financial Year 2014/15. In its first year of
implementation, the NDP achieved sixty percent (60%) of the annual targets for which data was
available. However, in just under half of all indicators (43%), data or targets were not available, thus
precluded any form of assessment. Based on this partial evidence, the first twelve months of the
Pl anés i mplementation may be considered to be

The trajectory towards achieving the objectives in 2014/15 is uncertain. Forty eight percent (48%) of
NDP final targets are missing, or where data is not being gathered. Based purely on the performance
indicators where trend data is available, fifty three percent (53%) appear to be on track to achieve
their targets, a further twenty percent (20%) may be achieved if implementation is accelerated, and a
twenty seven percent (27%) are unlikely to be achieved at the current rate of implementation. This
would suggest that with sustained focus, financing and effort, the majority of targets can be met by
2014/15. In order to achieve them, financial allocations in the medium-term expenditure framework
(MTEF) must be broadly in line with those outlined in the National Development Plan. Evidence from
the FY2010/11 and from the allocations in the MTEF for FY2011/12 suggests that this is not the case.
It should also be noted that in some cases annual benchmark targets have not been set at a level that
will work steadily towards the final targets of 2014/15, resulting in FY2010/11 in the peverse situation
that 60% of annual targets were achieved, but only 53% of indicators appear to be on track to achieve
their 2014/15 goals. An example is rural water access, where the sector hit the target of 65%, but
where the target itself remains unchanged from the previous year (due to the expanding population),
and off-track to meet the target of 77% by 2014/15.

Two main conclusions can be drawn from this assessment. Firstly, the NDP as a plan is not being
consciously implemented. Public investments in some areas are aligned, while in other areas they are
not. Less than planned is being invested in transport, health and energy, while more is going into
security, justice and public administration areas. Secondly, the macro-economic and financing

s |

ow.

strategies of the NDP are divergent from the economi

expenditure plan. Neither the global economic downturn (understandably) nor the onset of oil
revenues (less understandably) have been factored into the NDP, which explains some of this
divergence.

For the National Development Plan to be achieved, it must become a living plan. The level of detail
that it outlines already makes aspects of it redundant, as the fast pace of economic and material
change overtakes the projections made in 2009/10. It is proposed that the Plan be formally
annualized through the budget planning process, enabling the NDP document to be a point of

departure for annual plans, whileretai ni ng t he focus on the Pl anoés

addendum will be needed to the Plan to explain this, while further work will be needed on the NDP
outcome indicators that lack data and targets.

Progress against key actions: P IRT, Cabinet Retreat and Joint Assessment Framework

Amongst the high level fora created to identify issues and areas where Government needs to improve
its emphasis are the Presidential Investors Round Table (PIRT), the retreat of Cabinet Ministers,

outco

Ministers of State and Permanent Secretaries (hereafter termed 6 Cabi net Retreat d) a
meetings of Government and its Development Partners on budget support ( her eaf t er
Assessment Framewor ko6) . The PIRT is an initiative o

GovernmentAnnual Performance Report FY2010/14Volume 1 m
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actors from the private and public sector to form a common agenda for accelerating economic
development in Uganda. PIRT takes places twice per annum, and both tracks progress against prior
actions and makes new recommendations. The twice-annual Cabinet Retreats focus on the
performance of Government, based on the findings of the Government Performance Report (semi-
annual and annual) produced by the Office of the Prime Minister. Actions are derived from the
discussions around the findings, and followed-up through the succession of reporting. The Joint
Assessment Framework (JAF) provides a shared set actions and targets agreed upon jointly by
Government and its Development Partners annually. Implementation progress is judged at the mid-
point in the year, and overall performance at the financial year-end, and reported on through this
Government Annual Performance Report. The performance against JAF indicators and actions is one
trigger of financial releases made by Development Partners.

This report outlines the specific progress made against actions from these three instruments under
the relevant sectors. Of the 115 actions being tracked under PIRT, 74% were found to be on track,
3% had not data, and 23% were off track by the end of the financial year. Over 90% of the actions
under the Works and Agriculture sectors were on track, while the Accountability and Energy sectors
were on track with 50% of their actions. It is note the nature of actions in terms of scale and
complexity vary, and thus it is not appropriate to strictly compare progress levels between sectors.

Seventy six actions were outlined at the Cabinet Retreat of December 2010. Of these, no data was
available on the progress of thirteen of them (17%). 37% of actions achieved or on-track by the end
of the Financial Year, while 46% were not. The Works and Water & Environment sectors achieved
over 60% of their actions, while Justice Law and Order did not achieve any, and Education did not
provide any information.

For the Joint Assessment Framework, ninety four actions were agreed upon jointly with budget
support providing Development Partners prior to the start of the Financial Year. The JAF focuses
primarily on frontline service delivery sectors, and on those underpinning service delivery in terms of
public financial and public sector management. Of these, no data on progress was available for five
percent of actions. 48% of actions were achieved by year-end, or 51% excluding those for which no
data was available. 67% of actions were achieved by the Works and Transport Sector. Only 30% of
actions were achieved by the Health Sector.

Budget Discipline and Financial Reporting

Government 6s perfor mance wvimfancaf releases awhy flom apdrevedi at i ons

budgets during FY2010/11. During FY2010/11, 7,897.99bn shillings was released against an
approved budget of 7,036.96bn. Public resources amounting to 861.03bn shillings were mobilized
outside of the original budget resource envelope, while a further 870.35bn shillings were reallocated
away from their original planned use. Variations in the budgetary allocations resulted in forty (40)
Ministries, Departments and Agencies experiencing reduced financial releases, ranging from -2% to -
75% of their approved budget, at an average of -22% less than approved. Four MDAs realized all
their approved budgets 100% and thirteen realized their budget within a range of 2% to 226%, at an
average of 57% over and above their approved budgets.

Ministries, Departments and Agencies which experienced lower than approved allocations registered
an overall average output performance level of only forty one percent (41%), in other words, greater
than one in two service delivery targets were not met during the year. Even where these targets are
downwardly calibrated to reflect the actual amount of funds released, the average performance level
rose only to fifty-five percent (55%). By contrast, the Ministries, Departments and Agencies who
received all of their approved budgets registered an average performance of sixty nine percent (69%).
For those Ministries, Departments and Agencies that received more than the approved budget

GovernmentAnnual Performance Report FY2010/14Volume 1



through supplementary releases and spending, the overall average performance level was only sixty
four percent (64%). In short, deviations from planned budget, whether positive or negative, appear to
impact negatively on performance.

Over the last three years, six Ministries, Departments and Agencies have consistently received
supplementary spending. It is not clear why the budget ceilings of these MDAs have not been raised
since the former appropriations seem consistently not to meet their budgetary requirements.

Performance targets are set by all Ministries, Departments, Agencies and Local Governments based
on budgets that reflect both the Government of Uganda and development partner components.
However, the Government has still not put systems in place to track development partner financing
adequately, although it finances almost a third of total public expenditure. At the level of deliverables,
it remains unclear how development partner financing has performed as predictability is not tracked
and it often remains unclear what the reasons for the delays are. Therefore it cannot be said whether
or not the achievement or non-achievement of set targets can be partly attributed to the non-receipt of
funds from Development Partners, rather than entirely to the Government institution's failure to
deliver. The Partnership Policy which is providing the policy and monitoring framework for
development partner financing needs to be approved and implemented immediately The Aid
Management Platform that is being installed to capture this information within the Ministry of Finance,
Planning and Economic Development must be fast-tracked and the information shall be collected in a
transparent manner and must be accessible by all stakeholders in the future.

Development Partners and Official Development Assistance

Total Official Development Assistance (outturns) received in FY2010/11 amounted to 821 million US
dollars, which compares to 878 million received in FY2009/10. Relative to the budget, the contribution
of external assistance has fallen from 24% to 19%. Meanwhile, mobilization of new ODA has
remained constant in FY2010/11. However, there has been an important shift from grants to loans
with 83% of new commitments pledged in form of loans compared to 66% in FY2009/10.

Government of Uganda continues to be committed to efficient management of ODA, as well as to
increasing the effectiveness, and has embarked on measures which aim at enhancing the
management and timely disbursement of project aid. These include the drafting of the Partnership
Policy, continued donor portfolio reviews, a review of the public investment management system, the
implementation of an enhanced framework for monitoring externally-financed projects, and the
installation of a web-based aid information management system. In the meantime, Development
Partners should continue to work towards achieving the Paris Declaration Principles, particularly in
terms of making a greater and wider use of country public financial management systems and
increasing predictability of foreign assistance.

Energy and Mineral Development

The Energy and Mineral Development Sectord docus is in three areas, energy generation and
distribution, the management of petroleum, oil and gas reserves and the management of mineral
resources. This places the Energy and Mineral Development Sector at the heart of the Government
and nati onos aegyfer thefpreseeable futute.r

The sector was allocated 391 billion shillings at the start of the year, representing 5.6% of the national
budget. It received and spent seventy two percent (72%) of this budget. An additional supplementary
of 92 bhillion shillings was provided to cover a deficit in the energy subsidy. This impacted upon the
ability of the sector to meet its targets, with only forty seven percent (47%) of its thirty output delivery
targets met, or sixty percent (60%) if the targets are reduced in proportion with the release.

GovernmentAnnual Performance Report FY2010/14Volume 1 m



Energy generation, as measured by total installed capacity, rose from 559 megawatts (MW) in
Financial Year 2009/10 to 628MW in FY2010/11. This represents an increase of 68BMW in one year,
an achievement, but below the target of an increase of 93MW. The failure to achieve the target
reflects both the delays in getting the first unit of Bujagali hydropower online, and delays in the
completion of number of smaller hydropower plants. This total capacity of 628MW stands in the face
of a hydro-power potential in the country estimated at 3,010MW, and where total domestic generation
is less than a half of the installed capacity due to drought, with Nalubale and Kira plants operating
below capacity due to the low water level. Distribution also remains limited, with only 12% of the
population accessing grid-based electricity, an increase of only two percent from 10% in FY2005/06.
Seventy two percent (72%) of the grid-based electricity is consumed by 12% of the domestic
population concentrated in Kampala and other urban centres.

The Government has invested over two trillion shillings in oil exploration programmes to date in a bid
to scale-up oil and gas exploration in the Albertine Graben and other basins. Of the 62 wells drilled
and appraised to date, 54 have found oil and/or gas, an 87% strike rate. The total amount discovered
has increased by half-a-billion barrels per annum for the last three years, rising to 2.5 billion
equivalent last financial year. However, the number of wells drilled has dropped year-on-year for the
past three years, from 14, down to 10 in FY2008/09 and 9 last financial year. While the National Oil
and Gas Policy was formulated in 2008, the legislation required to effectively operationalize the Policy
is still being drafted. The strong institutional framework required to manage oil and its proceeds are
also dependent on the creation of the National Oil Company and Petroleum Authority, both of which
are slated for FY2011/12.

