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ABSTRACT

The study focused on budgetary financing and delivery of services under decentralized governments in Uganda, with Mpigi as a case study and it was based on the following research objectives; to find out the relationship between local revenue and delivery of services in Mpigi District; to find out the relationship between borrowing and delivery of services in Mpigi District; and to analyse the effect of central government transfers and delivery of services in Mpigi District. The study employed a cross sectional research design, adopting both quantitative and qualitative approaches.  In total, a sample of 140 respondents who included district council staff, Local Council members, residents, was chosen to take part in the study. The researcher used both primary and secondary data sources and data was collected by use of questionnaires and interviews. Data analysis was done using descriptive statistics,   Pearson correlation coefficient and regression analysis. The study findings revealed that: there was a significant relationship between local revenue sources; borrowing; central government transfers on the one hand, and delivery of services on the other..  The study therefore concluded that:  the major revenue sources are conditional grants, borrowing, transfers, unconditional grants and loans and that Mpigi District is mainly relying on local revenue sources and government grants to finance its budgets. It was thus recommended that; Mpigi should have strong tax sources that are stable, predictable, high yielding and easy to administer; that Mpigi district administration shouldunpack and demystify the technical contents of budgets and economic performance data, create a general awareness on the poor issues, inform and train stakeholders; the government should consider giving Mpigi and other districts and towns in Uganda considerable autonomy in local priority setting combined with over all targets and minimum standards for infrastructure and social service delivery; the system of central government transfers should be transparent and predictable; and finally, a clear strategy and improvement plan should be developed for the future improvement and maintenance of the services, taking into account the scarce resources available. 

CHAPTER ONE
INTRODUCTION

1.1 Introduction 

The study investigated the relationship between budgetary financing and delivery of services in Mpigi District Local Government. The independent variable of the study was budgetary financing, while the dependent variable was delivery of urban services. This chapter presents the background to the study, statement of the problem, study purpose, research objectives, scope of the study, significance of the study and the conceptual framework.
1.2 Background to the study
In this section, the background to the study is given, with focus on the historical, theoretical, conceptual and contextual perspectives.

1.2.1 Historical Background 
In the last quarter century, over 75 countries have attempted to transfer responsibilities of the state to lower tiers of government. Significantly, most of these lower-tier governments have been elected, so that the decentralization is not just administrative or fiscal, but also political. The motivation for the decentralization has varied (Agaba, 2007). In Eastern Europe and the former Soviet Union, it was part of the political and economic transformation; in Latin America, it was to reinforce the transition to democracy; in South Africa, Sri Lanka and Indonesia, it was a response to ethnic or regional conflict; and in Chile, Uganda and Cote d’Ivoire, it was to improve the delivery of basic services (Shah and Thompson 2004). Even when it is not explicit, improving service delivery is an implicit motivation behind most of these decentralization efforts. 

The reasons are twofold. First, these basic services, such as health, education, water and sanitation, all of which are the responsibility of the state, are systematically failing and especially failing poor people (World Bank 2003). That governments are falling short of their responsibility to ensure adequate health, education, water and sanitation to their people can be seen at various levels. At the macroeconomic level, the main instrument with which governments exercise this responsibility public spending seems to have only a weak relationship with outcomes. Public spending on health has no significant association with reductions in child or infant mortality; and public spending on education has an extremely weak relationship with primary school completion rates (Filmer and Pritchett, 1999a, 1999b; Filmer, Hammer and Pritchett , 2000).

In India microeconomic evidence indicates why government spending does not translate into better outcomes. For one thing, the money does not often reach the frontline service provider. In Uganda, the share of non-salary spending on primary education that actually reached primary schools was 13 percent (Reinikka and Svensson, 2001). For another, the quality of these services is often extremely poor. In Bangladesh, the absenteeism rate for doctors in primary health centers was 74 percent, according to Chaudhary and Hammer, (2003).

The second reason why improving service delivery is behind most decentralization efforts is that these services are consumed locally. Historically, they were also provided locally. Norway’s health system was run by locally-appointed health commissions until the 1930s; schools in Nepal were managed by communities until the 1960s. Yet today the central governments in these two countries (as well as most others) assume responsibility for the delivery of these services. Many governments and their electorates associate the problems of service delivery with the centralization of these services. For instance, the fact that only a fraction of the money that is due for service providers actually reaches them may be attributed to the power of the central government vis-àvis local government, through whom the money gets transferred. Similarly, centralization means that the allocation of resources among these local services may not reflect local preferences.

Faguet, (2001) showed that decentralization in Bolivia led to a better match between local preferences and budgetary allocations. Faguet’s study points to another problem of centralization: some regions might get completely neglected. Prior to decentralization in Bolivia, an overwhelmingly disproportionate amount of public resources were concentrated in the capital city and its surroundings. Finally, central government provision could also lead to greater corruption and misuse of funds, as the service recipients in a local district cannot monitor the bureaucrat or politician in the capital city (Bardhan and Mukherjee, 2000). 

However, despite these problems associated with central delivery of services, the experience with decentralization has been quite mixed (World Bank, 2003; Burki, Perry, and Dillinger, 1999). While success or failure is difficult (and premature) to judge, some common problems associated with decentralization’s impact on service delivery have begun to emerge. The most frequently  cited problem is the lack of capacity at sub-national levels of government to exercise responsibility for public services. In Uganda and Tanzania, the lower tiers of government lacked the ability to manage public finances and maintain proper accounting procedures. Since these were a requirement for transferring money to the lower tiers, they actually received less money than before decentralization. In Uganda, spending on primary health care fell from 33 percent to 16 percent as a result of decentralization (Akin, Hutchinson, and Strump 2001). 

 Mulumba, (2011) observed that in Uganda, the Micro economic crisis of 2011 led to over borrowing, adding that the social impact of the Ugandan economic crisis was clearly a deterioration in service quality, with high poverty rates  jumping from 28% to 37%. Consequently, as a report by World Bank (2003) noted, people who had formal health insurance had their  policies discontinued and medical supplies were also in short supply throughout the public hospital network. In 2002, a third of the provinces experienced closure of schools for a period of 20-80 days out of a 180-day school year.
In Mpigi district local government, the insufficient financing is poorly affecting the delivery of urban services. For example, 50% of the tarmac roads in the district are in a bad state of disrepair; the primary school sub-sector has only 278 out of the required 401 classrooms; the adult literacy rate is 45% for men and 48% for women; over 50% of the population is under-employed; and nearly 80% are living in abject poverty. Besides, there are serious solid waste management problems generated by a dual population. Most of the water sources are also rated as unsafe, while poor nutrition is the norm in most families (Mpigi District Council Report, 2011.

1.2.2 Theoretical background
Various theories have been advanced to explain the concept of budgetary financing which can as well be applied in the delivery of quality service in local governments. The most outstanding one is the legitimacy theory, developed by Prabhu (1998) and Neu et al. (1998), It posits that organizations and companies must consider the rights of the community at large, not merely those of investors. If the corporations do not appear to operate within the bounds of the behavior considered appropriate by the community, then the community will act to remove the organization's right to continue its operations. When an actual and potential disparity exist between the organizations business and social value systems, this will lead to threats to organizational legitimacy in the form of legal, economic, and other sanctions. Neu et al. (1998) also argue that the legitimacy of an organization is constructed and maintained through symbolic action, which forms part of the organization's public image.

 While the symbolic aspects of corporate actions have been central to legitimacy, these textually mediated discourses have more recently been seen to fulfill similar functions. Given the inaccessibility of most corporate activities, the public have come to rely on words and numbers available in annual reports and environment statements as proxies for these activities. Therefore, organizations and companies use information provided in sustainability reports as a communication mode to establish legitimacy and a mode of managing public impressions. If the corporations do not appear to operate within the bounds of the behavior considered appropriate by the community when it comes to budgeting, then the community will act to remove the organization's right to continue its budgetary operations. 

Today, institutions in Uganda draw budgets as a practice for proper running of the organization. As organizations draw budgets, the question of how and who is to finance comes becomes a major factor.  When an actual and planned disparity exists between the budgets, this will have a serious impact on service delivered.  Most deviations between actual and planned expenditure will make the community query the organization’s performance as far as delivery of services is concerned.  In most cases allocation of the unconditional grant presents few possibilities for financing local government activities because it is formula-based and rarely covers more than operational expenditures. Imbalance in budgets and financing of budgets may affect the quality of services delivered.   Local government spending of the equalization grant is dependent on the eligibility of the expenditure. Once the grants are insufficient services may not be delivered as expected. Local governments rely mainly on grants and locally generated revenue to finance their budgets but in case of discrepancies, the services supposed to be delivered may not be delivered to the residents. In conclusion, legitimacy of an organization is constructed and maintained through symbolic actions like budgetary financing, which forms part of the way forward to perfect delivery of urban services.

1.2.3 Conceptual background

Different definitions of budgetary financing can be found in the research literature. The Oxford English Learners Dictionary defines budgeting financing as budgetary practices characterized by its approaches, functions, formation, and type. Lwanga (2009) defines budgetary financing as a matter of allocating resources in terms of opportunity cost where allocating resources to one consumer takes resources away from another consumer. For purposes of this study Budgetary financing refers to (1) local revenue collection, (2) borrowing and (3) central government transfers. Schaeffer, 2000 defines delivery of services in terms of (a) the quality of the service delivered and (b) the overall satisfaction of the service users. For purposes of this study delivery of services will refer to coverage ratio, quality of services delivered, acceptable quality infrastructure, reliable services, time accomplishment of tasks, coverage ratio, speedy delivery of services, accountability, efficient utilization of resources, image improvement and satisfaction of service users.

1.2.4 Contextual Background

Mpigi District local government where the study was carried out is bordered by Wakiso District to the north and east, Kalangala District to the south, Kalungu District to the southwest, Butambala District to the west and Mityana District to the northwest. The town of Mpigi, where the district headquarters are located, lies approximately 37 kilometres (23 mi), by road, west of Kampala, Uganda's capital and largest city. It has been strongly argued that the decentralized provision of the urban services increases effectiveness of the services because local governments are better positioned than the central governments to match the preferences of the residents to those of the district (Onyaach, 2004; Local Government Act, 1997; and the Constitution of Uganda). Mpigi District Council is facing a lot of challenges. For example, 50% of the tarmac roads in Mpigi District Council are in bad state of disrepair; the primary school sub-sector has only 278 out of the required 401 classrooms. The adult literacy rate in Mpigi is 45% for men and 48% for women. Over 50% of the population is under-employed and nearly 80% are living in abject poverty. The District   health facilities are grossly understaffed while the population suffers from persistent and endemic health problems arising from overcrowding and poor sanitation. Other challenges include serious solid waste management problems generated, increasing population, unsafe water and poor nutrition (Mpigi District Council Report, 2011). The District Council’s reputation has waned since 1972 when Idi Amin expelled the Asian industrialists and entrepreneurs. Since then the town has continued to experience deterioration due to shrinkage of the local economy. The failure by District Council to deliver quality urban services is attributed to the budgeting system of the District Council. In the last five years there have been inadequate sources of finance, unbalanced finance budgets and poor visioning and District Council planning (Mpigi District Council Report, 2011)

Mpigi’s situation requires serious attention and has motivated the researcher to study the district’s budgetary financing practices as part of the underlying causes of the ineffective urban services in order to recommend appropriate interventions. 

1.3 Statement of the Problem 

For the past five years (2006 to 2011) Mpigi district emphasis has been put on increasing the revenue sources with the aim of sufficiently funding its budgets so as to improve service delivery. In line with the provisions of the Local Government Act Cap 243, Mpigi District Local government has tried to widen the local revenue sources so as to sufficiently deliver urban services. This has been through numerous efforts such as borrowing funds, and requesting for more grants from the governments, among others. Despite such efforts, year in year out the Mpigi has had deficit budgets; for example the locally generated revenues since 2006 have always been projected to yield a meager twenty per cent of the total budget (Mpigi District Budgetary report, 2011); this has rendered the budgetary planning process unsuccessful, which has directly affected the process of delivery of urban services. This is evident from the fact that the adult literacy rate in Mpigi is 45% for men and 48% for women. Over 50% of the population is under-employed and nearly 80% are living in abject poverty. The District Council’s health facilities are grossly understaffed while the population suffers from persistent and endemic health problems arising from overcrowding and poor sanitation.  The quality of infrastructure remains poor, the services are unreliable and accountability still remains a key concern in the district. This study therefore investigated whether the poor state of service delivery could be attributed to challenges associated with budgetary financing, so as to generate recommendations that could help to improve service delivery in Mpigi district local government.

 (Mpigi District Budgetary report 2011). It is debatable whether budgetary financing has delivered the required results. Therefore this research investigated the relationship between budgetary financing and delivery of services in Mpigi District Local Government.