While the basis for local oil production is forged, Uganda depends on imports that come primarily
through Kenya. The consumption of oil rises annually; up 27%, 35% and 17% last year with regards
to petrol, kerosene and diesel respectively. The plans to refurbish the Jinja Storage Tanks facilities
and stock them with ten million litres of fuel under a public-private partnership did not take place. The
budget allocated to this task was only 0.38bn shillings, only half of which was released. It is unclear
what contribution the Government and its private sector partners were to make to this venture.

Information and Communications Technology

The ICT sector aims at broadening and deepening the availability and use of information and
communications technology across the country. 12.55 billion shillings were allocated to the sector for
this purpose in FY2010/11, representing 0.2% of the nationalb ud g et . Whil e the
primarily in the establishment and enforcement of a policy, legal and regulatory framework to develop
the sector, elements of implementation, such as the national backbone infrastructure are financed by
external sources, with a 106 million US dollars loan (266 billion shillings) fromthe Pe o p | e 86 s
of China. The Government component of 12.55 billion in FY2010/11 included a supplementary of 5.22
billion shillings allocated to the National Information Technology Authority Uganda (NITA-U), which
was part of the Ministry of ICT until FY2011/12. 78% of the original budget (minus the supplementary)
was released and 93% spent. Of the supplementary, only 462.5 million shillings was spent as it was
received by NITA-U in the third quarter of the Financial Year.

With the resources availed, the sector achieved 52% of its twenty-three output delivery targets, which
increased to 57% when calibrated against the funds released. In terms of the policy environment,
progress has been slow during the year. While the IT policy was developed to address infrastructure,
education and development, a humber of critical policies have not yet been passed by Cabinet after
one year, under the Communication, Broadcasting and Infrastructure areas and the Telecom Policy.
At the level of legislation, the Communications Regulatory Authority Bill and the Electronic Media Act
have not been passed.

GovernmentAnnual Performance Report FY2010/14Volume 1 m
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In terms of the implementation of national infrastructure projects, the national backbone infrastructure
has made good progress during the year, with the second phase almost complete, and 1368 km of a
target of 1477 km of optic cable laid (93% of the target), and all Government Ministries have been
connected to a single wide area network. The supplementary financing of 5.22 billion was intended to
be used for the implementation of the business processes outsourcing (BPO) strategy and model,
including the establishment of a Government call centre. Due to the timing of the supplementary
release, only the training of 500 youth with BPO skills was completed by financial year-end. All of the
other actions are expected to be achieved in FY2011/12, and will be assessed in a years time. The
roll-out of district business information centres (DBICs) is crucial to improve accessibility amongst the
majority of citizens, and provide a basis for structural transformation in the economy. In FY2010/11,
three of a target of four DBICS were set up and made operational. This takes the total to nine across
the whole country, slow progress given the intention to cover all 112 districts.

Tourism, Trade and Industry

The National Development Plan identifies tourism, trade and industry as fundamental to the
realization of the national vision of growth, employment and socio-economic transformation for
prosperity. The sector focuses on the advancement of tourism domestically and internationally,
improving product competitiveness, and developing a competitive and export-orientated industrial
sector.

I n FY2010/ 11, the sectorbés appr a0.8%dof thaundtpreatbudget, s 49 b
up by 0.1% from FY2009/10, but still insufficient given its breadth and importance. Of the 49 billion

allocated, the sector received 31 billion, or 64%. All of the release was spent. With these resources,

50% of the output delivery targets were achieved. When calibrated to the resources availed at vote

function level, this rises to 62%.

While the number of visitors to Uganda rose by 17% in FY2010/11 over the previous year, those
coming solely for tourism declined by five percent. The foreign exchange earnings rose by 90 million
US dollars to 662 million for the year, slightly below the projection of 711 million. The majority of
tourists remain those visiting family and friends, which indicates that the tourism sector still relies
heavily on personal connections and has yet to mature into a fully fledged destination. However, the
potential has been recognized, with the largest travel guide book in the world nominating Uganda to
be the best tourist destination for 2012. This accolade credits the promotional work of the Uganda
Tourism Board, in hand with private tourist operators. While this demand increases, efforts to
strengthen the quality of supply have been less progressive. No tourist facilities were classified during
the year, although 200 hotels were inspected and 212 tour operators registered. Efforts to diversify
tourist products have been more progressive, and the focus on improving local human resources in
the sector improved through training in relevant skil
2010 to increase the resources for the UTB has not been acted upon, receiving 1.88bn of an
approved budget of 2.05bn shillings for the year, despite tourism generating 24% of the national
budget through foreign exchange earnings.

In terms of trade, the focus of the Ministry is primarily in improving the environment for investment and

trade relations externally. Ugandaés international ranking in the ann
improved from 129" to 122" in 2011, due largely to improvements in the mechanisms for accessing

credit, attributed in-part to the establishment of a new private credit ratings bureau. However, this
assessment was counteracted by Ugandads declining p«
competitivenesso, wher e"tdgl8 hodenthedyeao While the rélative matuie0 8

of these indices means that the results should be taken in context, continued efforts to improve

regulations, reduce red-tape, and create a stable environment for business are required. In terms of

GovernmentAnnual Performance Report FY2010/14Volume 1



the market, the Ministry has continued to cooperate in strengthening trade relations through the
Common Market for East and Southern Africa, and more locally through the East African Community
integration process. The Uganda National Bureau of Standards has been working to enhance

Ugandabs competitiveness through € arslwother intgrnatonalyndar d s

agreed levels. The level of over-achievement of UNBS targets in the areas of certification and testing
suggests that the targets themselves may need to be revisited in the future.

The volume of industrial production continues to grow, but at a reduced rate, up three percent from
2009/10. This may reflect the ceilings imposed by the high cost of doing business, including electricity
costs and reliability. The share of manufacturing output grew by 8.6% in FY2010/11, although the
sub-sectorés internal gr owt h r a tTke rehsonrslfor thisade utchear. On.
terms of specific action, while the Uganda Industrial Research Institute (UIRI) was outlined as critical
to national development and an exemplary institution during the FY2010/11 Budget Speech, the
supplementary funding of 4.8 billion shillings for the Millennium Science Initiative was not approved
during the year. UIRI did manage to support 42 small and medium-sized enterprises in processing
and marketing different industrial products, though below the target of 60, with only 85% of its budget
rel eased. Efforts to strengthen the applicatdi

1%

on

oV el

of

vilage,one-pr oduct programmeo, wher e Iedfeur msachinésdor ricsangp pl i e d

maize milling and honey processing, and groups were selected to implement the programme. The
progress of this initiative will be closely monitored. The volume of lending to Savings and Credit
Cooperatives (SACCOSs) increased to 390 billion shillings in FY2010/11, up substantially from 122
billion in the previous year, with 11,168 cooperatives now registered nationwide. Cooperative
warehouses were refurbished in six districts, with a total storage capacity of 65,000 tonnes. In
addition, as per the PIRT recommendation, the Ministry through the Uganda Commodity Exchange
(UCE) supported the restoration/construction of eight private sector-owned warehouses countrywide.
In addition, memoranda have been signed between the UCE and four financial institutions to partner
in this construction. The warehouse receipt trading system is to be implemented. The progress of this
initiative will also be closely monitored.

Works and Transport

The development and maintenance of the transport infrastructure system in Uganda underpins its
economic development. The approved budget of just over one ftrillion shillings for FY2010/11,
representing 14.8% of the national budget, second only to education, signifies its importance. 85 per
cent of this budget was released during the year, largely for the Roads Authority and the Road Fund,
while the release for the Ministry dropped down to 62% of the allocated budget.

The trends in the condition of roads during FY2010/11 deteriorated, with the percentage of paved and
unpaved roads in fair-to-good condition declining from last year, and below the set targets across the
board. The reason for this is mainly due to the addition of 10,000kms of previously district road that
has been taken over by UNRA, which was largely in a poor state, and thus bringing the statistics
down.

In terms of the utilization of the resources provided, the roads sub-s ect or 6 s per f or.mance

At an aggregate level, fifty two percent of output targets were met, while when these targets are
recalibrated to the level of funds released, the achievement level rises to seventy one percent (71%).
Upgrading to bitumen standard under-performed across the board. Two of a targeted five bridges
were rehabilitated. By contrast, the maintenance of district and urban roads performed well during the
year, over-achieving targets set for periodic and routine maintenance. In part, this was attributed to
the lack of accurate data from district work plans to set appropriate targets, but nevertheless, the
achievements should be recognized. Axle load control appears to be working well, with a lower
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percent of vehicles overloaded than targeted, at 54% of those weighed against a target of 60% for the
year.

In other forms of transportation, progress was mixed. For the railway sub-sector, 190km of line was
repaired, meeting the set target. The feasibility study to upgrade the Tororo-Gulu-Pakwach line and its
extension to Southern Sudan was completed. However, the Kampala i Kasese railway line was not
completed during the year, due to procurement issues. The number of operating railways wagons
remains below target, due to funding constraints. Increased costs and reduced demand in air
transportation led to a 19% below projection in air freight (tonnes), although the number of
international passengers increased. Little information was made available on progress in the water
transportation sub-sector, with resources nominally allocated to the contribution of various ferry
landings transferred towards the rehabilitation of the Kalangala ferry.

Education

The education sector was allocated 1,243 billion shillings (including donor component) during
FY2010/11, equating to 18% of the national budget to facilitate improvement of equitable access to
quality education, relevance, effectiveness and efficiency in delivery of the education services at all
levels. Out of this budget 1,103 billion shillings (89%) was released and UGX 1,137bn spent or 103%
due to allocations beyond the approved budget.

The performance of the education and sports sector showed a positive trend from the previous year at
outcome level regarding numeracy levels, passing of primary leaving examination, pupil teacher ratio
and percentage of programmed wage bill effectively used by end of the year among other indicators.

Given the released funds the sector was able to achieve 25 percent of its planned targets though
when calibrated to reflect the released funds performance only rises to 40 percent against planned
targets for the year under review. The survival to P.7 by gender as well as literacy levels in both
primary three and six remained below targets.

The sector has continued to improve access to education services as measured by enrollment levels
in all education levels. However, the primary enrollment declined in 2011 for the first time since
commencement of the UPE programme. Equitable access to education services is facilitated by
construction and rehabilitation of education facilities especially class rooms, libraries and workshops
among other facilities. By year- end, there was underperformance in most of the planned construction
activities with only rehabilitation of primary schools achieved which was carried forward from the
previous year.

Good progress was in provision of reading materials as a means of improving efficiency in service
delivery with 1,960,033 text books purchased and distributed against target of 176,400 books. In
addition, all teachers in hard to reach areas were paid as planned. At tertiary level, remarkable
improvement was evident in the number of higher education programmes accredited from 50
programmes previous year to 410 programmes or 820% in FY 2010/11.The sector implemented most
of the recommended actions that emerged from the PIRT meeting held in May 2010 to 75% except for
training in copyright management and Intellectual Property Protection.

Health

The Health Sector was allocated 660 billion shillings in FY2010/11, or 9.4% of the national budget to
strengthen public health systems in the country and thus improve the health status of the population.
Of this, eighty five percent (85%) was released, largely for the National Medical Stores and the
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regional referral hospitals, while the release for the Ministry was only 43% of the approved total of 106
billion due to reallocations across Government.

The measurement of health outcomes remains problematic. In half of the measures, data was not
available. For those that had data, last minute changes in the calculations showed a significant
increase in performance across a number of key indicators. The final data submitted by the sector
shows positive trends in the proportion of mothers delivering in health facilities, up six percent from
last financial year, immunization coverage improved by 14% from last financial year, while the
availability of essential medicines more than doubled. If these data are correct, the sector has showed
substantial improvement in its performance over past year.

Utilizing the resources availed, the sector delivered against sixty five percent (65%) of its thirty seven
output targets. All districts are now implementing the roadmap for improved maternal health, which
focuses on improvements in the availability, accessibility and utilization of skilled care during, before
and after birth. Health facilities remain under-staffed, with only 56% of posts filled by qualified health
workers, unchanged over two years. Despite outlining a plan and financial request of 200 billion
shillings to all districts and regional referral hospitals, the financing was not approved by the Treasury.
Similarly, the incentive scheme to attract and retain health workers was drafted, but not financed.
More positively, the component of hardship payments and prioritizing the provision of staff
accommodation for those in hard to reach, and hard to stay areas has been implemented. 350
scholarships under bonding arrangements for staff willing to return and work in these hard to reach
areas have been awarded.

A similar picture emerges regarding infrastructural development, with only 38% of the budget of 27
billion shillings for health systems development released. Work is underway in hospitals in Masaka,
Mubende, Fort Portal, Kabale and Arua regional referral hospitals, while the rehabilitation of Mbarara
regional referral hospital is reportedly eighty percent complete. Similarly, the construction of Naguru
Hospital is nearing completion. Delays in procurement were blamed for the lack of progress in Abim,
Kambuga, Budda and Yumbe hospitals.

Water and Environment

The provision of safe water and access to hygienic sanitation facilities, as well as the protection and
management of the natural environment are the primary functions of the Water and Environment
Sector. To these ends, the sector was allocated 250 billion shillings in FY2010/11, or 3.6% of the
national budget. Of this, the sector received only 173 billion, or 69% due to reallocations by the
Treasury.

In the face of rapidly expanding population, and limited budgetary provision, the sector was unable to
do more than keep pace with the demand for safe water in rural areas, remaining unchanged at 65%
in 2010/11, some way from the NDP target for 2014/15 of 77%. With the majority of the budget
provision on rural water supply provided and spent, the performance was quite strong, with eight of
ten gravity flow schemes completed, and 11 against a target of 10 piped water schemes designed
and approved. Similarly, 123 water point sources were constructed, over-reaching the projection of
100. Less wells were constructed than planned, at 14 against a target of 20. The functionality of water
points in rural areas also remains stagnant, at 83% of those sampled.

While the cumulative urban population served with access to safe water expanded by 100,000
persons in FY2010/11, the population itself expanded faster, resulting in a decline of the share of
those served from 67% in FY2009/10 to 66% in FY2010/11. Only half of the budget of 58 billion
shillings for urban water supply was released during the year, which impacted on delivery. 50% of the
planned 14 piped water supply systems were completed. 27 designs of general water supply systems
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were completed against a target of 44. The achievement levels were found to be commensurate to
the resources availed.

Improvements were registered in the proportion of the population with access to safe sanitation
facilities, up from 77% in FY2009/10 in urban areas to 81% in FY2010/11, while it remained
unchanged in rural areas at 70%. The NDP targets of 100% in urban areas may be met it this
trajectory continues, while the rural target of 77% looks more challenging. It is unclear how this
change was affected during the year, with only 0.26 billion shillings released for the construction of
urban sanitation facilities, against an approved budget of 23 billion shillings, or 1%. If additional,
external financing was brought to bear, this should be reported through the budget system.

Environmental degradation continues unabated. Forest cover has declined t018% of total land area,
down from 50% in 1990. Wetland coverage has declined to 10.9% from 13% in 1994. The NDP
targets an increase in forest cover to 24% by 2014/15 and an increase in wetland coverage to 30%.
Financing for natural resource management outstripped the original budget, with 20 billion shillings
released, above the original allocation of 18 billion. While the sector planned to demarcate 530km of
ecosystem boundary, only 43km were demarcated. 16,300 hectares of degraded ecosystem were to
be restored during the financial year, but by year end only 5,825 hectares had been restored. A
similar picture emerges in the forestry sub-sector, with only 235 hectares of degraded forest replanted
against a target of 3,000 hectares for the financial year. However, it is recognized that only 64% of the
budget for forest management was released.

Efforts to strengthen weather forecasting made progress during the financial year, with an additional
three billion shillings provided for under the budget to operationalize the meteorological department
and improve weather forecasting. The meteorological bill was drafted, which intends to transform the
department into an authority. Information on severe weather warnings for fishermen and lake users on
Victoria was introduced, and daily and three-day forecasts disseminated using the cell phone network
and internet.

Gender, Labour and Social Development

Strengthening the rights and capabilities of Ugandan citizens, providing social welfare, skills
development and productivity are all the responsibilities of the social development sector. To do this,
the sector received an allocation of 32 billion shillings in FY2010/11, or 0.5% of the national budget.
24 billion shillings, or 75% was released during the year, with which the sector achieved 55% of its
output targets. Even where targets are calibrated downwards to reflect the release, no change in
performance level was registered, indicating that the achievement levels were low in those non-
performing areas.

Addressing labour productivity and opportunity remains a major challenge for the sector and the
Government as a whole. The labour force is growing by 5.9% per annum, equating to over 500,000
persons a t t oday 6 s Inpghe gage od this ohallenge, the budget of just under two billion
shillings for the promotion of labour productivity and employment appears inadequate. Furthermore,
only just over 50% of this budget was released during the financial year. It is perhaps unsurprising
that a target of 500 job placements to be carried out by recruitment agencies was the modest target
set during the year, over-achieved with 844 persons placed, but insignificant against the scale of the
problem. Actions beyond the sector cover a broad range of areas such as training in business and
management skills, the integration of vocational education at primary and secondary levels, the
development of serviced industrial parks, effort to promote agricultural commercialization and agro-
processing, and facilitating young entrepreneurs through venture capital. However, there is growing
concern that the absence of an overarching strategy and coordination framework to guide efforts by
Government and other stakeholders is leading to disjointed planning and implementation of this
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response. Unemployment is likely to be influenced not only by the direct effects of single programmes,
but also by indirect effects, policy interactions and feedback effects. The current understanding and
management of these processes needs to be improved.

Improving functional adult literacy is a major focus of the Ministry, and 70 programmes were
conducted across sub-counties in line with the set target during the financial year. 300,000 adults
enrolled during the year, on a par with FY2008/09, and slightly down on the FY2009/10 enrollment
number. No information was available on completion levels, which were at approximately 50% in
2009/10. The Cabinet Retreat of December 2010 agreed that the Ministry be facilitated to support the
mass learning of Swabhili as a means of evolving common language. 145 million shillings was
allocated to this task in FY2011/12, and the results will be reported on in the next annual report.

A social welfare programme to support the most vulnerable with unconditional cash transfers was
initiated in FY2010/11 through the establishment of a social protection secretariat in the Ministry, an
electronic birth registration system is being developed to determine who is eligible (the criteria being
those over 65 years, households with low labour capacity and high dependency ratio, child-headed
households, the disabled and single female-headed households; and amongst these, the most
needy). The pilot will be rolled out in fourteen districts in FY2011/12.

A considerable drive was made during the financial year to embed gender equity into the planning,
budgeting, implementation, monitoring and evaluation practices of Government. Five Ministries,
namely Health, Public Service, Education, Local Government and Justice were targeted to
mainstream gender equity issues into planning, and in conducting gender audits. Action plans to
combat gender-based violence were developed and implemented across nine districts, and involve
different media and strategies to address the problem.

Accountability

The Accountability Sector leads governmentd s e ¢ obusiness io terms of providing the budgetary
framework for service delivery, governance and defence, collecting taxes and facilitating economic
growth, while also checking on these measures through monitoring, audit and inspection. Of the 492
billion shillings allocated to the sector during FY2010/11, 7% of the national budget, only 68% was
released and spent. Those institutions that received the lowest releases were the Ministry of Finance,
Planning and Economic Development (MFPED) and the Directorate of Ethics and Integrity (DEI), that
both received under 50% of their planned allocation. With these resources, 60% of the one hundred
and one output delivery targets were met, 38% were not, and data was unavailable in 2% of cases.
Where these targets are calibrated according to the financial releases available, the proportion
achieved rises to 66% achieved.

The sectorbés contribution to economprinarily inaesshof
domestic revenue mobilization. During the financial year, the Uganda Revenue Authority realized
customs tax collection of 2,534 billion shillings, over-reaching the target 2,328 billion, attributed to the
growth in non-oil imports that enhanced import duty and value added tax. Domestic revenue collection
slightly under-achieved, at 97% of the target of 2,905 billion shillings. In total, revenue as a share of
GDP registered an improvement at 13.20% against a target of 13.10% up from 12.16% in FY2009/10.
The performance was attributed to the rolling out of module 2 of the e-tax to five other stations, and
the operationlization of the document management system with barcode scanning and printing.

The formulation and implementation of a credible budget is central to efficient and effective service
delivery. In FY2010/11, budget performance fell below expectations evidenced by major variations
between allocations and releases. A number of sectors received over or below 50% of their original
allocations, making implementation of planned actions against targets extremely difficult. Protection
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was largely afforded to frontline services, with the exception of water and agriculture that received
less than the 95% of the allocation under the poverty action fund. Similarly, for the share within these
sectors going to frontline services in the form of conditional grants, health, education, works and
agriculture all received 95% or more of their allocation, while water received less.

The measures used to assess the Governmentoo6s
and regulations illustrate poor performance during FY2010/11. While the percentage of clean audit
reports improved amongst the Local Government audits compared with FY2009/10, registering 45%,
against a target of 45%, at Central Government level, the percentage remained unchanged at 40%,
some way below the target of 55% for FY2010/11. While for Statutory Bodies, the percentage
declined over the year, registering 27% by year-end, way-off the target of 65%. The percentage of
PPDA Audit recommendations implemented remained unchanged at 78%, failing to achieve the target
of 85%.

The Government has put in place a number of measures to tackle corruption in terms of prevention,
detection and sanctioning of corruption cases by establishing and strengthening institutions such as
the Anti-Corruption Court, the Inspectorate General of Government and the Auditor General. It has
also sought to strengthen Parliamentary Committees, such as the Public Accounts Committee. The
Inspectorate of Government was efficient during the year, concluding 45 cases over the projection of
20.