1.4.  Purpose of the Study 
The study aimed at investigating the relationship between the budgetary financing and delivery of services in Mpigi District Council. 

1. 5. Objectives 
The specific objectives of the study were to: 

1. Identify’ the relationship between local revenue collection and delivery of services in Mpigi District Local Government
2. Establish the relationship between borrowing and delivery of services in Mpigi District Local Government
3. Determine the relationship between central government transfers and delivery urban services in Mpigi District Local government  
1.6   Research Questions 
The study sought to answer the following questions;

1. What is the relationship between local revenue collection and delivery of services in Mpigi District Local government? 

2. What is the relationship between borrowing and delivery of services in Mpigi District Local government? 

3. What is the relationship between central government transfers and delivery urban services Mpigi District Local government?
 1.7.  Research hypotheses 
The study tested three research hypotheses which were; 
1. There is a significant relationship between local revenue collection and delivery of services 
2. There is a significant relationship between borrowing and delivery of services 
3. There is a significant relationship between central government transfers and delivery of services 
1.8. Scope of the Study 


The study investigated the relationship between budgetary financing and delivery of services in Mpigi District Local government. The independent variable of the study is Budget financing and the dependent is delivery of services.   

The study was based in Mpigi District local government council.  Mpigi District is bordered by Wakiso District to the north and east, Kalangala District to the south, Kalungu District to the southwest, Butambala District to the west and Mityana District to the northwest. The town of Mpigi, where the district headquarters are located, lies approximately 37 kilometres (23 mi), by road, west of Kampala, Uganda's capital and largest city. The coordinates of the district are: 00 14N, 32 20E. 

The research covered the period 2009-2012. The researcher considers the period adequate for the review of the implemented plans and budgets and for the assessment of the effectiveness of the infrastructure and social services delivered. This period was chosen because it was a period when there was a serious outcry by the districts over insufficient funding from the central government.
1.9. Significance of the Study 

It is hoped that the research will assist Mpigi District Council and other local governments use the findings to improve on their budgeting systems. 
Findings of this research may facilitate planners and policy makers in both local and central government to assess the effectiveness of current policies and guidelines that govern the urban service delivery and recommend any necessary improvements. 
It also is hoped that the research will create awareness among the District residents and other stakeholders to effectively participate in planning and budgeting for the urban services they need.

1. 10. Conceptual framework
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Figure 1: Conceptual Framework illustrating the relationship between budgeting financing and delivery of services
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 Figure 1: Conceptual framework
Source: Adopted from Taylor R (2001) Budgets and Budgetary planning in developing countries pp.56-58 (improved by the researcher)    

The independent variable of the study is budgetary financing and the dependent variable is delivery of urban services. Budgetary financing refers to local revenue collection, borrowing and central government transfers. Local revenue collection refers to property rates, bus/tax rates, market dues and licensing. Borrowing refers to getting loans from the public, companies, financial institutions and individuals. Central government transfers refer to conditional grants, unconditional grants and special grants. The dependent variable is delivery of services which refers to acceptable quality infrastructure, reliable services, time accomplishment of tasks, coverage ratio, speedy delivery of services, accountability, efficient utilization of resources, image improvement, and satisfaction of service users. The extraneous variables are Revenue collection and budgetary planning

CHAPTER TWO
LITERATURE REVIEW

2.1
Introduction 

This chapter is presented following the variables used in the study and comprises a critical review of related literature. The chapter looks at related literature in line with the study variables which were; local revenue collection, borrowing and central government transfer (independent variables) and delivery of services (dependent variables). 

2.2 Theoretical Review

Prabhu and Neu, (1998) advanced the legitimacy theory, which posits that organizations and companies must consider the rights of the community at large, not merely those of investors. If the corporations do not appear to operate within the bounds of the behavior considered appropriate by the community, then the community will act to remove the organization's right to continue its operations. When an actual and potential disparity exists between the organizations business and social value systems, this will lead to threats to organizational legitimacy in the form of legal, economic, and other sanctions. Neu et al., (1998) also argue that the legitimacy of an organization is constructed and maintained through symbolic action, which forms part of the organization's public image.

While the symbolic aspects of corporate actions have been central to legitimacy, these textually mediated discourses have more recently been seen to fulfill similar functions. Given the inaccessibility of most corporate activities, the public have come to rely on words and numbers available in annual reports and environment statements as proxies for these activities. Therefore, organizations and companies use information provided in sustainability reports as a communication mode to establish legitimacy and a mode of managing public impressions. If the corporations do not appear to operate within the bounds of the behavior considered appropriate by the community when it comes to budgeting, then the community will act to remove the organization's right to continue its budgetary operations. 

Today, institutions in Uganda draw budgets as a practice for proper running of the organization. As organizations draw budgets the question of how and who is to finance comes becomes a major factor.  When an actual and planned disparity exists between the budgets, this will have a serious impact on service delivered.  Most deviations between actual and planned expenditure will make the community query the organizations performance as far as delivery of services is concerned.  In most cases allocation of the unconditional grant presents few possibilities for financing local government activities because it is formula-based and rarely covers more than operational expenditures. Imbalance in budgets and financing of budgets may affect the quality of services delivered.   Local government spending of the equalization grant is dependent on the eligibility of the expenditure. Once the grants are insufficient services may not be delivered as expected. Local governments rely mainly on grants and locally generated revenue to finance their budgets but in case of discrepancies, the services supposed to be delivered may not be delivered to the residents. In conclusion, legitimacy of an organization is constructed and maintained through symbolic actions like budgetary financing, which forms part of the way forward to perfect delivery of urban services.

2.3 Relationship between budgetary financing and delivery of services
This section is presented according to the study objectives (local revenue collection, borrowing and central government transfers)

 2.3.1 Local revenue collection and delivery of services
Revenue is an inflow of resources that the Government demands, earns, or receives by donation. Revenue comes from two sources: exchange transactions and non-exchange transactions. Exchange revenues arise when a Government entity provides goods and services to the public or to another Government entity for a price. Another term for "exchange revenue" is "earned revenue." Non-exchange revenues arise primarily from exercise of the Government's power to demand payments from the public (for example, taxes, duties, fines, and penalties) but also include donations. The term "revenue" does not encompass all financing sources of Government reporting entities, such as most of the appropriations they receive. These other sources of financing do, however, provide resource inflows to Government reporting entities, so this Statement includes accounting standards for them.

Decentralization has been undertaken because of dissatisfaction with the efficiency of delivery of services (World Bank, 2000; Dillinger, 2009; Silverman, 2002). It has also been argued, as in the fiscal federation literature, that devolution of budgetary responsibilities can improve a locative efficiency by bringing greater heterogeneous preferences for public goods. Heterogeneous preferences may be more likely to be revealed, as well as addressed by officials that are  closer and more accountable to constitutes than remotely located officials (Oates, 2002; Musgrave, 2003)However, allowing for different mixes of public services across jurisdictions decentralized budgeting can achieve an efficient allocation of resources either by forcing local governments to compete for constituents who will choose their preferred mix of public services by “voting with their feet” and moving to jurisdiction offering services more in line with their preferences or by allowing to vote out of office politicians whose policies are not in accord with their preferences for public services (Tiebout, 2006; Stigler, 2007, Oates, 2002; Musgrave, 2003).

A budget expresses the expectations of a company presented in economic terms for the future time period (Samuelson 2003 p.31). The budget of a decentralized organization is, according to several authors, a product of negotiations (Schiff and Lewin, 2010, Samuelson, 2009 p.93, Ostman 2009 p.22). Some authors even go as far as to say that because the budget process is type of negotiation it legitimates the budgeting objectives (Edlund et al, 1988). The budget process is, according to several authors, more often a process of negotiation in the public sector than in the private sector (Johansson and Ostman, 2000)

According to Article 191 of the Ugandan Constitution of 1995 local governments shall have power to levy, charge, collect and appropriate fees and taxes in accordance with any law enacted by Parliament by virtue of article 152 of Constitution. (2) The fees and taxes to be levied, charged, collected appropriated under clause (1) of this article shall consist of rents, rates, royalties, stamp duties, personal graduated tax, access, on registration and licensing and any other fees and taxes that Parliament may prescribe. (3) No appropriation of funds by a local government shall be made unless approved in a budget by its council. (4) Parliament shall by law make provision for appeals in relation to taxes to which this article applies. Article 192 - Collection of taxes by local governments: Parliament shall by law provide- (a) for the taxes that may be collected by a local government for or on behalf of the Government for pay into the Consolidated Fund; (b) for a local government to retain for the purposes of its functions and services, a specified proportion of revenues collected for or on behalf of Government from the district. 
The greatest challenge facing the Local governments in the delivery of effective urban services is the availability of predictable sources of finance. Planning and budgeting without adequate finance does not guarantee effective delivery of services. There is consensus that the nature and source of financing is the basic requirement for efficient and effective delivery of services (Kiyaga_Nsubuga, 2002; Stern and Halfani, 2001; Steffensen and Troilegaard, 2000; Bird., 1999). The broad sources of finance for funding the municipally budgets can be categorized as: a) own sources of finance, b) transfers from the central government, c) donor sources and d) other alternative sources of financing. 
Many writers have argued that emphasis should be placed on local/own revenue sources because it ensures accountability and effective delivery of services and enhances local government legitimacy in its dealing with the central government (Frozzard, 2001 World Bank, 2000, Singh and Ta’i, 2000; Bird, 1999, Bahl and Linn, 2002). These arguments are premised on the classic tax assignment arguments which look at a good tax as those: a) that are easy to administer locally; b) that are imposed mainly on local residents; and c) that do not raise problems of ‘harmonization’ or competition between local governments or between local and central governments. 
The only major revenue source usually seen, as passing these stringent tests is the property tax, the market dues, local business licenses and others specified in the Fifth Schedule of the Local Government Act, 1997? Since this conclusion fits in well with the reluctance of most central governments to provide local government’s access to more lucrative sales or income taxes, it is not surprising that it has become conventional wisdom. Local governments almost everywhere are thus urged to make more use of property taxes, and criticize when they do not do so enthusiastically.
 It should however be noted that local sources such as property taxes, graduated taxes; market dues etc. are often the most unpredictable revenue sources due to a number of reasons. They are poorly administered and there is lack of political commitment to collect the revenue from these sources. The basic information database such as property roll, taxpayers’ registers, rates etc are inadequate. The full potential of raising own local revenue is therefore not fully realized.
Onyach-Olaa (2004) sadly established that in Uganda, LG own revenue sources presently constitute less than 10% of the total local government funding. Even the little that is collected is fragmented in some unique sharing arrangements: In the rural areas revenue is collected by the sub-county, which retained 65% and transfers 35% to the district for service delivery. Out of the 65% retained by the sub-county, 5% is to be remitted to the county council, and 5% is meant to be distributed to the parishes, and 25% distributed to the village councils. There are no clear service delivery responsibilities for the lower councils to justify the fragmentation of these funds. However the researcher notes that Onyacha does not mention the local revenue sources and how the revenue is collected which will the central focus of the researchers’ research.
Devolution of budgetary responsibilities in China India and much of Latin American has required greater budgetary funding by local revenue collections so as to improve local service delivery (Griffin, 1999; World Bank, 1997, Alvarez, 1990). In Africa it has permitted greater budgetary financing through local revenue collection to health sector planning and management and other sectors although the local revenue collection at the end remains insufficient to fund all the district activities (Blas and Limbambula, 2000; World Bank, 1997; Maganu, 1999, Ndiaye, 1999). However the researcher notes that in-spite of the wide coverage of decentralized budgetary programs and extensive theoretical support; decentralized budgeting does not automatically ensure improvements in service delivery.
Several authors have argued that decentralized systems, particularly those   without well functioning democratic systems or mechanisms for budgetary financing through local revenue collection, could decrease welfare if they are associated with a high degree of corruption or “leakage” of resources. Devolution of budgetary responsibilities may therefore be associated with an increasing susceptibility by local elites, whose decisions may reflect the preferences of their own sub-group rather than those of the members of the locality as a whole (Prud’homme, 1998; Collins and Green, 2004; Bardhan and Mookherjee; 1998 and 2000; world bank 1997).

Similarly, some authors (Tanzi, 2006; Dillinger, 2009) have noted that even when local decision-makers are well-meaning, they may lack the technical competence to make appropriate decisions, thereby reducing the supply and effectiveness of local government services.

It is hoped that, small governments may behave too much like individuals, with residents not revealing their preferences for public goods. The implication of this argument is that if supply decisions regarding the provision of national or regional public goods are devolved to lower level jurisdiction that is, if the benefits and costs are not completely internalized within a jurisdiction then these benefits are unlikely to realize. Local jurisdiction may be unwilling or unable to coordinate with other good provisions; choosing instead to allocate resources to private type activities for which constituents are more likely to reveal their preferences.