Justice, Law and Order

Upholding the rule of law and due process, improving access to justice for all, reducing crime and
ensuring the safety of the nationds citizen ar
sector is being well financed in relative terms. The sector continues to benefit from supplementary
funding as reflected in the past two years. In FY2009/10, the total annual sector budget was
UGX344.35bn but the actual release rose to UGX442.05bn which is an equivalent of 128%. In
FY2010/11, the allocation increased by 54% to UGX530.46bn, but release rose further to
UGX619.33bn through supplementary considerations. However, this expansive sector-wide spending
masks considerable deviations amongst the institutions, with the likes of the Ministry of Internal Affairs
receiving only 68% of its approved budget, while the Ministry of Justice and Constitutional Affairs
received 231%.

The sector identified one hundred and one performance indicators across the range of service
delivery outputs amongst its institutions. Only 39% of these indicators hit their targets, rising to 44%
where targets were calibrated according to financial releases. While this aggregate performance is not
strong, a number of headline results across the sector performed strongly. Case disposal rate
continues to improve, attributed to the quick-wins programme which enabled sessions to be
conducted upcountry and further reinforced by increased efforts by officers working on weekends at
major uncountry stations. The average length of stay on remand also continues to improve, down
from a twenty seven (27) month average over the past two financial years to twenty (20) months in
FY2010/11. The incidence of crime has also reduced, from 336 crimes per 100,000 persons in
FY2009/10 to 314 to 100,000 persons, while the police-to-population ration has improved, from one
police officer to 786 persons in FY2009/10 to one officer to 709 persons in FY2010/11. These
improvements are attributed to police strength and crime prevention strategies, including chain-linked
communications which promote cooperation amongst JLOS agencies. The rate of recidivism (re-
offending) has also dropped by 1% over the past year. This is attributed to community service,
rehabilitation programmes, education and reduced congestion in the prisons.

Less progressive areas during FY2010/11 included the investigation of public complaints and the lack
of disciplinary committee meetings attributed to the absence of the Judicial Service Commission
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whose term expired in November 2010. The simplification and translation of laws has also made slow
progress during the year. The Government is committed to the protection of the fundamental human
rights of it citizens, and commendable steps have been taken in human rights education of staff in the
forces, peer review and the monitoring of compliance. However, some of these actions are not being
followed through as planned. The plan for 500 prison officers to be trained in human rights education
was not carried out during the year. Awareness raising activities, such as pamphlets and publications
were also under financed. More financing in the areas of education and awareness is required.

Legislature

The Legislature is assessed by its effectiveness in representingt h e p wiewsiincférmaulation of
legislation and policy, efficiency in passing legislation, and its oversight of decisions made in the
publ i c 6 s162 hillioreghibirgs were allocated to the sector, 99% of which was released. The
majority, 60%, went to the mandatory payment of salaries and emoluments to staff and members of
Parliament, with the remainder going directly to the production of outputs. Of this, one third was spent
for the preparation of the upcoming 126" inter-Parliamentary Union Assembly scheduled for
March/April of 2012.

The Financial Year 2010/11 was a period of national elections and it had a negative impact on the
performance of Parliament. Legislators reportedly spent less time than ordinary conducting
Parliamentary business as more time was spent in the constituencies seeking re-election. Despite
this, Parliament recorded good progress in a number of measures. The sector reported that there was
marked improvement in quorum attendance of committee meetings which moved from 95% in
FY2009/10 to 100%, so was the plenary sittings also moving from 70% to 100% in the review period.
This is of relevance given that poor attendance i which stood at 51% and 57% respectively in FY
2008/09 - has been one of the challenges in the August house. There is, however, a contradiction
where the improved quorum attendance is not reflected in performance in the average length of time
(days) spent to pass legislation which has stagnated at 90 against an annual target of 60days. It is not
clear why the sector lowered the target which was 45 days in FY2009/10 although it was not
achieved. In an effort to address this challenge, the Commission has designed a Parliamentary
calendar that is intended to enhance efficiency and effectiveness in disposing off all Parliament
business.

The participation of CSOs in formulation of policy and legislation has strengthened efforts to ensure
representation of citizenséviews. Parliament reports that CSO attendance was 100% but noted that it
was only in debates in which they had interest. Twelve standing committees exist in Parliament. Of
these, the three accountability committees exhibited strong performance, with the public accounts
committee moving from 75% on the reduction of backlog of accounts in FY2009/10 to 100% in
FY2010/11.

Public Administration

Public administration focuses on the civil i political interface, promoting and managing international
relations and commercial diplomacy, facilitating the Presidency to fulfil its constitutional mandate, and
conducting free and fair elections. The sector was allocated 301 billion shillings in FY2010/11,
constituting 4.2% of the national budget. The financial release was considerably over budget, with
498 billion shillings released, with State House receiving 269 percent more than originally allocated,
the Electoral Commission 169 percent more than allocated, while the Ministry of Foreign Affairs
received 10% less than allocated. All of the release was spent.

During FY2010/11, the Electoral Commission went through a period of intense preparations to deliver
a free and fair election at all levels of governance in the country. These elections namely,
Presidential, Parliamentary and Local Council were preceded by country-wide preparations that
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involved registration of new eligible voters, organizing consultative meetings, registering and training
new voter educators among other actions outlined in the road map. Polls at respective leadership
levels were successfully held within the constitutional time-frame, and were reported to have reflected
the will of the people of Uganda by both national and international observers. The National
Resistance Movement candidate,Yoweri Kaguta Museveni, was elected President for a five-year term
with a majority of 69%.

Mass mobilization of the population was carried out by the Electoral Commission and other relevant
stakeholders with the sector targeting to realize a minimum of 78% turn-up which was not achieved.
The turn-out of the eligible voters on voting day for the Presidential and Parliamentary was scored at
59%, down from 69.2% in 2006. Performance was attributed to natural calamities such as rain on the
voting day and voter apathy/choice, factors the Commission notes as beyond its control. However,
suffice to note that the Commission performed well at the various electoral levels as more leadership
positions were filled against the originally planned, as follows: Constituency Members of Parliament
elected were 238 against a target of 215; District Members of Parliament were 112 against 80; and
District Chairpersons also 112 against 80.

While UGX102.78bn was initially budgeted for FY2010/11 specifically towards the management of
2011 general elections, the final release amounted to UGX185.05bn - an increase from UGX 67.8bn
for the 2006 general elections. A supplementary funding of up to UGX 82.27bn was released to cater
for further registration and conduct of elections, particularly youth councils/committees and other
residual elections following the creation of new administrative units and the subsequent
constituencies. These additional resources did not appear to impact on revised targets in the areas of
reorganizing polling stations, organizing voter consultative meetings and training voter educators i all
of which failed to meet targets revised with the additional resources provided. The sector explains that
part of the supplementary was spent on the pr ovi si on of copies of Nati ona
participating political parties/organizations as compelled by Parliamentary legal reforms. It also
mentions that expenditure was incurred on the opening and establishment of 32 new EC District
Offices and recruiting staff to man them, as well as the purchase of equipment and vehicles and
provision of welfare items. The Commission does not, however, give detail of the actual amounts from
the supplementary allocated to these items.

The analysis of data on the Ministry of Foreign Affairs was on target on all its outputs where data was
provided. It achieved 80% against the original set targets for the FY, having been unable to provide
data on 20% of the indicators. Amongst the areas of delivery, the period under review recorded
successive achievements regarding the signing of a number of agreements, including one between
the Governments of Uganda and Ethiopia on matters of security in the Horn of Africa and refugee
movement. Negotiations were initiated to conclude the Memorandum of Understanding for economic
cooperation with Thailand. Others negotiations included the preparation for the 6th Uganda-Sudan
Joint Ministerial Commission, and a communiqué signed between Uganda and the Transitional
Federal Government of Somalia at meeting held in Kampala focusing on sustainable peace in
Somalia.

Public Sector Management

Public sector management is primarily about the coordination and management of whole-of-
Government business. Its institutions focus on staffing, managing service delivery systems, and the
leadership and implementation of East African integration from the Ugandan side. During FY2010/11,
the sector was allocated 831 billion shillings, 11.9% of the national budget. 88% of this budget was
released, primarily for the Ministries of Public Service, The Public Service Commission, East African
Affairs and Local Governments. Low releases were registered in the Ministry of Local Government
(which only received 14% of its allocation), Office of the Prime Minister (79%) and National Planning
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Authority (85%). With these resources, the sector as a whole achieved a creditable 60% of its output
delivery targets, which rises to 65% when calibrated against the financial releases.

Staffing of the public service is a critical issue. The percentage of declared vacancies filled increased
dramatically from 68% in FY 2008/09 to 72% in FY2009/10 and to reportedly 300% in the last
financial year. This is three times the planned target of 100%. The initiative to pay hardship
allowances and provide other incentives for teachers and health workers to seek and keep
employment in less appealing areas of the country (so called, hard-to-stay, hard-to-reach) began, and
baseline data was gathered during FY2010/11. The vacancy rate of primary school teachers is quite
low in these areas, at 7.9%, while secondary is extremely high at 63%. Medical workers come
somewhere in between, at 42%. Retention rates appear to be better than those of recruitment, with
74% of staff across these categories retained during the year. The impact of this initiative will be felt
and measured in the coming years.

One measure to strengthen the public sector performance has been the introduction of performance
contracts for categories of public servants. By the end of FY2010/11, 82% of head teachers were on
performance agreements, some way below the target set of 95% for the year. All hospital directors
were put on performance agreements as planned. The proportion of those head teachers and hospital
directors that met the terms of their agreement will be reported on in FY2011/12.

In the 2010/11 budget speech the Minister of Finance, Planning and Economic Development said the
Government would commence the implementation of the Integrated Personnel and Payroll System
(IPPS) to computerize and integrate personnel records in all Government institutions. While eleven
Ministries, Departments and Agencies and Local Governments had operationalized the IPPS by the
end of FY2010/11 as planned, the percentage of employees whose computerized human resource
pay processes were managed by the IPPS remained unchanged at 5%, as it was in FY2009/10. This
may be a lag effect from the implementation process.

East African integration made some progress during FY2010/11. The first stage in the integration
process in the EAC customs union. The harmonization of laws with EAC standards is critical to
moving towards a union, and Uganda harmonized four laws in line with the common market protocol,
namely the companies, partnerships, insolvency and contracts laws. Coordination with Rwanda and
Kenya on tackling a series of non-tariff barriers was also initiated. However, negotiations stalled on
EAC-European Union Economic Partnership Agreements last year.

In the area of disaster preparedness and management, 586 households affected by the Bududa
landslide were resettled in Kiryadongo, and food was procured and distributed across nine districts
drawing on the approved supplementary budget of five billion shillings. In addition
verification/assessment missions on reported flooding and landslide occurrences were carried out in
six districts.