According to Kulumba, (2007) the Local Government Finance Commission has focused on three areas of improvement in order to enhance Local revenues. These are; improving co-ordination amongst central institutions; facilitating policy debate to inform the LGFC and MoLG on policy and legal improvements; and enhancing the capacities of Local governments to raise more Local revenues by encouraging them to implement best practices.  To facilitate the implementation of these revenue enhancement objectives, the LGFC established a Local Revenue Enhancement Co-coordinating Committee (LRECC) in April 2002. The main tasks of the LRECC are to co-ordinate and support the development of conducive decisions and policies regarding Local revenue and to enhance the capacities of Local government to effectively and efficiently generate and manage sustainable Local revenues.  One of the first areas that the LRECC was involved in was in approving the implementation framework for revenue enhancement and revenue sharing compiled by the LGFC.  The committee also steered the compilation of an inventory of best practices in Local revenue mobilization and generation. The work on best practices began with eight regional workshops conducted by the LGFC/LRECC in January/February in which participants discussed various best practices and constraints affecting Local revenue mobilisation. To build on the results of the regional workshops, a more in-depth examination and compilation of the inventory of best practices were undertaken by Aclaim Africa Ltd. The consultant presented a final report and draft guidelines at the end of August and are being disseminated to Local governments.
However the researcher notes and emphasizes the need to improve the collection and make property taxation more efficient and effective in his research. The researcher also notes that in Uganda an essential factor of decentralization is that it should deliver better public services. The local government Act 1997 places responsibility for delivery of most public services with the local governments who are supposed to have part of their budget funded by local revenue collection. They should ensure that their delivery is more responsive to local needs and through this limited resources can be used in the most efficient and effective manner.
Saito (2000 p.11) is less convinced, concluding that “one crucial issue of decentralization is that there have not yet been much real improvements of budgetary coordination”. Yet he does acknowledge that this may result from perception gap as service workers see some improvements whereas service users do not see any improvements. However, Obwoma et al (2000 p. 208) reaches a firm conclusion that “financial and institutional constraints have adversely affected the ability of the sub national governments to adequately coordinate budget of sufficient quality and quantity. The scraping of graduated tax in 2005 has left local governments in Uganda with little sources of revenue. In a report for ODI, Foster and Mujumbi commented that, “the early experience of decentralization was not a happy one”. It gives examples of step decline in spending on primary health care following decentralization in 2007. In 2006, a study showed that funds intended for schools and health facilities were used for administrative costs; health facility staffs were rarely present and drugs and supplies were diverted for personal gains. Such experience led the government to introduce conditional grants to local authorities; these grants severely limited their discretion as to how the grant could be spent.

According to Byarugaba (2007) distinguishing exchange revenue from non-exchange revenue and other financing sources enables the local government to report the net cost of operations of its programs (and the cost of the entity to the taxpayer) and provides the accounting foundation to report unit cost of output measures for performance evaluations. Requiring that exchange revenue be matched with the cost of outputs of goods and services sold to the public enables the entity to report the cost to the taxpayer of not charging the full cost of those goods and services. Once the revenue collected is sufficient then most likely the urban services will be delivered. Non exchange revenues include income taxes, excise taxes, duties, fines, penalties, and other inflows of resources arising from the Government's power to demand payments, as well as voluntary donations. Non exchange revenue is recognized when a reporting entity establishes a specifically identifiable, legally enforceable claim to cash or other assets. It is recognized to the extent that the collection is probable (i.e., more likely than not) and the amount is measurable (i.e. reasonably estimable). The researcher notes that not always when the revenue collected is high the services delivered like good roads, health and education infrastructure will be high.

 2.3.2 Borrowing and delivery of services
According to Rutaro, (2007) the main sources of financing for the Government as a whole are exchange and non exchange revenues and borrowing from the public. For component reporting entities, however, the sources of financing are provided through the budget and are largely financing sources other than revenue. Appropriations and other budget authority provide an agency with the authority to incur obligations to acquire goods and services or to provide benefits and grants. These other financing sources are not earned by the local government's operations. Therefore, as with non exchange revenue, they should be accounted for in a way that does not obscure the entity's net cost. However the authors do not disclose the sources of local government borrowing and the provisions under the law that support that means of funding which will be the central focus of his research.

In Ugandan Local governments, when services are rendered continuously over time or the right to use an asset extends continuously over time, such as the use of borrowed money or the rental of space in a building, the revenue should be recognized in proportion to the passage of time or the use of the asset. The interest received on money borrowed in an intra-governmental transaction is exchange revenue when the source of the borrowed funds is predominantly exchange revenue and is non exchange revenue when the source of the borrowed funds is predominantly non exchange revenue or other financing sources, Lumumba (2009).

Article 195 - Loans and Grants: Subject to the provisions of this Constitution and with the approval of the Government, a local government may, for the carrying out of its functions and services, borrow money or accept and use any grant or assistance as Parliament shall prescribe. Urban authorities shall have autonomy over their financial and planning matters in relation to the district councils as Parliament may, by law provide. 
With 48% of the national budget being funded by the donors there are indications of a lack of fiscal discipline and that Uganda’s external borrowing has become unsustainable (Sendaula, 2004). The implication of this pattern is the need to establish institutional arrangements that restrain upward bias and accountability mechanism to enforce them. This is the basis for the so-called balanced budget (LGA, 1997). However, the balanced budget rule is not only deficient from an economic point of view; but also, it has little relevance for the attainment of economy and efficiency in government. It should not be assumed that maximum efficiency has necessarily been achieved when the budget is balanced. 

According to Okello, (2007) the record of budgetary borrowing in a decentralized basis through local councils has not been good from the limited evidence available. With tight borrowing of budgets achievement as far as   improving services such as education, water supply and health can be achieved largely thoroughly central government direction rather than on the initiative of local governments. Local councils may have the aspirations of service improvements but generally lack the support in terms of funds and staff to achieve the prospects of improved service delivery although recent research amongst a small sample of urban authorities does show determination to borrowing local government budgets.

It has been strongly argued that the desired objectives of budgets under a decentralized system are: efficient allocation of resources via responsive and accountable governments; and equitable provision of services to the citizens in different jurisdictions and promotion of economic growth (see for example (Frozzard, 2001; Martinez-Vazquez and Boex; 2001: Bird, 2009; McMaster, 2002; BahI and Linn, 2002). These arguments are only plausible if setting the budget objectives help address four crucial questions: a) is there clear identification and ranking of goals; b) can progress towards goals be objectively assessed: c) is there a target service Level (i.e. how activities contribute to goals). Some times when the district has no money and alternative sources borrowing can be an alternative. Commercial institutions are alternative sources of financing local council budgets so as to deliver services to the people 
The researcher notes that very often there are no explicit goals or objectives embodied in policy decision to spend public money. And even when the objectives are set, they are so hazily stated that the good performance and the bad performance are difficult to judge (Jones and Pendlebury, 1996; Rot. L ‘.)84). 
2.3.3 Central Government Transfers and delivery of services
Cities and municipalities are creatures of statute and therefore all the powers they have are delegate by the central government (Mika, 2001). This includes the sources from which they can raise finances. There is common ground that the structure of intergovernmental fiscal relations often does not provide adequate financial resources or incentives for improving urban infrastructure and social services (See for example Mika, 2001: Steffensen and Trollegaard, 2000; Bird, 1999). The central government transfer system has three components: the unconditional transfers, the conditional transfers, and the equalization grants. Over 90% of the LG finances are generated through central transfers (Onyach Olaa, 2004). This casts a huge cloud on the sustainability of most LGs. 

According to Ochieng (2008) one of the aims of decentralization is to enhance the efficiency of resource allocation for the achievement of development goals in line with local priorities. This can be done by increasing the discretionary powers of local governments to allocate resources and ensuring that local needs and priorities feed back into the national budget. Local governments in Uganda enjoy 10% flexibility of non salary conditional grant allocations to recurrent sector budgets and sector budget lines. During the 2007 budget preparation process in Uganda, the same budget format was used by all districts, which allowed comparisons and analysis of budget figures at a relatively early stage in the budget process. Consolidated figures of local government allocations of conditional grants were used to analyze the extent to which expenditure priorities set at the district level corresponded to those at the national level.  The analysis suggests that local governments give higher priority to natural resources, community development and agricultural extension compared to the recommended distribution.
The discrepancy between priorities at national and local levels indicates a divergence between the top-down decision-making process governed through sector ceilings in the MTEF and the bottom processes guided by local communities and governments. In order to reduce this discrepancy, it is important that local priorities identified through the local government budget process feed back into the budget process at national level through consultations, SWG meetings and Plan for Modernization of Agriculture (PMA) deliberations. 

The researcher notes that the national, sectoral and local governments BFPs are crucial for public expenditure planning and resource allocation. The BFPs provide specific information on prioritization of central and local government institutions, which can be used to determine the institutions’ relevance to NAP and monitor compliance with expenditure requirements. Unlike strategies and policies, the BFPs are aligned with public expenditure frameworks and available resources, although the figures are not always consistent with the narrative.

Article 193 of the 1995 Uganda Constitution - Grants to local government: The President shall for each financial year, in accordance with this Constitution, cause to be presented to Parliament proposals as to the moneys to be paid out of the Consolidated Fund as- (a) unconditional grant in accordance with clause (2) of this article; (b) conditional grant in accordance with clause (3) of this article; (c) equalization grant in accordance with clause (4) of this article. (2) Unconditional grant is the minimum grant that shall be paid to local governments to run decentralised services and shall be calculated in the manner specified in the Seventh Schedule to this Constitution. (3) Conditional grant shall consist of moneys given to local governments to finance programmes agreed upon between the Government and the local governments; and shall be expended only for the purposes for which it was made and in accordance with the conditions agreed upon. (4) Equalisation grant is the money to be paid to local governments for giving subsidies or making special provisions for the least developed districts; and shall be based on the degree to which a local government unit is lagging behind the national I average standard for a particular service. (5) District councils shall be obliged to indicate how conditional and equalisation grants obtained from the Government are to be passed onto the lower levels of local government. (6) The proposals made under clause (1) of this article shall be made at the same time as the estimates of revenue and expenditure under article 155 of this Constitution and shall state the sums of moneys that are to be paid to each local government. (7) The proposals made under this article shall form part of the Appropriation Act as provided for in article 156 of this Constitution. 


Unconditional grants: These are minimum grants that are paid to LOs to run the decentralized services, especially to meet the recurrent costs such as wages, salaries and general operating costs. Conditional Grants: These are monies that are given to the LOs to finance the programmes agreed upon between the central government and the local governments. The major source for financing infrastructure service delivery has been the sector conditional grants. Onyach Olaa observes that from FY1997/8 to fY2002/3 conditional grants to LOs in Uganda have increased by 185% (from Ushs.241 billion to Ushs.688 billion). Equalization grants are monies transferred to least developed LGs as subsidies or special provisions, (Bwire,2008). 
Central government transfers are objects of inaccurate budget estimates, arbitrary budget cuts, and non-timely fund disbursements. These create substantial budget unpredictability that destabilize the smooth running of the municipalities’ finances and make budgeting a nightmare. Meyers (1996) strongly criticized the conditional grants (earmarked funds), off-budget funding and unpredictability of central government transfers as major weaknesses in public sector budgeting. He argues that conditional grants undermine the effectiveness of the budgets and service delivery .The reason he gives is that users of conditional grants have little or no incentive to economize or achieve value for money. Interestingly, MoLG (2003) acknowledges that in Uganda the conditional grants guidelines and policies by-pass LG structures. The local governments have very little involvement in the planning of the services delivered (such as roads, health care, primary education etc). 
There is no local discretion to change allocation between or within sectors according to local priorities. Off-budget funding (such as the defence budget in Uganda) on the other hand diminishes the comprehensiveness, transparency, and hence credibility of the budget. Furthermore, there is a withdrawal of government from urban financing as a direct consequence of falling public revenues and more so because the urban sector has not always been able to assert its place among the leading priorities (Fravacque-Vitkovic’ and Godin, 1998). However it is therefore disappointing to observe that the private citizen has always shouldered the greater cost of the urban services. There is thus a great need for the municipalities to seek alternative sources of finance through the private sector and capital markets. Sustainability of the municipalities is in doubt if they continue to rely on central government transfers. Alternative sources such as private Sector participation and capital market sources should be explored. 
2.4 Summary of the reviewed literature
The above authors all emphasize the fact that it local revenue collection is one of the basic ways of financing budgets at local government level.  LGs need long term, fixed-rate, local currency financing at reasonable cost for a number of local infrastructure projects. It is clear that the central government is not able to adequately meet the LG financing needs due to fiscal constraints. While some of these needs can be met by development partners and development finance institutions such as the World Bank and the African Development Bank, these organizations also have limited resources. A more adequate and sustainable source of financing for local infrastructure projects is local capital markets. Attaining access to these markets will take time and several barriers need to be overcome for this to be possible.

CHAPTER THREE

METHODOLOGY

3.1 Introduction
This chapter presents the approaches and techniques the researcher used to collect data and investigate the research problem. The arrangement of the chapter is as follows: research design, study population, sample size, data collection methods, data collection instruments, data quality control, data analysis and measurement of variables.

3.2 Research design

A cross sectional correlation survey design was used to conduct the study. According to Ezeani (2002), a correlational research design is the best because it is simple and easy to use.  The correlational study measures the relationship between the study variables. The mixed approach was applied in sample selection, and data collection. Amin (2003) supports the use of a mixed approach because multiple methods help to research a problem from all sides; usage of different approaches also helps to focus on a single process and confirms the data accuracy. Qualitative research enables us to explore new areas, deal with value laden-questions, build theories, and to do in-depth examination of phenomena. Quantitative research allows the researcher to measure and analyze data. It also makes the research findings more objective, Amin (2003).   
3.3 Study population
The study considered a population of 165 subjects, who included; 15 District councilors, 50 District council employees and 100 residents. The researcher believed that this category of people was knowledgeable enough about his area of study and was able to avail him with the necessary data about the study. According to Ezeani, (2002) the study population should be able to provide the researcher with the necessary data.
3.4 Sample size 
From the population of 165 subjects, a  sample size of 140 was drawn. The sample size of 140 was sufficient and was supported by Krejcie, Morgan, in their work (1970 pp. 605-607), where they assert that for a total population of 165, the appropriate a sample size of 140 or more is sufficient. Furthermore, Krejcie, and Morgan, (Ibid) assert that it is preferable to treat each sub-group as a population and then use the table to determine the recommended sample size for each sub-group.   
 Table 1: Distribution of population and sample size
	Category 
	Population 
	Sample size 
	Sampling technique

	District Council staff
	50
	45
	Purposive

	Council councilors
	15
	15
	Purposive

	Residents staying around the District headquarters
	100
	80
	Simple random sampling

	TOTAL 
	165
	140
	


Source: Mpigi District Council Report (2011) & Krejcie & Morgan (1970) tables
3.4.1 Sampling procedures and techniques
The researcher used probability (simple random sampling) and non probability (purposive sampling) methods because of the nature of the study, which required getting specific information from the respondents. Simple random sampling was applied when sampling the residents and district council staff. Best and Khan (2003) explain that this type of technique ensures that all the elements in the population have equal chances of being selected. This was done to eliminate bias and offer generalizability in study, (Sekaran, 2003)  

 Purposive sampling was used in the selection of district councillors. Mugenda and Mugenda (1999) observed that purposive sampling focuses on particular characteristics of a population that are of interest, which best enables the researcher to answer her research questions.  Those people who are unsuitable for the sampling study or who do not fit the bill are always eliminated, so only the most suitable candidates remain.
3.5   Data Collection Methods
Both primary and secondary data were obtained. Primary data was got from interviews and questionnaire. Secondary data was obtained through the use of historical analysis of already existing literature on budgetary financing and delivery of urban services. The research mostly relied on primary data. Primary data helps the researchers directly interact with the source of information and get the data that is original and not analyzed to suit specific premises, Amin (2003).Secondary data was obtained from journals, books and previous research done on budgetary financing in newsletters, guidelines from the Ministry of Local Governments (MoLG), Local Government Act/Finance regulations and other documentation considered useful for research were used. According to Sekeran (2003) secondary data is considerably cheaper and faster than doing original studies. It is very flexible and the best to use where a  network of data archives in which survey data files are collected and distributed is readily available.
 3.6      Data Collection Instruments 
 Various data collection instruments were used in this study and these included      questionnaire, interview guide, observation checklist and documentary analysis guide.
3.6.1   Questionnaire 
 Self-administered questionnaires was used to gather data from the Mpigi district councilors, district employees and residents. The questionnaires consisted of close -ended questions. According to Mugenda& Mugenda, (1999) the questionnaire is considered the most convenient way of collecting data from respondents because it is easy to administer and obtain data within a short time from a large number of respondents.
 3.6.2   Interview guide
Both structured and unstructured interviews were conducted with the district councilors, district employees and residents. The unstructured interviews were used to bring out some preliminary issues to the surface so that variables that needed further in-depth investigation could be identified, (Sekaran, 2003). Interviews were used because they have the advantage of ensuring probing for more information, clarification and capturing facial expression of the Interviewees, (Amin 2005). In addition, they gave an opportunity to the researcher to revisit some of the issues that had been an over-sight in other instruments and yet they were deemed vital for the study. 

3.6.3 Observation Checklist:

For this study an observation checklist was formulated and it guided the researcher on observing data on availability of infrastructural facilities and other important services that have been put up by the district in the past years.  Amin (2005) defines observation as a method of data collection that employs vision as its main means of data collection.  The researcher used observation to closely examine what is happening in the district as far as delivery of services is concerned.  Particularly observation was used in trying to analyze the availability of infrastructural facilities in the district; hence it yielded first hand information which was more valid. Amin (2005) asserts that observation provides additional unexpected information which may be encountered during observation sessions.  Wilkinson and Bhandarkar (1992) also contend that observation is used to gather supplementary materials that help in the interpretation of findings obtained by other techniques. To control the observed results of events, the researcher ensured he kept on-the-spot notes to complement an observation schedule so that any additional or unusual events can be noted. The researcher practiced in using a schedule before the ‘real’ observation; this helped the observer to iron out uncertainties on how to use it or how to log unexpected or ambiguous information. Observers also ensured that he makes similar decisions about similar events on different occasions. The observer also made the same decisions about the same events when he saw or heard them again; say on video or audio tape.
3.6.4. Documentary analysis guide:

A documentary analysis guide was used to analyze the various documents that were crucial to this study, which included documents from the district council, such as past budget reports and how they have been financed. The researcher also used documents from the Ministry of Local Government department. To verify the data collected from documents, the researcher picked sites/documents that match his substantive and theoretical interests. Refer also to reliability and validity in 3.6.1 and 3.7.2. 
  3.7 Data Quality Control

 3.7.1 Validity of the instruments
For qualitative data, during data collection exercise, the researcher ensured that the data recorded from interviews reflected the actual facts, responses, observations and events. The researcher also took multiple measurements, observations or samples and also checked the truth of the record with an expert/ lecturer to verify response consistency and customize questions so that only appropriate questions are asked, confirmed responses against previous answers where appropriate and detected inadmissible responses. He also used standardized methods and protocols for capturing observations, alongside recording forms with clear instructions. And lastly he did a pretest of the instrument in a time lapse of 4 weeks to establish consistence in responses. According to Amin (2005), test-retest reliability can be used to measure the extent to which the instrument can produce consistent scores when the same group of individuals is repeatedly measured under the same conditions. The results from the pretest were used to modify the items in the instruments. Lastly the content validity index was used and results that were 0.7 and above were considered valid. The results of the validity tests are shown in Table 2 
  Table 2 Content validity index test results

	Variables

 
	Cronbach’s Alpha Coefficient
	No of items

	Local revenue collection

	0.755
	5

	Borrowing
	0.811
	5

	Central government transfers
	0.734
	5

	Delivery of urban services
	0.771
	5


                             Source: Primary Data (2013) 

The content validity index results were as follows: Local government collection was 0.755, borrowing 0.811, central government transfers 0.734 and delivery of services 0.771. The results were considered valid because they were above the standard figure of 0.7
3.7.2 Reliability of the instruments

For qualitative data, reliability of the instruments was ensured through discussing with colleagues, pilot respondents and participants about the instruments intended to measure and asking them whether the instruments designed was likely to capture the required data. This was done by performing Cronbach’s Alpha Coefficient tests. Upon performing the test the results that were 0.7 and above were considered reliable. The results of the Cronbach’s Alpha Coefficient tests are provided below.
Cronbach's formula for testing the reliability of the instruments [image: image1.png]
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 Table 3 Cronbach’s Alpha Coefficient test results

	Variables

	Cronbach’s Alpha Coefficient
	No of Items

	Local revenue collection

	0.8122
	5

	Borrowing
	0.800
	5

	Central government transfers
	0.799
	5

	Delivery of services
	0.766
	5


 Source: Primary Data (2013) 

Based on Cronbach’s Alpha Coefficient, the questionnaire items which were used to measure the study variables were reliable. All scales had a reliability coefficient greater than 0.7. In the case of psychometric tests, must fall within the range of 0.7 above for the test to be reliable (Nunnally 1978, page 245-246).

Local revenue collection: This was measured using an instrument developed by Milani (1975). The instrument has a 5-point Likert-scale. A respondent’s overall score for this variable was the average of the score for the items in the instrument. A reliability check of the instrument for the study revealed a Cronbach’s alpha of 0.8122, which showed that the measure is reliable.

Borrowing: This was measured using a questionnaire designed from a combination of items modified from Mahoney, Jerdee and Carroll (1963). The instrument designed had a scale ranging SD=Strongly Disagree, D=Disagree, NS=Not sure, A=Agree, SA=Strong Agree. The instrument had a 5-point Likert-scale. And a reliable coefficient of 0.800 was obtained when the test was carried out
Central government transfers: This was measured using an instrument developed by Milani (1975). The instrument has a 5-point Likert-scale. A respondent’s overall score for this variable was the average of the score for the items in the instrument. A reliability check of the instrument for the study revealed a Cronbach’s alpha of 0.799, which showed that the measure was reliable.

Delivery of services: This was measured using an instrument developed by Milani (1975). The instrument has a 5-point Likert-scale. A respondent’s overall score for this variable was the average of the score for the items in the instrument. A reliability check of the instrument for the study revealed a Cronbach’s alpha of 0.766, which showed that the measure was reliable.
 3.8 Data analysis

3.8.1 
Quantitative data
After data had been collected, it was processed and analyzed. There was an establishment of categories then the application of these categories to raw data through coding, tabulation and then drawing statistical inferences. The data was condensed into a few manageable groups and tables for further analysis. Data was coded; statistical package for social scientists (SPSS) helped to summarize the coded data and facilitated quick interpretation. Qualitative data was presented against study objectives and analyzed using explanations and drawing examples from the field work per variable. Using the quantitative data, the researcher was able to process descriptive statistics, correlations and regressions. According to Sekaran (2005), a correlation study is most appropriate to conduct the study in the natural environment of an organization with minimum interference by the researcher and no manipulation. 
3. 8.2 Qualitative data: 
Qualitative data was analyzed using content analysis procedure to ensure consistency in the information and to draw patterns and themes.

 3. 9       Measurement of Variables 
The relationship between the study variables (local revenue collection, borrowing, central government transfers) and (the delivery of services) was measured on a five point Likert type scale (1- strongly disagree, 2-Disagree, 3-Not sure, 4- Agree and 5-Strongly agree. The choice of this measurement is that each point on the scale carries a numerical score which is used to measure the respondents’ attitude and it is the most frequent used summated scale in the study of social attitude. According to Mugenda (1999) and Amin (2005), the Likert scale is able to measure perception, attitudes, values and behaviors of individuals towards a given phenomenon

CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1
 Introduction
This Chapter gives the description of the background variables, data analysis, presentation and interpretation of the findings in line with the study objectives and research questions.
4.2
 Description of respondents’ background 
This Section gives a description of the background of respondents in the following arrangement; response rate, category (position) of respondents, gender, age, level of education, and working experience.  
4. 3 Response rate

Table 4 shows the response rate for the various categories of respondents involved in the study
Table 4: Response rate

	Response rate 
	Frequency 
	Percentage

	Number of questionnaires distributed
	144
	100

	Number of questionnaires returned
	140
	97.2



Overall, a total of 140 questionnaires were distributed and out of these, a total of 138 dully complete questionnaires were returned, constituting a response rate of 99%.
4. 4 : Background characteristics of the respondents

4.4.1. Respondents by category
The distribution of respondents according to their job categories is summarized in Table 5;
Table 5: Distribution of respondents according to job category

	Category 
	Frequency 
	Percentage

	District Council staff
	35
	25

	District Council councilors
	05
	5

	Residents
	100
	70

	TOTAL 
	140
	100


     Source: field data (2012)            

The number of residents was high just like any other place in Uganda totaling to 100 which is 70% compared to Local Council councilors 05 (5%). The researcher also selected a high number of residents owing to the fact that they are the actual recipients of the services and therefore, their views would be an accurate reflection of the quality of services delivered. Local councilors were few because their offices are elective and a fixed number is provided for as enshrined in the Local Government Act cap 1997.
4. 4.2. : Respondents by gender

The researcher sought to establish the gender distribution of the study respondents, in order to find out whether it had any effect on the service delivery. Results are summarized in Table 6. 
Table 6: Distribution of respondents according to gender
	Gender
	Frequency
	Percent

	Female
	53
	38

	 Male
	87
	62

	 Total
	140
	100.0


Source: Primary data

Majority of respondents 62% were males compared to 38% females. This could have been as a result of having a bigger number of males in the country who are more educated as compared to females. This implied that the male are well vast with matters of budgetary financing than the female in Mpigi District. It also serves to show that the male respondents adequately responded to the questions on budgetary financing.  
4.4.3: Respondents by age
The researcher further investigated to find out the age distribution of the respondents who participated in the study. This was to establish whether age as a factor had an effect on the delivery of services in Mpigi district local government. Results are presented in  Table 7.
Table 7: Distribution of respondents according to age

	Age bracket
	Frequency
	Percent

	22 - 30 years
	32
	23

	 31- 40 years
	79
	55

	 41 - 52 years
	12
	08

	 Above 53-60 years
	17
	                                  14

	Total
	140
	100.0


Source: Primary data
The majority of respondents were between the age of 31-40 (55%), followed by 22-30 (23%). Since the majority were in the ages of 22-40, this is the productive age group that can help the economy grow and highly contributes to the GDP compared to the age group of 53 and above which has a few years to retire and not as active as the age group of 31-40 and would therefore be more active in ensuring effective delivery of services. This shows that the respondents who belong to the mature age (53years and above) exhibited a high degree of knowledge about budgetary financing which could be attributed to the long working experience attained.  