In order to enhance livelihoods of persons in historically disaster prone areas the Government is
implementing a number of special programs, including the Peace Recovery and Development
Programme (PRDP), Luwero-Rwenzori Development Plan (LRDP) and Northern Uganda Social
Action Fund (Phase I1)-(NUSAF 1), among others, to cater for this purpose. The implementation
modality of the Northern Uganda Social Action Fund Il (NUSAF Il) Programme in Karamoja sub region
was designed and implementation has commenced. The implementation of the Northern Uganda
Livelihoods Enhancement Programme (NULEP) in Karamoja and Northern Uganda has been
launched, twenty hydraform machines have been procured and distributed to the districts in northern
Uganda and over two hundred young people been trained in the use of the hydraform technology. In
regard to Karamoja region, data shows that Karamoja Food Security Action Plan implementation has
been commenced through scaling-up the tractorization and tractor hire scheme, the distribution of
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improved varieties of seeds and the procurement of oxen and ox ploughs. In addition, the restocking
programme in Kotido targeting women and youth groups has already started by giving out 98 Heifers,
38 goats and the purchase of more animals is ongoing. 47,000 hydraform blocks were produced in
Nadunget for the construction of 20 kitchens and 20 stances of pit latrines for the Manyatta household
beneficiaries. In addition 30 youths were trained in block production and 11 people were trained in
cattle branding technology in Moroto District.6,134 acres of land were opened in Moroto, Kaabong,
Nakapiripirit, Abim, and Napak districts. Furthermore, a survey of dams at parish level was conducted
and a survey of deep drilled boreholes was conducted in the seven Districts of Karamoja Sub region.

Security

The assessment of the security sector addresses three areas, the level of security for people and
property, the contribution towards stability and security in the African region and the enhancement of
the defense capacity against internal and external threats. The overall performance of the sector was
strong in the areas of training, procurement of equipment and machinery, and intelligence gathering,
while shortcomings were registered in others areas such as medical, uniforms and construction.
Overall, the sector spending remains far in excess of its annual budget.

During the financial year under review, Parliament approved a supplementary budget for defence. The
expenditure for the Ministry of Defence was more than the original allocation by just under 350%, and
constituted 27% of the entire national budget (release) for FY2010/11. While UGX 613.57bn was
initially budgeted for by the Ministry, UGX 2,002.33bn was spent. To avoid creating instability across
Government spending patterns in the future, MFPED may want to consider expanding the budget
ceiling of defence to avoid serial over-spending causing reallocation or expansion of the overall
resource envelope.

The attack by the Al-Shabab militants in July 2010 in Kampala that killed over 70 people impacted the
peace in the country. But while the impact effect of this lone occurrence was negative, cross-border
security was maintained with no conflicts or any other form of external aggression reported in the
review period. The 1likes of Al lied Democratic
causing instability that was characteristic of the previous financial years did not occur during
FY2010/11. In the latter case, prolonged efforts that had been made towards signing of a peace
agreement remain unfulfilled, with no progress registered in the GoU-LRA negotiations during the
year.

In line with the priorities of the Ministry of Defence, as stated in the Defence Strategic Infrastructure
Investment Plan (DSIIP), the sector reported construction, rehabilitation and maintenance of new and
old facilities in the areas of accommodation, training, health and storage facilities, and the general
infrastructure, with the aim of consolidating the welfare of the national army. However, there was
partial implementation caused by under-release of UGX16.5bn out of a total of UGX63.98bn initially
budgeted for welfare for FY2010/11.

The Internal Security Organization (ISO) continues to meet its target in the collection of both technical
intelligence and human intelligence. There is, however, a trend seemingly emerging of low
performance in staff training which has persisted over the years, although some minimal progress from
last financial year. The sector registered improvement in the provision of welfare and logistical to the
Uganda Peoples Democratic Force (UPDF) where targets were either fully achieved or exceeded.
Significant progress was registered in the proportion of UPDF soldiers being able to access medical
care services, achieving accessibility of 65% as planned, a drastic improvement from the 16% realized
in FY 2009/10. The impact of this level of access to a variety of health services by the soldiers has
definitely improved. The sector has particularly performed well over the years in training of the UPDF,
always surpassing target. In the period of review, 7,128 officers were passed out against the targeted
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6,000, an increase from 6,251 passed out in various categories of courses in FY2009/10.

Uganda continues to be actively involved in efforts to ensure stability and security beyond its borders,
where it continues to play a leading role in her effort to establish peace in the Great Lakes Region. The
major regional missions are African Mission in Somalia (AMISOM) and Operation Lightening Thunder
(OLT) operations in Democratic Republic of Congo. The success of AMISOM has reportedly brought
honour to Uganda as evidence that there can be local solutions to local problems. AMISOM has been
able to facilitate the transfer of the Transitional Federal Government (TFG) from Kenya to Somalia
where itos gr aglstaie huthgrityéngshe ddgile statdh Meanwhile, the operation has also
attracted international support, the most significant being the United States which has offered logistical

support.
Agriculture

According to the Uganda National Household Survey (UNHS) of 2009/10, approximately 66% of the
working population is employed in the agricultural sector, which includes production of food and cash
crops and livestock, forestry and fishing activities. It had a total contribution to GDP of 22.5% in FY
2010/11 and agricultural output grew just 0.9%, well behind population growth and the rest of the
economy. 78% of the sector budget of UGX366bn was released and spent. This hides a great deal of
variation in releases to institutions, with the Ministry of Agriculture, Animal Industry and Fisheries
(MAAIF) receiving just 47% of its budget, while NAADS, for example, received 99%.

Production of most commaodities increased only modestly and there was a 16% general reduction in
the production of cash crops in 2010/11 as a result of poor rainfall and drought. However, the value of
selected export commodities in USD increased greatly due to increases in international commodity
prices. Sales of coffee for export were down 14% but, with price rises, the value of coffee exports
increased by 42% to USD 371m. This indicates that Uganda does not have the capacity to respond to
international market opportunities. UBOS projected growth in livestock production of 3% in total. The
sector managed to achieve 55% of its outputs, which increased to 69% when targets are recalibrated
to the share of the original budget released.

Generation and dissemination of new technologies was fair. Targets for new technologies and new
varieties were met but only 13 research studies under a competitive grants scheme were approved,
against a target of 66. There was good performance on agricultural advisory services: 661,683
farmers received extension services, 104% of the target. Each of these farmers hosted a Technology
Demonstration Site for training other farmers. 20 new technologies were promoted and supported
through partner demonstration at national level against a target of 15. This involved extending
improved breeds of animals, high yield seed and improved farming practices to farmers across the
country. However, only 6 strategic enterprises were supported, against a target of 10. Crop pest and
disease control was strong, with only one target missed, on registration of types of agro-chemical.

Performance on fisheries was poor i less than half the intended aquaculture enterprises were
established and only 15,225 tons of fish were exported, against a target of 35,000. The low level of
fish exports is put down to declining fish stocks in the major lakes in Uganda. The Uganda Cotton
Development Organisation achieved 5 of its 9 targets. Targets for levels of production were missed
but the quality of the bales that were produced were above target, with 84% of bales in the top 3
grades, against a target of 80%. Development of the coffee industry was mixed. Targets were met on
the registration of coffee exporters and the number of quality control officers trained. However, the
number of bags of coffee certified for export were 320,000 below the target and 9.3m fewer coffee
seedlings were grown and distributed than planned.

Lands
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The Lands, Housing and Urban Development Sector aims to ensure the security of land tenure,
productive use of land resources, the efficient, effective and sustainable physical planning and urban
development. In addition, it is focused on improving the housing quality and increased housing stock
that meets the housing needs of the population. The sector was allocated 24 billion shillings in
FY2010/11, or 0.3% of the national budget. Considerable budget cuts were experienced by the
Ministry of Lands, Housing and Urban Development and the Uganda Lands Commission during the
third and fourth quarters of the financial year, leaving them with only 59% and 64% of the approved
budget, respectively.

The sector ds per fthe setatargets, ara ahese dalibated downwards to reflect the
financial release was fair. The sector achieved 36% of original targets, and 48% against calibrated of
targets. Good performance was registered in government land administration and slight improvement
in land registration. However, there was slow progress on crucial sector policies, laws, regulations and
guidelines.

Improving housing quality and increasing housing stock are central to the housing function of the
Ministry. The performance was computed on the basis of national housing stock and people living in
permanent housing, but no data was made available during FY2010/11. By 2009/10, 60% of the
urban population lived in slums and the sector aimed at reducing the percentage to 50% by end of FY
2010/11 but there was no information on progress.

The process of computerizing the land titles is a contributor to the development of the Land
Information System which will solve the problem of delays in land transactions. However, the
percentage of progress on the Land Information System lies at 10% from 9% reported in FY 2009/10.
The slow progress was associated delays in resolving tax related issues, which has compounded the
problem of data gaps in the sector. There is need to expedite the process of computerizing the land
registry to improve efficiency.

Considerable data gaps exist in the sector, including the areas of occurrence of land disputes, land
that is surveyed and registered, proportion of the urban population living in slums and informal
settlements, and numbers of national housing stock. This must be rectified in the coming financial
year in order to assess the contribution of the insti
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1. Introduction

1.1 Rationale

The Government Annual Performance Report (GAPR) responds to the requirement that the Prime
Minister effectively coordinates the implementation of Government policies across Ministries in line
with Article 108A of the Constitution, and reports periodically on Government's performance to
Cabinet and Parliament.

This GAPR FY2010/11 is the third annual performance report in its current form produced by Office of
the Prime Minister, and it builds on the Government Semi-Annual Performance Report (GSAPR) for
FY2010/11 produced in March 2011, and discussed at the Cabinet Retreat of that month.

The report focuses on the performance of Government against the key objectives outlined in the
National Development Plan 2010/11 i 2014/15, and of the medium terms objectives and budget
spending across the sixteen sectors who implement this plan, and in turn that constitute the annual
planning and budgeting framework of all Ministries, Departments and Agencies (MDAs) and Local
Governments (LGS).

The timing of this report, produced in advance of the budget call circular for FY2011/12, will enable
the focus of the budget, and the decisions over allocations between sectors, to be informed by
empirical data of past performance.

1.2  Objectives and Scope

The objective of the Government Annual Performance Report is to provide timely, focused information
to Cabinet and other decision-makers on the performance of Government during the previous
Financial Year. The report aims to highlight what has been delivered, what has not, and the reasons
why. The report goes further, to look at what outcomes are being realized in terms of actual changes
in the quality, access and utilization of public services, in governance and security. The report
provides for accountability for the spending of the national budget, and outlines key areas of
performance and under-performance. Fundamentally, the Report is designed and timed to instruct
key policy makers on where emphasis and resources needs to be placed in the coming Financial
Year.