4.4.4. Respondents by their level of education
Respondents who participated in the study by their level of education are summarized in Table 8.
Table 8: Distribution of respondents according to their highest level of education
	Level of education 
	Frequency
	Percent

	 Masters
	08
	05

	 Degree
	24
	17

	 Diploma
	04
	03

	Certificate
	17
	12

	 Others (Specify)
	87
	62

	 Total
	140
	100.0


Source: Primary data(2013)
The majority of respondents were school drop outs 87 (62%) who had at least failed to complete a particular level of education and had either been educated upto primary, secondary, advanced level or with no formal education at all, but they help no certificate of advanced professional training. This indicates that resources are still insufficient to enable many attend school and successfully complete a given level of education and that delivery of education as one of the services in Mpigi district local government is still wanting.

 For employees of Mpigi district local government, the majority were first degree holders because today most institutions at least recruit workers who have attained at least a first degree since they possess more trainability skills than persons without degrees. In relation to budgetary financing, many respondents working at the district were degree holders (17%) which implied that the respondents had the knowledge to read, understand and interpret the questions on the questionnaire well, an indication that the results of the study were highly valid. 
4.4.5  Respondents according to their job experience

Respondents who participated in the study according to job experience are summarized in Table 9;
Table 9: Distribution of respondents according to their job experience

	Job experience
	Frequency
	Percent

	Less than 1 year
	07
	5

	 1 – 4 years
	39
	28

	 5 - 10 years
	56
	40

	 11 - 16 years
	10
	07

	 Over 16 years
	28
	20

	 Total
	140
	100.0


Source: Primary data (2013)
According to Table 9 above, there is a low turnover of staff in  Mpigi district local government, a trend that is similar to many other local governments. The table indicates that most of the workers had worked with the local government for over 5 years. This is attributed to the job security in government employment, which compels some employees to stay longer. Most workers do not want to leave because feel more secure working with the local government than private employers. Having many experienced people indicated that the experienced people were very knowledgeable about budgetary financing adequately respond to the questions asked.
4.5  Research question one: What is the relationship between local revenue collection and delivery of services in Mpigi District Council
This Section gives a description of research question one. In order to address the question, the researcher used a variety of items on the questionnaire as per Section B of the Instrument (Appendix I).  The questionnaire items required each respondent to do self-rating on local revenue collection and the delivery of urban services. Responses were based on Likert scale ranging from one which represented strongly disagree to five which reflected strongly agree, although these were thereafter categorized into agree and disagree sections. The resulting summary statistics are in Table 10;
Table 10 : Summary statistics on respondents’ self rating on the Local revenue collection
	
	Strongly disagree
	Disagree
	Not sure
	Agree
	Strongly agree

	Budgets are drawn basing on the revenue collected
	56(40%)
	43(30%)
	
	40(29%)
	23(16%)

	I take into account revenue from operations in the District
	60(48%)
	41 (30%)
	
	15 (11%)
	18 (12%)

	At the end of the financial year, we have performance gaps
	43 (30.7%)
	43(30.7%)
	
	31(23%)
	23(16%)

	Always the expected local revenue budgeted by the organization is not too ambitious, it can be achieved
	56(40%)
	10(7%)
	
	40(24%)
	48(30%)

	The local revenue collected is used in service delivery to the locals
	25(18%)
	25(18%)
	
	70(50%)
	20(14%)

	The District expenditure on local revenue collection is greater than the income
	43(30.7%)
	43(30.7%)
	
	31(23%)
	20(16%)

	The district has a variety of local revenue sources
	56 (40%)
	10 (7%)
	
	40 (23%)
	48(30%)

	The revenue got from local collections finances a small portion of the District budget
	25 (18%)
	25(18%)
	
	70(50%)
	20(14%)


Source: Primary data
The majority of respondents 40% strongly disagreed, 30% disagreed, 29% agreed and 16% strongly agreed with the question that stated Budgets are drawn basing on the revenue collected.
A key informant said; 

To date Local Governments have actually had little power to allocate funds in line with their local needs and priorities, as the vast majority of funds transferred to Local Governments have been as conditional grants, with fixed amounts for specified purposes. Therefore we draw the budgets basing on the expectations that the government will release funds to us since we have limited local revenue sources. Imagine the graduated tax which was fetching us the greatest amount of revenue was scrapped. Since then we have been stuck and purely we depend on central government transfers.
This implied that Local Governments actually has little power to allocate funds outside government priorities. This meant that even with good plans in place for the local governments, such as Mpigi district local government, with the limited local revenue sources, worsened by the inability to allocate the funds in line with their local needs and priorities, delivery of services in the district would still remain a challenge.
The above response was confirmed by the district councilor and contradicted by the district employer who disputed the fact that local revenue sources are no longer fetching the district money, adding that they still had  some taxes which the relied upon, despite the scrapping of graduated tax.

A district councilor said during interviews that

 Resource constraints due to limited revenue generation and competition between sectors mean that only some of a sector’s policies and strategies receive due attention. SIPs are planning instruments aimed in part at avoiding ‘wish-lists’ of actions and projects, moving instead towards prioritization within each sector in order to remain within budget limits.
The views from the councilor emphasised that much as there were great efforts and plans to improve service delivery in the district, resource constraints amidst competition between the sectors that needed attention meant that in some areas, service delivery had to be compromised.
In addition, about 11% of the respondents strongly disagreed, 12% disagreed, 30% agreed and 48% strongly agreed with the question that stated the district takes into account revenue from operations in the District. 
A district employee in connection to the above question said;
Planning and budgeting must be carried out within expected revenues over the medium term, as this helps Local Government priorities programmes and ensure that what is actually planned and budgeted for can be realistically achieved and afforded. This is done through the preparation of the Local Government Budgetary Framework Paper. 

This implied that knowing the expected revenue is very important in the case of budgeting.  The above response was corroborated by the response of the district councilor and confirmed by the response of one of the residents.

The majority of respondents 30.7% strongly disagreed, 30.7% disagreed, 23% agreed and 16% strongly agreed with the question that stated at the end of the financial year, they have performance gaps.
In line with the same, a district council councilor shared during interviews;
Previous financial year’s revenue performance against revenue budget estimates and revenue projections for the next three years are always put into consideration and as a result we try to minimize performance gaps

This means that the district leadership is aware of the challenges related to service delivery and they have taken some steps in order to ensure effective service delivery, despite the prevaikling challenges.
In a related view, another key informant said;
Sector performance in previous financial years (expenditure and service delivery) measured against set performance targets and this is aimed at avoiding performance gaps. 

This implied that the council avoids getting performance gaps, further emphasizing that there are great efforts taken in order to address the challenge of service delivery.
Furthermore, a district council employee said that

The Local Government Budget Framework Paper, if properly prepared and used, provide councilors with the information required to make decisions that link-up inputs and activities with intended results or outcomes of minimizing performance gaps.

When the researcher went on ground to verify the above response a district councilor said that there are performance gaps but we do our best to minimize them. This response was confirmed by the district employee who had a similar response

The majority of respondents 40% strongly disagreed, 7% disagreed,  23% agreed and 30% strongly agreed with the question that stated always the expected local revenue budgeted by the organization is not too ambitious, it can be achieved
Basing on the survey 30 respondents strongly agreed that the expected local revenue budgeted is not ambitious. 
A bout 18% strongly disagreed, 18% disagreed, 50% agreed and 14% strongly agreed with the question that stated the local revenue collected is used in service delivery to the locals.
A key informant in relation to the above question said;
Local Governments generate and spend money in order to achieve objectives. By clearly stating the objectives of expenditure, and setting measurable targets, this enables local governments to deliver services and choose programmes and investments, which are better targeted towards local needs and priorities.
However, much as there were such positive steps taken to avert the service delivery dilemma, the glaring challenge of limited revenue resources stood as a great constraint to effective service delivery in the local government.
Furthermore a councilor noted;
By linking the achievement of service delivery and investment performance targets to specific expenditures in the budget, Local Governments can assess the efficiency of their expenditure choices, identify problems and establish how funds can be better spent.
 This implied that budgeting is aimed at planning how resources got will be distributed and spent. This view was corroborated by the response of a key informant and confirmed by the District councilor in the earlier comment.
The majority of respondents 40% strongly disagreed, 7% disagreed, 23% agreed and 30% strongly agreed with the question that stated that the district has a variety of local revenue sources.

In line with the above quantitative results, one  key informant shared thus;
Yes we have a variety of revenue sources but little revenue is collected out of them. Remember we have two budgets to finance at district council level. The Local Government Budget is made up of a recurrent budget, and a capital development budget. The recurrent budget refers to the financial plan for the running of the day-to-day routine programmes within a government, such as health services, and education in primary schools. The capital development budget is the budget for investment activities, which tend to be one off, such as the building of schools and health centers, and the training of teachers and nurses. However the revenue we get is not enough to finance the two budgets so we have to rely on central government transfers.
This implied that the local councils mainly rely on central government transfers. The above response was confirmed by the district councilor who said that the available revenue sources are rather limited, but there are efforts to  budget within the limited sources available. 
In the financial 2009/2010 local revenue collections were higher than any other source of revenue (2,191.0). It can be noted that revenue performance has stagnated at an annual average of shillings 3billion over the four year period. The size of the revenue is small and inadequate for the expenditure responsibilities entrusted to the District Council compared with Kampala Capital City Authority, which generates US $ 65M annually.

Table 11: Medium Term Performance of the Mpigi District Council Major Sources of Revenue

	Revenue Sources
	2007/08 Outturn
	2008/09 Outturn
	2009/10 Outturn
	2010/11 Outturn
	4 Year Average
	% of Total
	2010/11 Budget

	Property Rates
	251.0
	208.0
	308.8
	538.1
	326.5
	22%
	698.4

	Market dues/fees
	214.0
	235.0
	223.4
	245.6
	229.5
	15%
	267.4

	Licence/ Permits
	128.0
	112.0
	122.4
	148.4
	127.7
	8%
	220

	Bus/Taxi park
	343.0
	466.0
	448.2
	447.4
	433.9
	29%
	549.9


Source: Mpigi District Council Report (2011)
According to the table 11 above, property rates were the highest revenue source with 538.1 and Bus/Taxi Park followed with 447.4. Revenue from Property rates has been on an increasing trend since the financial year 2007/2008. Furthermore, an official in the District council asserted during the interview in regard to revenue collection that;
We could raise higher levels of revenue but there is lack of political support because the councilors fear facing their electorate. The politicians compromise the revenue collection efforts through a lot of interference.
Table 12: Summary statistics on respondents’ self rating on delivery of services 
	
	Strongly disagree
	Disagree
	Agree
	Strongly agree

	Managers and staff receive the training they need to do their job properly
	11(7%)
	56(40%)
	418(12%)
	55(39%)

	It takes  long  to get the needed medical services
	16(13%)
	21 (43%)
	51 (18%)
	32(27%)

	 Drugs are provided when I visit hospital
	48 (34%)
	43(30%)
	24(18%)
	26(19%)

	There are problems in the provision of health services 
	31(22%)
	25(18%)
	42(30%)
	42(30%)

	The garbage skips are located far away   from the people’s homes.
	45(32%)
	57(41%)
	19(14%)
	19(14%)

	I am satisfied with the Mpigi District Council water supply 
	31(26%)
	69(58%)
	10(8%)
	10(8%)

	The garbage skip is emptied weekly or as soon as it is full. 
	45 (38%)
	16 (13%)
	39 (35%)
	20(14%)

	I have noticed an improvement in the quality of water supplied 
	34 (24%)
	54(39%)
	25(18%)
	27(20%)


Source: Primary data
Results in Table 12 show that about 07% of the respondents strongly disagreed, 40% disagreed, 12% agreed and 39% strongly agreed with the question that stated managers and staff receive the training they need to do their job properly.
In line with the quantitative finding, one key informant shared;
I wish the trainings were always thoroughly planned, they would not be any problem and personally I would not be complaining.  Sometimes our trainings lack focus; we do them for the sake. This is really a big disease in the company. The HR department should redesign the strategy so that the trainings are done to achieve a common objective. 
This meant that although trainings are administered, they still don’t achieve the objective designated. The above response was corroborated by the CAO and in contrast councilor said that there is no problem with training except that the resources limit us.
A bout 13.3% strongly disagreed, 42.5% disagreed, 17.5% agreed and 26.6 % strongly agreed with the question that stated that it takes long to get the needed medical services. This could be attributed to the limited staffing in most of the district health facilities.
Based on the survey, the majority of the respondents agreed that it takes long to get medical services. This response was corroborated by the District councilor who confirmed that most of the government hospitals lack drugs.

The majority of respondents 32% strongly disagreed, 30% disagreed, 18% agreed and 18.5 % strongly agreed with the question that stated that drugs are provided when they visit hospital. 
A district councilor said;
Hospitals across the district are running out of key drugs used in surgeries and to treat some diseases, including cancer, causing doctors to turn to older treatments. In some cases, hospitals are paying higher prices to get their patients necessary care because wholesalers are hoarding medicines. Part of the shortage is being caused by manufacturing issues and quality-control problems as companies respond to the federal government's crackdown on drug safety.

The observation from the key informant highlighted the fact that the district still lags behind in the provision of the much needed health services, a factor that is largely attributed to financing challenges, since they cannot afford some of the drugs. 
However, the above response was contrasted by a district employee who said

That after all they are private clinics if they feel like they aren’t ready to be served in the government hospital the choice is to cross to the private clinics where the services are a bit better as they think

In line with the item on whether there are any problems in the provision of health services, majority (60%) of the respondents indicated that indeed there were numerous problems associated with the delivery of health services in the district.  
Basing on the survey questionnaire, about 22% strongly disagreed, 17.5% disagreed, 30% agreed and 30 % strongly agreed with the question that stated that the garbage skips are located far away   from the people’s homes, an indication that there are some steps taken to ensure there is adequate sanitation in the district, though there were still a significant number of those who showed that there were still some gaps in the provision of hygiene facilities.

However, concerning the supply of clean and safe water, more than 80% indicated dissatisfaction with the service, implying that there were still many challenges associated with water supply, which could, if not addressed, come along with other health challenges related to consumption of unhygienic water. 
The views from one key informant further confirmed the statistic discussed above, noting that; 

Mpigi District still has problems with its water supply, we have heard problems with the water supply for years now. Not everyone in the district has access to clean water. The majority go to boreholes and wells to collect water
In the same breath, a District councilor said;
Water is an integral part of our daily lives and not just for drinking: when we wake up, we might take a shower, or sip coffee or tea; during the day we quench our thirst with all types of beverages. Often, water quality is not sufficient for human consumption; moreover, it is not equally distributed: some regions have a dire lack of water, whereas others have too much.
The absence of safe and clean water shows a serious gap in service delivery that surely needs to be addressed in Mpigi district local government. 
This response was corroborated by that of the District council councilor and confirmed by a resident. Additionally, the Chief Administrative Officer (CAO) noted thus;
 
Access to piped water into the household averages about 20% for the poor in Mpigi, compared to 35% for the poor in Kampala. We are doing what we can to see that everybody can have access to clean water within Mpigi District.

This further showed the serious shortfall in the provision of safe water, where only a few have access to safe and clean water. 
Basing on the survey questionnaire, about  37.5% strongly disagreed, 13.3% disagreed, 16.6% agreed and 16.6% strongly agreed with the question that stated that the garbage skip is emptied weekly or as soon as it is full.
A bout 24% strongly disagreed, 39 % disagreed, 18% agreed and 20 % strongly agreed with the question that stated that they noticed an improvement in the quality of water supplied.
Table 13: Assessment of overall effectiveness of Urban infrastructure and social services delivered by Mpigi District Council
	Urban services
	Staff/councillors 
	Residents

	
	Quality status
	Satisfaction with Service
	Quality status
	Satisfaction with service

	
	Improved
	Deteriorated
	Satifisfied
	Disatified
	Improved
	Deteriorated
	Satisfied
	Dissatisfied

	Garbage collection and disposal
	30

(75%)
	7

(17%)
	22

(55%)
	26

(65%)
	76

(76)
	12

(12%)
	67

(67%)
	76

(76%)

	Health services
	24

(60%)
	16

(40%)
	33

(82%)
	24

(60%)


	87

(87%)
	54

(54%)
	43

(43%)
	31

(31%)

	Street lighting
	22

(55%)
	26

(65%)
	10

(40%)
	15

(37%)
	53

(53%)
	54

(54%)
	32

(32%)
	31

(31%)

	Roads
	30

(75%)
	7

(17%)
	22

(55%)
	26

(65%)
	76

(76)
	12

(12%)
	67

(67%)
	76

(76%)

	Water supply
	24

(60%)
	16

(40%)
	33

(82%)
	24

(60%)


	87

(87%)
	54

(54%)
	43

(43%)
	31

(31%)


Source: Primary data (2013)
Table 13 presents responses that were gathered from the residents, staff and councilors. The staff and councilors are responsible for the provision of these services. They are also users of the same services. Their views are important in the assessment of service effectiveness.

Except for the water services, staff and councilors reported a very high rate of improvement and satisfaction in all the services compared with the views of the residents. This is because water is the only service that is provided by a different organization (the NWSC) not directly under the control of Mpigi District Council. 
Considering the general result, 57 out of the 120 of the respondents interviewed believed that there have been improvements in quality of the garbage collection and disposal services. 47 out of the 100 of the residents acknowledged that the quality of the roads have improved, while 3 of the Local Council councilors indicated that the quality of health services have improved in the past four years. Taking all the responses got from residents, staff and councilors into consideration, the findings signified substantial improvements in the quality of all the five services.
The capacity of Mpigi District to deliver services (street lighting) was summarised by an official who commented that: 

The District Council currently has 1,000 street lamps spaced at 100metres, each. Because of the irregular UEDCL Power supply the automatic switchover gears are dysfunctional. Four staff members are deployed to manually switch on and off. This implies that the lamps are sometimes left running during the day thus increasing the energy bills to the District Council
Verification of Hypothesis one:
Local revenue collection has a positive relationship with delivery of services
To verify this hypothesis, correlation was done where by all responses for each variable;  local revenue collection and Delivery of services were aggregated into a single index (LRC)  and (DS)  respectively and then Pearson’s correlation Co-efficient (r) technique was used to assess the nature and magnitude of the relationship;
Using Pearson’s correlation Co-efficient (r)

Table 14 gives Pearson’s correlation Coefficient for the two variables which include; the local revenue collection and delivery of services
Table 14:  Pearson’s Correlation Co-efficient between local revenue collection and delivery of services
	
	 
	Delivery of local government services

	Local revenue collection
	Pearson Correlation
	.666(**)

	 
	Sig. (2-tailed)
	.000

	 
	N
	140


** Correlation is significant at the 0.01 level (2-tailed).


Table 14 shows that, Pearson’s Correlation Coefficient for local revenue collection and delivery of services was r = 0.666**, with probability value (p = 0.000) that is less than α = 0.01 level of significance showing a strong relationship between local revenue collection and delivery of services at the one percent level of significance.  This means that with an increase in local revenue collection, there would be an improvement in local government service delivery. Therefore, delivery of services is significantly influenced by local revenue collection. The alternate hypothesis earlier postulated is therefore accepted.
Regression Analysis

Further analysis using regression analysis technique was made to check the level of contribution of local revenue collection on delivery of services results are shown in the table 4.13 below
Table 15:  Regression analyzing the relationship between the local revenue 
collection and delivery of services
Table 15: Model Summary
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	
	.444(a)
	.384
	.379
	.02004


a. Predictors: Constant), Local revenue collection
The R value is 0.444, which represents the simple correlation and, therefore, indicates a moderate degree of correlation. The R2 value indicates how much of the dependent variable, delivery of services can be explained by the independent variable local revenue collection. In this case, 0.384 can be explained, which is very large. The standard error of the estimate is .62604 and the adjusted R square value is 0.379. Local revenue collection predicts delivery of services; it implies that delivery of services is dependent on local revenue collection by 38.4%.
Table 16: Analysis of variance table for local revenue collection and delivery of services             
	Model
	Sum of squares
	Df
	Mean square
	F
	Sig.

	Regression
	30.141
	3
	10.047
	23.333
	.000a

	Residual
	33.818
	105
	.393
	
	

	Total
	56.959
	111
	
	
	


Predictors: (Constant), local revenue collection

Dependent Variable:  

The ANOVA table  predicts the outcome variable significantly well. This indicates the statistical significance of the regression model that was applied. Here, P < 0.0005 which is less than 0.05 and indicates that, overall, the model applied is significantly good enough in predicting the outcome variable. F-value of 25.537 is greater than the critical F-value of 6.90 at the 0.01 level of significance. Local revenue collection therefore predicts delivery of services in Mpigi District local government. Therefore this implied that there is a positive and statistically significant relationship between local revenue collection and delivery of services. 
4.6. Research question two: What is the relationship between borrowing and delivery of services

This research question was conceptualized using nine questions which required each respondent to do self-rating on borrowing  and the delivery of services. Responses were based on Likert scale ranging from one (1) which represented strongly disagree to five which reflected strongly agree, although these were thereafter categorized into agree and disagree sections. The resulting summary statistics are in Table 17;
Table 17: Summary statistics on respondents’ self-rating on the borrowing and delivery of services
	
	Strongly Disagree
	Disagree
	Agree
	Strongly agree

	The district borrows money when planned revenue falls short of actual revenue
	51(36%)
	34(24%)
	54(39%)
	01(0.7%)

	The local government mainly borrows from commercial institutions to finance services in the District
	66(47%)
	17(12%)
	17(12%)
	50(36%)

	The district has a small debt
	27(20%)
	27(205)
	43(30%)
	43(30%)

	Basically the district has not relied on debt financing to finance the District works
	56(40%)
	31(23%)
	10(14%)
	33(21%)

	The District only borrows funds in extreme situations
	49(41%)
	19(16%)
	41(34%)
	11(9%)

	The District tries to offset its debts every financial year
	66(47%)
	17(12%)
	17(12%)
	50(36%)

	The District tries to offset its debts every financial year
	27(20%)
	27(20%)
	43(30%)
	43(30%)

	The money borrowed is used to finance the ongoing projects in the district
	56(40%)
	31(23%)
	10(14%)
	33(21%)

	The District has found debt financing as the best option to meet the immediate demands of the district
	49)41%)
	19(16%)
	41(34%)
	11(9%)


When the respondents were asked whether, the district borrows money when planned revenue falls short of actual revenue 36% strongly disagreed, 24.4% disagreed, 38.5% agreed and 7.1% strongly agreed with the question.  
A key informant said that

Local government Act affects local limits government from borrowing by prohibiting any future borrowing and requiring a tax cut when certain borrowing is fully repaid. Current borrowing will be unaffected, but future projects, programs, and services that would have otherwise been financed through borrowing will have to be eliminated or paid for by increasing fees or using money currently budgeted for and mainly money from local revenue collections and central government transfers”. This implied that deviations are catered for if they arise
When the respondents were asked whether, the local government mainly borrows from commercial institutions to finance services in the District 47% strongly disagreed, 12% disagreed, 12% agreed and 36 % strongly agreed with the question. 

A district council councilor said

Like any other commercial institution we have no option but to borrow the money in the banks.

Banks are the immediate institutions that we can run to by the way 
This implied that deficit financing is part and parcel of local governments.
A district employee said

The government has no option apart from leaving us to borrow because restrictions on us will require that the state and local governments raise fees, reduce construction, or reduce programs and services in order to be liquid. Additionally, the measure affects cash flow management for the local government.
This implied that the local government borrows in extreme situations.
When the respondents were asked whether, the district has a small debt 19.5% strongly disagreed, 19.5% disagreed, 30% agreed and 30 % strongly agreed with the question. However, from the point of view of the chief administrative officer, it was noted that in comparison with other districts, Mpigi district has a relatively small debt. This implied that Mpigi tries to depend on central government transfers and local revenue than borrowing else where

 .



When the respondents were asked whether the district relies on debt financing to finance the District works 40% strongly disagreed, 23% disagreed, 14% agreed and 21 % strongly agreed with the question. 

When the respondents were asked whether the District tries to offset its debts every financial year 47% strongly disagreed, 12% disagreed, 12% agreed and 36 % strongly agreed with the question. 