The report addresses the performance of the Government through the sixteen sectors of which it is
composed. The report focuses on three aspects of public sector performance:

a. Progress made against intended outcomes and planned outputs and the use of resources
b. Explanation for the performance levels achieved
c. Proposed measures to improve performance

The GAPR FY2010/11 is both comprehensive in its assessment of performance, including all
performance indicators that measure the application of public resources, while also strategic, in
focusing the analysis on the key performance issues within and across the sectors. These strategic
issues arise out of the background to the budget and budget speeches of the Minister of Finance,
Planning and Economic Development prior to the start of the Financial Year; from the binding
constraints and serially important service delivery issues raised in the NDP, previous and related
reports, and from the data itself.
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1.3  Methodology and Application

The GAPR FY2010/11 provides two levels of analysis. For the first time in the production of an annual
report, a comprehensive assessment of all performance indicators outlined in sector Budget
Framework Papers and associated Ministerial Policy Statements are included. These can be found in
Volume 2. of this report. Previous annual reports have taken a selection of outputs and output
indicators as the basis for assessment. The rationale for the inclusion of all indicators is to provide
accountability for the use of resources allocated through the national budget. The second level of
analysis focuses on the key performance areas and issues in each sector.

The majority of the data utilized for this report is secondary, provided by the MDAs/Sectors through
the adapted Output Budgeting Tool (OBT). The OBT was redesigned by MFPED to incorporate sector
results chains, and to enable the identification of key outputs and key performance indicators at
outcome and output level, based on the previous format of OPM. Financial information is supplied by
MFPED, and is taken directly from the Integrated Financial Management System (IFMS) and related
systems, such as Legacy. The financial information in this report excludes taxes and arrears.
Additional data provided by the sectors and by the Uganda Bureau of Statistics (UBOS) pertains to
key outcome indicators that are not currently captured in the BFPs, and explanatory information that
details the reasons for good and poor performance. External assessments and evaluations are used
where relevant.

The submissions by the MDAs/Sectors through OBT are validated by the Office of the Prime Minister
through checking for completeness, and where possible, accuracy, through triangulation against
previous yearsd® performance, and other sources
into an overall national report for the Rt. Hon. Prime Minister to present to Cabinet. The actions and
recommendations derived from this report will be followed-up with individual Ministries and Agencies

to ensure that actual performance improves.

Consistent with international practice, this report has introduced rating of performance of all output
indicators and key actions. The definition of the performance ratings are as follows:

Table 1.10utput Performance Rating System

Where the specific target or action committed to hasen achievedby the end
of the stated Financial Year

Where the specific target or action committed to hast been achievedy the
end of the stated Financial Year

No data Whereno data has been provided, either because the indicator is not meast
annually or the provider has not submitted the data

The calculation of achievement levels for outputs is based on a simple division of actual achievement
level over the target level (AT1/YT1*100; where AT1 is the current year actual and YT1 is the current
year target). This reflects that nature of outputs as in-year deliverables, where baselines are zero™.
Outcome indicators, by contrast, primarily reflect trends. Thus targets set for each Financial Year
reflect a desired increase or decrease against the level achieved in the previous year. The

! For example, sector X targeted to achieve 100 workshops this year, and actually achieved 80. Last year the sector completed
75 workshops. The actual achievement | evel this year is
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measurement of the percentage of the target achieved in a given year addresses the percentage
change that has occurred, not the actual change assuming a zero baseline?

Four innovations have been introduced in the FY2010/11 GAPR.

Assessment of progress against the NRM Manifesto, the National Development Plan and the state of
the economy

Following national elections in February 2011, and the swearing in of the President in May, the

implementation of thePar t yds priorities began. These priorities
Movement 6s (NRM) PaRO0Ogy6Mamnfested 8Pdadasperity for Al
job creationé6. The manifesto | aymanyooll whichorepegesent B50 pr i o

continuation from reforms started prior to the elections. While this annual report only overlaps with
one-and-a-half months of the start of the new Government, the assessment maps those actions which
are continuations of existing initiatives, and assesses what progress has been made during the
Financial Year 2010/11.

The National Development Plan (NDP) of Uganda was launched by H.E. The President in April 2010,
and implementation began in July 2010 with the start of the Financial Year. The NDP results
framework provides a set of key measures against the overall objective of growth, employment and
socio-economic transformation, and outlines a series of measurable strategies to tackle identified
constraints, as well as priority areas and projects. Fundamentally, the NDP is delivered through the
sector structure, composed of the implementing Ministries, Departments and Agencies, and Local
Governments. The GAPR FY2010/11 assesses the progress made in the first of the five years of the
NDP against these various elements. In addition, the Report provides an overview of the state of the
national economy during the Financial Year 2010/11, in line with the recommendation made at the
Cabinet Retreat of December 2010. This overview provides the context within which Government
programmes operated during the year.

Comprehensive assessment of all output indicators across the budget

The Government of Uganda commits itself so certain targets each year, as defined in all Ministerial
Policy Statements, which in turn are approved by Parliament alongside the budget. All of these
targets are linked to indicators, which in turn measure the level of achievement of given budgetary
outputs. In previous GAPRs, selected outputs have been measured, whilst all overview of spending
has been provided. This has been due to limitations in the data. The GAPR FY2010/11 has accessed
comprehensive output indicator and spending data, enabling a full assessment of what has been
delivered by Government, what has not, and how this relates to spending. This is a powerful
instrument of accountability.

Calibration of output targets where releases were reduced by the Treasury

Financial Year 2010/2011 exhibited unusually high variance in budgetary releases during the third
and fourth quarters of the year, with three sectors receiving 25% or less than their planned budget,
while four sectors received 30% or more than planned by year-end. This presented a dilemma in
terms of assessing performance against annual targets, which have been set by Ministries against
their planned resource targets.

2 Thus, where the previous year achievement (ATO) should be subtracted from the current year target (YT1) to calculate the
denominator, and the actual current year achieved level (AT1) be subtracted from the previous year achievement (ATO), which
becomes the enumerator. Hence: (AT1-ATO0)/ (YT1-ATO) * 100.
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To address this, the GAPR FY2010/11 has measured output performance against two sets of
targets. The original targets, as outlined in Ministerial Policy Statements, and then a recalibrated set,
that pertain to the available financial resources released at vote function level, whether lower or
higher than originally planned for. In some cases, therefore, targets have gone down, in other cases,
they have gone up. Where targets have been lowered, the Office of the Prime Minister has first
confirmed from the MFPED that the reasons for a below expected financial release for a given MDA
was not due to poor planning or accountability on the part of the MDA, but due to factors beyond the
MDA 6 s c orhetrationble for calibrating targets at vote function and not output level relates to
available data. Financial data that incorporates all sources, including the donor component, is not
available at output level for budgets, releases and expenditures. The lowest unit of analysis of
complete financial data is the vote function. Table 1.1.1. provides an example of calibration in
practice.

The reason for keeping
the original set of
targets and
performance levels
alongside the calibrated
levels is to illustrate the
importance of those
targets to higher level
objectives, such as
those in the National
Development Plan, and
against international
commitment-based

Table 1.1.1Example of calibration of targets and performance levels

The Ministry of Genef, Labour and Social Development budgeted 1.98 billion shill
to develop regulations and guidelines on labour productivity, to inspect work places
investigate occupational diseases and accidents at work (vote function 1(
Specifically, the Mintsy aimed to produce 35 guidelines and regulations, carry out 4
work place inspections and conduct 60 investigations into labour disputes.

However, due to financial constraints elsewhere in Government, the Treasury
released 1.05 billion during thgear, or 53% of the approved budget. Given th
reduction, it would be unfair to judge the Ministry solely on the basis of these orig
targets, which it did not receive the finances to deliver on. Rather, a new set of ta
are required that reflecthie resources availed. These new targets are calibrated bg
on the resources received. Where the target for investigations of labour disputes

set at 60, the revised target reflects the proportion of available funds. In this case,

targets such as the | of funds = 53% dhe number of investigations, or:

Millennium
Development Goals.
The calibrated targets,
by contrast, reflect a
more accurate, albeit
blunt, mechanism for
assessing the
accountability
performance of MDAs
against the resources
provided.

0.53 (% budget released) * 60 investigations (original target)
=32investigations (revised/calibrated target)

In this example, the number of investigations of labour disputes carried
(and settled) was 48 during the year. This Wwatow the original set target of
60, and was thereforeot achieved but abovethe revised, calibrated target o
32, where only 53%of the resources were availed, and was therefqg
achieved.Both the original and revised targets and achievement levels
presented in the report to enable comparison and judgment to be made.

Mutual Accountability with Development Partners

As in the GAPR FY2009/10, the GAPR FY2010/11 provides for national accountability against
commitments made with international Development Partners, through addresses the indicators and
actions agreed upon within the context of the Joint Budget Support Framework (JBSF) Joint
Assessment Framework (JAF). This report covers the agreements outlined in the third JAF (JAF 3)
between Government of Uganda and JBSF Development Partners. The Volume 2 to this report
indicates those measures and actions under the JAF with an asterisk (*). The harmonization of the
JAF reporting within the national Government Performance Report continues to put Uganda at the
forefront of fulfilling its commitments to reduction of transaction costs and the greater ownership of aid
processes in line with the Paris Declaration and Accra Agenda for Action.
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The Government accounts for the use of resources through Parliament, and through reporting
instruments, such as the JAF, to external institutions and nations providing financial support to
Uganda. However, there has been little mutual accountability, which tracks the performance against
commitments made by bilateral and multilateral agencies. The final section of the FY2010/11 report
provides a section on Development Partner Performance, to redress this balance.

1.4  Authorship and Structure of the Report

The GAPR FY2010/11 is the product of a cross-Government effort. While the majority of the analysis
and writing has been led by Office of the Prime Minister, contributions to Chapter 2 come from the
National Planning Authority, and Chapter 7 was written entirely by the Ministry of Finance, Planning
and Economic Development. The data itself comes from all line Ministries and Local Governments,
making this a truly Government Performance Report.

The report produced in two Volumes.

Volume 1 (this document) addresses the annual performance of Government in FY2010/11 sector by
sector, grouped by economic classification. This is preceded by a chapter on the NDP and the state of
the economy, and concluded with a chapter on key findings and issues.

Volume 2 provides a comprehensive data annex. Organized by sector, Volume 2 provides the key
performance indicators, targets, actual and explanations against all sector outcomes, Ministry,
Department and Agency outputs and key actions.
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2. State of the Economy and National Development

This chapter outlines the changes in the economy and in national development indicators during
Financial Year 2010/2011. It examines the extent to which the key elements of the National
Development Plan have been financed and implemented, and provides a framework for the detailed
assessment of Gformancesaoteriby-s@cdor iptherensuing chapters of this Report.