A respondent in connection to the above statement said that Mpigi district tries to see to it that it pays its debts when they have been incurred. 

This implied that Mpigi is committed to offsetting its debts.
The above response was corroborated by that of the CAO and confirmed by the district employees.
When the respondents were asked whether the District only borrows funds in extreme situations 40.8% strongly disagreed, 15.8% disagreed, 34.1% agreed and 9.1 % strongly agreed with the question. In line with the same view, the CAO said that in case of emergencies, the district can borrow funds and this is mainly in extreme situations. 
When the respondents were asked whether the money borrowed is used to finance the ongoing projects in the district 40% strongly disagreed, 23% disagreed, 14% agreed and 21 % strongly agreed with the question. 

In support of the quantitative results, one key informant said;
The central government transfer is what we rely on for financing our projects. Unless if they is a donation but in most cases we wait for funding from the government
This result implied that whatever is borrowed is used to finance ongoing projects and needs.

When the respondents were asked the District has found debt financing as the best option to meet the immediate demands of the district 40.8% strongly disagreed, 15.8% disagreed, 34.1% agreed and 9.1 % strongly agreed with the question. 

Verification of Hypothesis two:

The relationship between borrowing and delivery of services
To verify this hypothesis, correlation analysis was done where by all responses for each variable; borrowing and delivery of services were aggregated into a single index and then Pearson’s correlation Co-efficient (r) technique was used to assess the nature and magnitude of the relationship; using Pearson’s correlation Co-efficient (r)
Table 18 gives Pearson’s correlation Coefficient for the two variables which include; borrowing and delivery of services

	
	 
	Delivery of local government services

	Borrowing 
	Pearson Correlation
	.633(**)

	 
	Sig. (2-tailed)
	.000

	 
	N
	174


Table 18 shows 


that Pearson’s Correlation Coefficient for borrowing and delivery of services was r = 0.633**, with probability value (p = 0.000) that is less than α = 0.01 level of significance showing a strong relationship between borrowing and delivery of services at the one percent level of significance.  Therefore, delivery of services is significantly influenced by borrowing.
Regression Analysis

Further analysis using regression analysis technique was made to check the level of contribution of borrowing to delivery of services and results are shown in the Table 19 below
Table 19:  Regression analyzing the relationship between the borrowing, and delivery of services
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	
	.511(a)
	.414
	.222
	.62604


b. Predictors: Constant), borrowing

Table 19 provides the R and R2 value. The R value is 0.511, which represents the simple correlation and, therefore, indicates a moderate degree of correlation. The R2 value indicates how much of the dependent variable, delivery of services can be explained by the independent variable borrowing. In this case, 0.414% can be explained, which is very large. The standard error of the estimate is 626.04 and the adjusted R square value is 0.414. Borrowing predicts delivery of services; it implies that delivery of services is dependent on borrowing by 41.4%.

Table 20: Analysis of variance (ANOVA) table for borrowing and service delivery

	Model
	Sum of squares
	Df
	Mean square
	F
	Sig.

	Regression
	30.141
	3
	10.047
	31.223
	.000a

	Residual
	31.121
	119
	.393
	
	

	Total
	76.959
	120
	
	
	


Predictors: (Constant), borrowing
Dependent Variable:  service delivery
Results in Table 20 show that the regression model predicts the outcome variable significantly well. This indicates the statistical significance of the regression model that was applied. Here, P < 0.0005 which is less than 0.05 and indicates that, overall, the model applied is significantly good enough in predicting the outcome variable. F-value of 31.223 is greater than the critical F-value of 6.90 at the 0.01 level of significance. Borrowing therefore predicts delivery of services. Therefore this implied that there is a positive significant relationship between borrowing and delivery of urban services.  This also implied that the alternative hypothesis is accepted. It means that there is a relationship between borrowing and delivery of services. 
4.7. Research question three: what is the relationship between central government transfer and delivery of services? 

This research question was conceptualized using eight questionnaire items which required each respondent to do self-rating on central government transfers and delivery of urban services.  Responses were based on Likert scale ranging from one which represented strongly disagree to seven which reflected strongly agree, although these were thereafter categorized into agree and disagree sections. The resulting summary statistics are in Table 21;
Table 21: Summary statistics on respondents’ self-rating on central government transfers
	
	
	
	
	

	Most of the money the District uses to deliver services comes from central government transfers
	41(29%)
	36(26%)
	18(13%)
	45(33%)

	The central government transfers are timely
	32(22%)
	57(41%)
	14(10%)
	37(26%)

	The government central grants are too small to help finance the district budget
	48(34%)
	43(34)
	24(18%)
	26(19%)

	In the course of implementing the central government takes time to ask for budget performance reports from the technocrats monthly, quarterly as well as annually
	39(28%)
	45(33%)
	28(20%)
	28(20%)

	The district council delivers services so as not to be held accountable for failure to deliver services
	45(32%)
	57(41%)
	19(14%)
	19(14%)

	Risk values of budgeting are weighed and overall risks considered whenever services are not delivered.
	31(26%)
	69(58%)
	10(8%)
	10(8%)

	Because of the desire to deliver better services, my district has asked for an increase in the central government transfers
	95(68%)
	6(4%)
	9(6%)
	30(22%)


When the respondents were asked whether, most of the money the District uses to deliver services comes from central government transfers 29% strongly disagreed, 26% disagreed, 13% agreed and 33% strongly agreed with the question.  

The CAO said that 

Central government transfers are a block grant that funds decentralized services.  It has both wages and non-wage.  This funding constitutes about 11% of Government transfers to local governments. This includes money to fund programs and projects agreed upon between the Government and the local governments and are spent only for the purpose and in accordance to the conditions agreed upon.  This funding constitutes about 88% of Government funding to local government.  In this one there is a clear framework for negotiations between local governments and Central Government sector ministries to agree on conditionalities that promote effective implementation of programs.
This implied that most of the money the district uses comes from the central government.

A key informant in respect to central government transfers said that

This is a grant given to some local governments lagging behind national average standards of particular services.  This grant forms a very small percentage of about 0.5% of total transfers.  Currently it focuses on key services namely, education, roads, water, health and agriculture extension.

This meant that money from the central government comes to fund projects that have been agreed upon.
When the respondents were asked whether, the central government transfers are timely 22% strongly disagreed, 41% disagreed, 10% agreed and 26% strongly agreed with the question.  

When the respondents were asked whether, the government central grants are too small to help finance the district budget 34% strongly disagreed, 30% disagreed, 18% agreed and 18.5% strongly agreed with the question.  

When the respondents were asked whether, in the course of implementing the central government takes time to ask for budget performance reports from the technocrats monthly, quarterly as well as annually
 28% strongly disagreed, 33% disagreed, 20% agreed and 20% strongly agreed with the question.  

When the respondents were asked whether, the district council delivers services so as not to be held accountable for failure to deliver services 32% strongly disagreed, 40.7% disagreed, 14% agreed and 14% strongly agreed with the question.  

When the respondents were asked whether, risk values of budgeting are weighed and overall risks considered whenever services are not delivered.32% strongly disagreed, 40.7% disagreed, 14% agreed and 14% strongly agreed with the question.  

When the respondents were asked whether, because of the desire to deliver better services, my district has asked for an increase in the central government transfers 22% strongly disagreed, 04% disagreed, 06 % agreed and 67.5% strongly agreed with the question.  
Budget allocation inefficiency

Table 22 below gives an overview of the expenditure framework of Mpigi District Council for the period (2006-2011) or how revenue has been allocated between the development expenditures and the recurrent expenditures.

Table 22: Mpigi District Recurrent and Capital Development Budgets Allocations (and Actual Budget Performances) for 2010-2011 in Million Shillings
	Financial year
	Budgeted Recurrent Expenditure
	Actual Recurrent Expenditure
	Budget Performance
	Budgeted Capital Development Expenditure
	Actual Capital Development Expenditure 
	Budget Performance

	2006/07
	1,264.3
	849.9
	67%
	275.9
	167.4
	61%

	2007/08
	1,352.9
	1,067.3
	79%
	418.9
	541.7
	129%

	2008/09
	1,429.7
	794.7
	56%
	838.3
	858.8
	102%

	2009/10
	1,432.7
	1,409.4
	98%
	1,158.8
	1,075.4
	93%

	2010/11
	1,611.3
	
	
	739.8
	
	

	Average
	
	
	75%
	
	
	96%


Source: primary data (2013)

Two major factors in Mpigi District Revenue allocation can be observed: a) while the development budgets show a consistent pattern of improvement (annual average 96%), its proportion to total expenditure is minimal. The average ratio of recurrent capital expenditure is 69%:3%. The recurrent budget performance is erratic (with an annual average performance of only 75%) and this is indicative of difficulties in the revenue collection. It can be concluded that budget allocation is inefficient with a bias towards recurrent expenditure. This is contrary to the popular view that decentralization leads to allocation efficiency. The findings are in agreement with the doubts already raised by Nsibambi (1998), Tanzi (1996) and Prudhomme (1995) on allocation efficiency under decentralization.

The majority of respondents (77) which is more than 55% agreed that Mpigi District Council budget is basically funded from local revenue sources.  Further, (89) respondents which is more than 63%, disagreed with the question that stated that Mpigi District Council receives special grants from the government. More than 64% (91) respondents disagreed with the question that stated that Mpigi District Council receives conditional grants from the government, while 84 (61%) disagreed with the question that stated that Mpigi District local government receives unconditional grants from the government. 
In addition, 102 respondents (72%) disagreed with the question that stated that Mpigi District Council normally has balanced budgets; 100(71%) disagreed with the question that stated that the Council always takes corrective action on all queries raised by PAC, Auditors or Monitoring and Evaluation; while101 (71%) agreed with the question that stated that Mpigi District Council sometimes borrows money to finance its budgets. 
Verification of Hypothesis two:

The relationship between central government transfers and delivery of services
To verify this hypothesis, Pearson  correlation analysis was done where by all responses for each variable; central government transfers  and delivery of services were aggregated into a single index (SGT)  and (DUS)  respectively and then Pearson’s correlation Co-efficient (r) technique was used to assess the nature and magnitude of the relationship;
Using Pearson’s correlation Co-efficient (r)

Table 23 gives Pearson’s correlation Coefficient for the two variables which include; central government transfers and delivery of services
Table 23: Pearson’s Correlation Co-efficient between central government transfers (CGT) and Delivery of services (DS) 

[image: image7]
Table 23 shows that, Pearson’s Correlation Coefficient for central government transfers and delivery of services  was r = 544**, with probability value (p = 0.000) that is less than α = 0.01 level of significance showing a positive significant relationship between central government transfers  and delivery of services at the one percent level of significance.  Therefore, central government transfers significantly influence delivery of services.
Regression analysis of product attribute and customer retention


Table 24:  Regression analyzing the relationship between the central government transfers and delivery of services
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	
	.457(a)
	.333
	.222
	.62604


b. Predictors: Constant), central government transfer

Table 24 provides the R and R2 value. The R value is 0.457, which represents the simple correlation and, therefore, indicates a moderate degree of correlation. The R2 value indicates how much of the dependent variable, service delivery can be explained by the independent variable central government transfers. In this case, 0.333 can be explained, which is very large. The standard error of the estimate is 626.04 and the adjusted R square value is 0.333. Central government transfers predict service delivery; it implies that service delivery is dependent on central government transfers by 33.3%.

Table 25: Analysis of variance table for central government transfers and delivery of services 
	Model
	Sum of squares
	Df
	Mean square
	F
	Sig.

	Regression
	29.141
	3
	10.047
	31.223
	.000a

	Residual
	44.41
	100
	.410
	
	

	Total
	64.159
	120
	
	
	


Predictors: (Constant), Central government transfers
Dependent Variable:  service delivery
Results in Table 25 indicate that the regression model predicts the outcome variable significantly well. This indicates the statistical significance of the regression model that was applied. Here, P < 0.0005 which is less than 0.05 and indicates that, overall, the model applied is significantly good enough in predicting the outcome variable. F-value of 31.223 is greater than the critical F-value of 6.90 at the 0.01 level of significance. Central government transfers therefore predict delivery of services in Mpigi District. Therefore this implied that there is a positive significant relationship between central government transfers and delivery of services. It means that there is a relationship between central government transfers and delivery of services. 

CHAPTER FIVE

SUMMARY, DISCUSSION, CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction

This Chapter focuses on the summary, discussion of key findings, conclusions and recommendations that emerged out of the study findings. The various sections presented are arranged in the order of the study objectives and research questions. 