2.1 Overview of progress against NDP objectives in FY2010/11

The 5-year National Development Plan was initiated in FY2010/11. Under the theme of growth,
employment and social-economic transformation for prosperity, the NDP has a number of specific
objectives, followed by strategies to achieve these objectives. This section of the GAPR FY2010/11
provides an overview of progress made and the trajectory towards the five-year 2014-15 targets after
one-year of implementation. Section 2.3 of the report looks in more detail at the specific strategies
traced through the related actions outlined in the background to the budget, the budget speech and
the Budget Framework Paper for FY2010/11.

2.1.1 Growth, Employment and Socio-Economic Transformation

The National Development Plan seeks to substantially increase the size of the Ugandan economy
while creating adequate jobs in line with the growing labour force. Socio-economic transformation is
expected to lead to increased productivity in order to create prosperity for all citizens. The NDP also
seeks to address the welfare of those who are not able to work or lack basic resources through social
protection.

Ugandabdés GDP gr ew atéof@&8&perceatgpe angumdeiwebn 2008/06 and 2008/09.
This rate dropped to 5.5% in 2009/10 and 6.3% percent and 2010/11, respectively (Figure 2.1.1). The
official unemployment rate in Uganda was estimated

at 2.0 percent in 2005/6 and increased to an Figure 2.1.1 GDP Growth Rate
estimated 4.2 percent in 2009/10, but is widely (source: UBOS)
believed to understate the employment challenges

. . 12
that Uganda faces. The labour force increased in real 10 ~
terms from 10.8 million in 2005/6 to 13.4 million in N

2009/10, an increase of 23 per cent, or 5.9 per cent
per annum. According to UBOS, The labour force
participation rate has risen from 82.0 percent in
2005/06 to 91.5% in 2009/10, though when excluding i i i i .
working students, the rate drops from 71.8 percent in 2005/6 2006/7 2007/8 2009/102010/11
2005/06 to 78.7 percent in 2009/10. The NDP target of
78.2 percent does not seem to match the UBOS
figures, so some recalibration may be needed.

_ —~—

OoON P~ O

The labour force participation rate, the measure used to assess employment levels, highlights that 79
percent of those employed are under self-employment. There are therefore questions over the extent
of employment amongst those in this category, and whether or not this measure hides considerable
under-employment. The growth in the labour force itself is not being matched by new jobs, leading to
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the growing importance of the informal sector which has absorbed an estimated 80% of new entrants
into the labour market.

While Government has long acknowledged the problem, there are concerns that its response has
been poorly coordinated. There is no formal overarching strategy in place to guide government or aid
cooperation among the various stakeholders. Unemployment is likely to be influenced not only by the
direct effects of single programmes, but also by indirect effects, policy interactions and feedback
effects. The current understanding and management of these processes is considered weak.

The evidence available on the effectiveness of alternative interventions is thin, and the understanding
of the underlying economic challenges remains inadequate. It is contended t hat t he
require attitudinal transformation, together with technical and business management skills to fit into
t he exi st i n%To address theaperkeived skills mismatch, there has been a recent shift in
gover nment 6s farmdlte votationahand tecbnimal education. Yet it is increasingly felt that
the current policy stance does not adequately address binding constraints to job creation and the
inter-sectoral mobility of labour 7 pre-requisites for the structural economic and social transformation
envisioned by the National Development Plan (NDP). The number of workers employed in the formal
manufacturing sector has fallen in recent years and studies reveal significant differentials in the
returns to education across space, suggesting there are large unexploited gains to labour mobility. A
more flexible labour market would likely increase both productivity and the employment elasticity of

yout h

growth. There is thus a need to evalwuate lg,Wthagovernm

view to reducing unemployment, but also accelerating the pace of structural transformation®. An

evaluation of the Governmentdés strategy has been inif

and will be conducted during FY2011/12.

The NDP further aims at improving the socioeconomic conditions of population, by particularly
reducing the number of people living in poverty from an estimated 28.5 percent in 2008/09 to 24.5
percent in 2014/15. The Uganda National Household Survey of 2009/10 indicated that this target had
already been reached, with 24.5 per cent of the population living below the poverty line. The NDP
2014/15 target may therefore need to be adjusted downwards. What is not measured in the NDP, but
is critical, is the distribution of income. The distribution worsened over the period 2005/06 to 2009/10
Households in rural areas remain more equal than in urban areas. This, coupled with low labour
productivity and agriculture workers are the most negatively affected. Assuming that all agriculture
GDP is produced by the rural labour force, then average value added per worker in agriculture is
estimated at 2.5million per year in 2009/10.

2.1.2 Human capital development and access to quality social services

Enhancing human capital devel opment and acces
nine objectives. Evidence from FY2010/11 suggests that, comparatively, Uganda is doing well,
moving up the Human Development Index of countries from 154" in 2007/8 to 112" in 2010/11. This
reflects relative progress in the elements of the index, namely life expectancy, adult literacy and gross
enrollment across all educational levels and gross domestic product per capita. Ugandads
progress represents a gradual upward trend in human development since the mid-1980s relative to
other countries around the globe (Figure 2.1.2).

8 Budget speech FY 2011/12, Delivered at the meeting of the 1> sessions of the 9™ Parliament of Uganda on the
8™ June 2011 by Hon. Maria Kiwanuka, M/FPED, p.19.

4MFPED, Concept Paper, An Evaluation of Government 6s
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However, this relative improvement against an index score masks some of the challenges internally.
While enrolment figures are high, literacy levels as a whole declined between 2009/10 and 2010/11
from 75.2% to 73% (Table 2.2.1), though at primary level they are rising slowly year-on-year. By the

end of 2010, 55 percent of primary 6 ] . . . A )
candidates were numerate, while 51 Figure2.12) 3 Yy RI Qa | dzYl y 5s8ddeS bvarL.

per cent were literate, still equating three decadegsource: UNDP, Human Development Report)

to roughly half of the population at
that age group.

1.00

Uganda
Health indicators, by and large, show
a negative trend over the past few —
years, with the percentage of 0.80 | emee——rs
mothers giving birth in health centres =
declining, vaccine coverage declining
and the professional staffing levels in
clinics unchanged. More positively,
stocks of essential drugs have risen 0.482
over the past year, as has the J:a38

. 0.403
contraceptive prevalence rate. 040 0.357

0.335
03159331 9319 0-330

0.60

UGA

Improving access to safe water
remains challenging, with population 020
growth outstripping the finances
available to increase availability.
While rural coverage is slowly
moving towards the NDP target of 000670 1e75 1980 1985 1980 1995 2000 2005 2010
77%, the urban coverage target of '
100% by 2014/15 is unlikely to be met. Stronger progress is being made on sanitation.

2.1.3 Improving in frastructure and promoting science and technology

The measures of infrastructural improvement focus on paved road coverage, rail freight and power in
the NDP. The percentage of paved roads to the total network has been calculated at 16.2% in
2010/11, based on the proportion of the 20,000 km of national road. This is considerably higher than
the 2008/09 baseline and the 2014/15 target, so may need to be reviewed. No data is available on
power consumption levels, though evidence is available on increase power output which has risen
from 603MW in 2009/10 to 691MW total installed capacity in 2010/11, up 15%. As a proxy, the
percentage of the population with access to electricity through the national grid increased from 11 to
12% from FY2009/10 to FY2010/11, in line with the target set in the Policy Statement.

No data is available and no targets have been set in the NDP against the objective of promoting
science, technology and innovation and information communications technology to enhance the
competitiveness of Uganda and Ugandans. The sole exception is the information that in FY2010/11,
ICT contributed 5% of GDP. Given this paucity of data, and targets as a way of determining progress,
consideration should be given to either ensuring that data can be collected or compiled to address
these measures, or the measures themselves changed to reflect available data.

2.1.4 Governance, Security and the Environment

Similarly, no data or targets are available for the governance, security and environmental measures of
the NDP. The relevant chapters of this report that assess progress against sector performance
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measures may provide some insight into what can be measured in these areas, notably in the justice,
law and order dimensions of governance, where the indicators are quite robust. Measures of security
are, by their nature, sensitive, and more work needs to be done with the Security Sector, the Ministry
of Defence in particular, to identify what can be measured and presented publically that is acceptable.

Over the several years, Uganda has registered a high rate of environmental degradation with
Ugandabés forest cover decl i ni ngdéareaddwB fomE®s, irb1999, 46 3 h a)
wetland coverage of the land surface declining to 10.9% down from 13% in 1994. The NDP strategies

on environment aim at increasing this forest cover to 24% by 2015 with an aim of achieving 30%

ultimately and restore the wetlands, rangelands and monitor restoration of all ecosystems.

2.1.5 Summary of Progress against NDP Targets

From the available data, progress after one year of the NDP is fair. Sixty percent of the annual targets
set were achieved during FY2010/11, The trajectory towards achieving the objectives in 2014/15 is
uncertain. Based purely on the performance indicators where trend data is available, fifty three
percent appear to be on track to achieve their targets, a further twenty percent may be achieved if
implementation is accelerated, and a further twenty seven percent are unlikely to be achieved at the
current rate of implementation.

In some areas, notably science and technology, governance, security and the environment, there is
insufficient basis for measurement. The lack of targets in the NDP is of concern, with 43% of
indicators not having annual benchmark targets, and 39% not having final NDP achievement level
targets for FY2014/15. This implies that Uganda will not know whether or not the NDP has been
achieved in these key areas.

Sections two and three of this Chapter go into greater detail on the economy during FY2010/11,
foll owed by a section on the details of the NDPO6s fir
strategy and project implementation.
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Table 22.1 Progress against NDP Objectives during FY2010/11 (Part 1)

Increase Per Capita Income 506 614 NO DATA NO 837 NO
household (US Dollars) ASSESSMEN ASSESSMEN
incomes and  Proportion of 285 28 245 245
promoting people living (2009/10)
equity below poverty line
(%)
Enhancing the Percentage of total 71.8 71.6 78.7 78.2
availabilityand labour force (2009/10)
quality of employed
gainful
employment
Enhancing Life Expectancy 50.4 51 NO DATA NO 52.4 NO
Human capital ASSESSMEN ASSESSMEN
development 4o oy 736 752 73 82.2
(2009/10)
HDI (Score and 0.438 (0.526+) 0.482 NO (0.572+) NO
Rank) (2005) ASSESSMEN ASSESSMEN
0.514+
154th/183 152nd/183  112/183 142th/183
(2007/08)
Improving Proportion of 4.0 NO TARGE 16.3 NO 53
stock and Paved roads to the ASSESSMEN
quality of total (national)
economic road network (%)
infrastructure  Proportion of 3.5 NO TARGE™ NO DATA NO 17.8 NO
freight cargo by ASSESSMEN ASSESSMEN
rail (%)
Proportion of 11.0 12% 12% 20 NEEDS
houseéholds WORK
accessing power
from national grid
(%)
Power 69.5 NO TARGE" NO DATA NO 674 NO
consumption per ASSESSMEN ASSESSMEN
capita (Kwh)
Increasing DPT3 pentavalent 85 88 (MoH) 90
access to vaccine (201011)
quality social Proportion of 56 59 (MoH) 56
services qualified workers (2010/11)
HCs without 26 60 (MoH) 43
medicine stock (2010/12)
outs
Deliveries in 34 40 (MoH) 39
Health facilities (2010)
(%)
OPD utilizatiomper 0.8 1.0 1.0
capita
Infant mortality 76 NO TARGE" NO DATA NO 41 NO
rate (per 1000 live ASSESSMEN ASSESSMEN
births)
Contraceptive 24 34 (MoH) 38.2 50
prevalence rate (2010/12)
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Table 22.1 Progress against NDP Objectives dgriRY2010/11 (Part)2

NDP Specific Indicators Base Year NDP Target Actual Status NDP Trend
OBJECTIVES 2008/09 2010/11 2010/11 against Target  towards NDP
2010/11 2014/15 target of
target 2014/15
Increasing Under five mortality 137 NO NO DATA NO 60 NO
access to rate (per 1000 live TARGET ASSESSMEN ASSESSMEN
quality social births)
services Maternal mortality 435 NO NO DATA NO 131 NO
ratio (per 10000 live TARGET ASSESSMEN ASSESSMEN
births)
Net enrolment rate 93.2 93.3 107.9 96.4 ON TRACK
primary (%) (2009)
Net enrolment rate 235 25 23.8 35 NEEDS
secondary (2009) WORK
PupitTeacher Ratio 53:1 49:1 49:1 43:1 NEEDS
(2009) WORK
PupilClassroom 72:1 68:1 70:1 61:1 NEEDS
Ratio (2009) WORK
StudentTeacher 18:1 19:1 19:1 NO POSITIVE
Ratio (2009) TARGET TREND
StudentClassroom 45:1 NO 35 NO NO POSITIVE
Ratio TARGET (2009) ASSESSMEN TARGET TREND
BTVET Enrolment 30,009 215,181 39,250 390,208 = OFF TRACK
(Students)
Rural water coverage 66 65 65.8 77 NEEDS
(%) WORK
Urban water 60 67 67 100 OFF TRACK
coverage (%)
Sanitationcoverage 62 72 68 77 ON TRACK
(%)
Promoting Ratio of national 0.3 NO NO DATA NO 0.6 NO
Science, budget allocated STI TARGET ASSESSMEN ASSESSMEN
Technology, (R&D) and ICT (%)
Innovation (ST1) *Ratio of S&To Arts 15 NO ~ NODATA  NO 13 NO
and ICT 1o Graduates TARGET ASSESSMEN ASSESSMEN
enhance ICT sector share of - NO 5% NO NO NO
competitiveness  pp TARGET ASSESSMEN TARGET ASSESSMEN
Proportion of Schools - NO NO DATA NO NO NO
with Internet TARGET ASSESSMEN TARGET ASSESSMEN
Proportion of urban - NO 36+ NO NO NO
centers with public TARGET (2010/11) ASSESSMEN TARGET ASSESSMEN
internet access
Proportion of 4.2 NO NO DATA NO NO NO
manufactured export TARGET ASSESSMEN TARGET ASSESSMEN
to total exports (%)
Ratio of - NO NO DATA NO NO NO
manufactured export TARGET ASSESSMEN TARGET ASSESSMEN

to GDP
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Table 22.1 Progress against NDP Objectives dyyiRY2010/11 (Part)3

NDP Net enrolment rate Base Year NDP Target Actual Status NDP Trend
OBJECTIVES  primary (%) 2008/09 2010/11 2010/11 against Target  towards NDP
2010/11 2014/15 target of
target 2014/15
Strengthening Level of - NO 100 NO NO NO
good representation and TARGET (2010/11) ASSESSMEN TARGET ASSESSMEN
governance, participation of
defense and marginalized groups
security in development
processes
Level of transparency - NO NO DATA NO NO NO
in public institutions TARGET ASSESSMEN TARGET ASSESSMEN
Level of - NO NO DATA NO NO NO
implementation of TARGET ASSESSMEN TARGET ASSESSMEN
regional and
international
protocols and
standards
Level of R&D - NO NO DATA NO NO NO
developed TARGET ASSESSMEN TARGET ASSESSMEN
Level of core sector - NO NO DATA NO NO NO
capabilities TARGET ASSESSMEN TARGET ASSESSMEN
Level of capacity built - NO NO DATA NO NO NO
for infrastructure TARGET ASSESSMEN TARGET ASSESSMEN
development
Promoting Number of wetlands - NO NO DATA NO NO NO
sustainable gazetted and TARGET ASSESSMEN TARGET ASSESSMEN
population and  restored
use of the Level of forestation - NO NO DATA NO NO NO
environment and reaforestation TARGET ASSESSMEN TARGET ASSESSMEN
and natural Forest cover (%) 50% NO 18% NO NO NEGATIVE
resources (1990) TARGET ASSESSMEN TARGET TREND
Wetland cover 13% NO 10.9% NO NO NEGATIVE
(1994) TARGET ASSESSMEN TARGET TREND
Level of water - NO NO DATA NO NO NO
pollution TARGET ASSESSMEN TARGET ASSESSMEN
Level of industrial - NO NO DATA NO NO NO
pollution TARGET ASSESSMEN TARGET ASSESSMEN
SUMMARY STATISTICS Baseline Target Actual Target
FY08/09 FY10/11 FY10/11 FY14/15
Available data 71% 4% 57% 61%
Unavailable data 2% 53% 43% 39%
100% 100% 100% 100%

Total Indicators

PERCENTAGE OF NDP INDICATORS THAN AREBCK TO BE ACHIER¥EDHE 53%

END OF 2014/15 AT THE CURRENT RATE OF C

PERCENTAGE OF NDP INDICATORSPYAHE ACHIEVEBY THE END OF 2014/ 20%
AT THE CURRENT RATE OF CH.,

*Labour Force Participation Rate (excluding working students)

***Have Latrine/Toilets (Have hand washifagilities).

**In Government and PNFP.
***Number of establishments accessing internet
+ The HDI was recalculated/rebased in 2010, therefore the actual 2009 and the target 2014/15 need to be revised
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2.2 State of the Economy FY2010/11

The Ugandan economy recorded GDP growth of 6.3 percent in 2010/11. Given the population growth
rate of 3.2 percent, GDP per capita grew at 3.1 percent. Despite falling short of the NDP target, this is
reasonable growth performance given increasing food and fuel price inflation that emerged late in the
second half of the financial year, as rich world economies struggled to return to growth. The rate of
GDP growth was an increase from 5.5% registered during the previous financial year (2009/10). This
growth was mainly driven by industry and services with poor growth rates recorded in the agricultural
sector with preponderance of the poor.

Quarterly data from the Uganda Bureau of Statistics (UBOS) shows that GDP at market prices
declined by -1.7% in the January to March 2011 period compared to the growth of 4.7% and 3.0%
between July i September and October i December 2011 respectively. Only the industrial sector
experienced positive growth, as shown in Table 2.2.1 below. The decline in output between January
and March 2011 is explained by the monthly volatility of the shilling and increases in inflationary
pressures particularly for food and fuel that began to adversely impact other sectors of production.

Growth was mainly driven by the Table 2.2.1 Quarter GDP growth Rates FY 2010/11
telecommunications, financial services

and construction sectors. The growth in Quartl Quart2 Quart3
telecommunications was due to the National GDP/Sectors (%) (%) (%)
expansion in mobile telephony; financial GDP at market prices 4.7 3.0 1.7
SECt_O,r growth Was. driven by the GDP at basic prices 4.0 3.0 -1.4
additional commercial banks and i .

expansion in outreach up- country. With Agric. forestry and fishing 3.3 83 01
respect to construction, annual changes Industry 10.8 2.4 2.8
indicate that prices of inputs in the overall Services 3.1 1.8 -4.4
construction sector rose by 10 percent in Source: Uganda Bureau of Statis{id8OS)

2010. The total net domestic
consumption of cement rose by 11.3 percent in 2010.

2.2.1 Inflation Developments

Headline inflation was low (4.2%, year-on-year) and falling at the start of the 2010/11 financial year,
as a result of a fall in food price inflation and transport costs. Core inflation by the end of June 2010
was 4.6 percent due to weak consumer demand and shilling depreciation. However, by December
2010 core inflation began to rise swiftly due to the rising cost of charcoal after heavy rains and high
petrol prices feeding into other prices.

Electricity, fuel and utility inflation continued to increase from the period of February to March 2011 on
the account of rising international oil prices due to supply constraints and production constraints at
Mombasa Refinery. In June 2010 a fall in international energy prices was registered. However, during
the third quarter of the period under review there was an increase in fuel prices and crude oil prices in
2010 due to increased demand coupled with declining spare production capacity within the
Organisation of Petroleum Exporting Countries (OPEC). International crude oil prices rose from US$
75.6 per barrel in July 2010 to US$ 111.2 per barrel in June 2011. This was mainly on account of civil
and political unrest in some oil producing Middle East and North African countries and increased
energy demand in the emerging economies, particularly China and India.
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Food prices have been the most volatile of the three major components of the CPI (see Figure 2.2.1).
Food crops make up 13.5% of the CPI and have been driving changes in the index in 2010/11. There
was a declining trend between June and December 2010 from 3.5 percent to -4.6 percent and prices
actually rose between January to June 2011 from 1.5 percent to 39 percent due to higher transport
costs, increased regional demand and reduced supplies to the market. On average Q1 inflation was
22.1 percent, reducing to 6.6 percent in Q2.

The reduction in food
prices started to reverse
from January 2011 and
food crop inflation
increased to 39% year-
on-year in June 2011.
This was due to the long
dry spell within Uganda
and neighbouring
countries. There was also
increased demand from
Southern Sudan, Congo
and Kenya. Q3 and Q4
2010/11 food crop
inflation was 12.5% and
40.8% respectively.
Similarly, world

Figure2.2.1: Annual Inflation Developmentgsource: UBOS)
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commodity and food prices rose despite lacklustre recovery in global industrial demand during
2010/11. The Food and Agriculture Organization (FAQ) Food Price Index increased to 233.8 points in

Table 2.2.2 Inflation trends in the
region (annual percentage)

June June
Country 2010 2011
Uganda 4.2 15.8
Kenya 3.5 14.5
Tanzania 7.2 10.9

June 2011, up 36 percent from a value of 172.5 in July
2010. From July to September 2010, wheat prices had
surged by 60 to 80 percent in response to drought-fuelled
crop losses in Russia and a subsequent export ban by the
Russian Federation. Rice and maize prices also rose
during the period.

From a regional perspective, headline inflation has
increased throughout East Africa, for similar reasons to

Source: Bank of Uganda (Bou) those in Uganda. From Table 2.2.2, Uganda had the

highest level of headline inflation, as of June 2011.

Figure 22.2. Annual International Commaodity Price Developmer(source: FAO)
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