5.2 Summary of major Findings

The major findings of the study revealed local government revenue significantly influences deliver of urban services, borrowing significantly influence delivery of urban services; central government transfers significantly influences delivery of urban services.
5.2.1: Hypothesis 1: There is a significant relationship between local revenue collection and delivery of urban services
Pearson’s Correlation Coefficient for local revenue collection and delivery of services was r = 0.666**, with probability value (p = 0.000) that is less than α = 0.01 level of significance showing a positive significant relationship between local revenue collection and delivery of services at the one percent level of significance.  Therefore it was found out that local revenue collection significantly influences delivery of urban services, basing on this finding, the alternative hypothesis earlier postulated was accepted. 
Regression analysis was also used and the adjusted R square value was 0.384. Local revenue collection predicts delivery of urban services; it implied that delivery of services is dependent on local revenue collection by 38.4%.

5.2.2: Hypothesis 2: There is a significant relationship between borrowing and delivery of urban services
Pearson’s Correlation Coefficient for borrowing and delivery of services was r = 0.633**, with a probability value (p = 0.000) that is less than α = 0.01 level of significance showing a strong relationship between borrowing and delivery of services at the one percent level of significance.  Therefore findings revealed that borrowing significantly influence delivery of urban services, basing on this finding, the alternative hypothesis earlier postulated was accepted. 
Regression analysis was also used and the adjusted R square value was 0.414. Borrowing predicts delivery of urban services; it implied that delivery of services is dependent on borrowing by 41.4%.
5.2.3: Hypothesis 3: There is a significant relationship between central government transfers and delivery of urban services
Pearson’s Correlation Coefficient for central government transfers and delivery of services was r = 0.677**, with a probability value (p = 0.000) that is less than α = 0.01 level of significance showing a strong relationship between central government transfers and delivery of services at the one percent level of significance.  Therefore findings revealed that central government transfers significantly influence delivery of urban services, basing on this finding, the alternative hypothesis earlier postulated was accepted. 
Regression analysis was also used and the adjusted R square value was 0.333. Central government transfers predict delivery of urban services; it implied that delivery of services is dependent on central government transfers by 33.3%.
5.3. Discussion of results
In this section, the discussion of the research findings is presented. The findings are further cross-referenced with the literature review that was given in chapter two of this report.
5.3.1. What is the relationship between local government revenue and delivery of urban services?
To answer this research question, the researcher asked respondents several questions and study findings indicated that there is a significant relationship between local revenue collection and Delivery of Urban Services. Findings revealed that the size of the revenue is small and inadequate for the expenditure responsibilities entrusted to the District Council compared with Kampala Capital City Authority, which generates US $ 65M annually.
Mpigi District Council local sources, on average, contributed 70% of the finances. Other sources include government transfers (conditional grants, 15%, unconditional grants 7%) and donor funds, 8%). The prominence of the local sources explains the effectiveness of the services in Mpigi District Council. However the performances of these sources present a significant challenge in the preparation of financial budgets and management of District finances.

Mpigi District relies on very few volatile sources of revenue that are difficult to manage and collect. The five major sources of own revenue are: bus and taxi parks (contributing 29%), property rates (42%), , market dues (15%) and licenses and fees (8%). The collection efficiency of these volatile revenues is very low and the yield is poor. The actual amounts generated from the sources are far too small and has stagnated at Ushs 1 billion per year over the 3 year period. This is consistent with Bird (1999) who observed that most Local Governments in developing countries have serious resource constraints because their central governments leave them with low yielding local revenue sources that are difficult to administer. For the case of Mpigi District local government, the sources of revenue noted were; property tax, licences and permits, market dues and tax/bus park fees. These are difficult and unpredictable sources of revenue to collect. Their yields are poor and are quite often subject to political interference. This sharply contrasts with the expenditure responsibilities of the District Council. For example, the repairs and maintenance of roads over the next three years (2011/2014) requires 4billion. This implies that the roads and other services will always underperform if not adequately financed.

It is further observed that actual recurrent expenditure performance is always below the estimated budget. This is evidence of either inaccurate and overstated expenditure budgets or a perennial inability of the District Council to collect all anticipated revenues. The annual short falls posted for both recurrent and capital development budgets are usually in the range of 15-40% of the total planned revenue items. On average, only 75% of the recurrent budget is realized and this has wide implications for service delivery. 
The poor revenue performance affects the inter relationship between the budget practices which is in line with the system theory as expounded by Von Ludwig Bertalanffy in 1940’s.He emphasizes that for a system to work effectively all parts must be inter linked. As regards the findings, a demoralized staff cannot effectively and consistently perform. Poor staff performance was noticed in the health and road maintenance.

Five services were selected for the study, namely: roads, health services, water supply, garbage collection and disposal, and street lighting. All conclusions on the effectiveness of these services are inferences and generalizations drawn from the findings of the study. They relate to the research questions and objectives. The study determined that the five services delivered by Mpigi District Council are effective. This is contrary to the generalization that the urban services in sub Saharan Africa citifies and town councils are ineffective (see for example Stern and Halfani, 2001, Godin, 2007 and Mulumba, 2005). The qualities of five services have improved during the study period (2009-2011).Clients, staff and councilors are satisfied with the five services. The effectiveness has been attributed to the strong inter relationship between the workers, they work as a unit than before, this is in line with the system theory as expounded by Von Ludwig Bertalanffy in 1940’s.
Mpigi District is well endowed with a network of an estimated 100km of roads, 60km of which are tarmac roads and 20km of murram roads and 20km of planned but unopened roads. Roads contribute significantly to the delivery of urban services. There have been improvements in the quality of the Mpigi roads during the period under investigation. The majority of the residents who responded to the questionnaire believe that the quality of the roads in Mpigi improved during the period 9(2009-2011). The improvement in roads is due to the pressure the citizens have been putting on the District council. This is consistent with the Legitimacy theory, developed by Prabhu (1998) and Neu et al. (1998), which posits that business organizations must consider the rights of the community at large, not merely those of investors. If the corporations do not appear to operate within the bounds of the behavior considered appropriate by the community, then the community will act to remove the organization's right to continue its operations.
Though improvements have occurred, it is not to the magnitude that could generate substantial satisfaction. Among the five services studied, roads registered the lowest satisfaction among the staff/ councilors and residents. 71% of the staff and councilors showed that they are satisfied, and only 68.3% of the residents are satisfied with the roads. The moderate satisfaction of the stakeholders implies that the District council has a lot of work to do on the bad portions of the roads.
5.3.2 Research Question two: 
What is the relationship between borrowing and delivery of urban services?

To answer this research question, the researcher asked respondents several questions and study findings indicated that there is a significant relationship between borrowing and delivery of urban services. For budgets to be effective, they must be linked to the financial plans. 70% of the respondents agreed that there was linkage between the Mpigi District budgets and plans. This explains the substantial improvements in the quality of services earlier discussed.
 Mpigi District tries to see to it that the planned revenue is well spent. This is in line with Meyers (1996) who suggests that for the public sector budgeting system to be effective, it should possess qualities such as accountability and transparency, timeliness and responsiveness comprehensiveness honesty and others. This is also consistent with the Legitimacy theory, developed by Prabhu (1998) and Neu et al. (1998), posits that business organizations must consider the rights of the community at large, not merely those of investors. If the corporations do not appear to operate within the bounds of the behavior considered appropriate by the community, then the community will act to remove the organization's right to continue its operations. When an actual and potential disparity exist between the business and social value systems, this will lead to threats to organizational legitimacy in the form of legal, economic, and other sanctions. Neu et al. (1998) also argue that the legitimacy of an organization is constructed and maintained through symbolic action, which forms part of the organization's public image.
Findings revealed that the district borrows money in extreme situations for example, in most cases it is public borrowing that is exercised. This is in line with Wamala (2012) who says that companies in extreme situations can resort to debt financing as an alternative means of financing. Further, it was revealed that even when the local government is not in need of money, it normally resorts to debt financing. The finding tallies with Nanyangu’s (2011) observation that although the term tends to have a negative connotation, startup companies often resort to debt to finance their operations. In fact, even the healthiest of corporate balance sheets will include some level of debt. In finance, debt is also referred to as “leverage.” The most popular source for debt financing is the bank, but debt can also be issued by a private company or even a friend or family member. 
5.1.3 Research Question three: 
What is the relationship between central government transfers and delivery of urban services? 
To answer this research question, the researcher asked respondents several questions and study findings indicated that there is a significant relationship between central government transfers and delivery of urban services. Central government transfers are a significant factor in the delivery of services (Bird, 1999) and this partly explains the effectiveness of urban services in Mpigi District Council. The investments in urban infrastructure like roads, water supply, street lighting and garbage collection and disposal and health require substantial capital expenditures. 
Findings revealed that in Mpigi services are mainly financed by money from central government transfers. This is in line with Bird (1999) who has observed that central government transfers are the basis for effective service delivery and accountability. 
5.4       Conclusions
5.4.1. The relationship between local revenue collection and delivery of urban services

 Mpigi District is needs to rely on local revenue sources and government grants to finance its budgets. On this note, once the financial budget is constrained few services will be delivered.
Mpigi District Council has a significant share of own sources (taxes, user charges etc) but the yield from these sources is unpredictable for reasons such as poor administration, poor database of tax payers and properties, strong control by the central government on the raising of the revenue through borrowing or adjustment of fees or tariff, lack of political commitment to collect revenue.

5.4.2. relationship between borrowing and delivery of urban services?

For budgets to be effective borrowing can be done and this is mainly done in consultation with the authority. The local governments are limited from borrowing over a particular amount of money. However borrowing is done with a lot of care in local governments.
The central government control of Districts’ revenue through conditional budgets transfers, approval procedures, and priority setting tied to the PPAs, regulatory restraints on increases on user charges and fees, etc. are some of the most severe problems the District Council and towns face in Uganda.

5.4.3. The relationship between central government transfers and delivery of urban services

Central government transfers should be done a purpose for example the government normally sends conditional grants for specific purposes and unconditional are sent without any conditions attached. However the local governments operate within the amount that the central government releases to them.
5.5    Recommendations

The section gives the main recommendations in areas of sources of finance and financial management, planning and budgeting, and infrastructure and social services. Recommendations follow from the findings and conclusions and are suggested to the urban managers, planners and policy makers and service users and others.
5.5.1. Local revenue collection

Mpigi should have strong tax sources that are stable, predictable, highyielding and easy to administer. It should facilitate and strengthen revenue collection as well as improve taxation base through establishment of taxpayers’ register, property rolls, rates and other.
The government of Uganda should increase the District Council’s autonomy regarding revenue sources and expenditure priorities. District Councils in Uganda are marginalized. Districts and towns in Uganda should be given considerable autonomy in local priority setting combined with over all targets and minimum standards for infrastructure and social service delivery.

5.5.2. Borrowing
There is need to increase the capabilities of residents to participate in budget formulation, expenditure tracking, monitoring (of quality, quantity and effectiveness) of urban services. This can be ensured through unpacking and demystifying the technical contents of budgets and economic performance data, create a general awareness on the poor issues, inform and train stakeholders. 
There is need to create awareness on expenditure tracking in qualitative, quantitative and utilization terms. Also create awareness in areas of accountability, extent and quality of services delivered, user satisfaction, perceptions and impact. This will increase the quality of the debate on budgets which will result in better allocation, release of funds to priority sectors and improved service performance.


5.5.3. Central government transfers

The system of central government transfers should be transparent and predictable. Grants should be timely and they should be distributed according to objective criteria after dialogue with the Districts and town managers and councilors.

There is need for a stable and predictable system of central government transfers to the District Councils in Uganda. The key problems in central government transfers are that funds have been: unpredictable, not transparent, unclear, nonobjective for distribution, not timely, not related to the size of the financial responsibilities of the District council.

Mpigi district local government should improve coverage of most urgent infrastructure and social services in the District Council (for example: Road repair, garbage skips, street lights and medical drugs).

A clear strategy and improvement plan should be developed for the future improvement and maintenance of the services, taking into account the scarce resources available. The critical areas include provision of garbage skips, replacing broken slabs and filling up pot holes on roads, opening up of roads and installing streetlights, replacing old water pipes, employing qualified personnel in the health centres and roads supervision works and sensitizing staff members on customer care, and others.
Lack of performance standards for infrastructure and social services: The current guidelines from MoLG are limited to planning and budgeting. This creates a lack of knowledge, awareness and information about the actual performance of urban services which lead senior officials and councilors in Districts to see additional finances as the only solution to effective infrastructure and social services.
The MoLG should develop performance standards for each service sector to guide the District officials in effectively managing the investments in the service sector. 
Mpigi district Council should emphasize action planning: A strong relationship has been established between action planning and effectiveness of urban services in the study. It is an effective tool for budget formulation, implementation and control.

Mpigi and other LGs should emphasize action planning as the key components of the annual planning and budgeting.
 5.4    Recommendations for further Research

A number of key areas for further research   were identified during the course of the study but were not sufficiently investigated or discussed. These issues require further investigation

i. Relationship between urban services and tax collection
ii. Relationship between urban services and debt financing in local governments. 
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APPENDIX I: QUESTIONNAIRE
I am Jamilu Nsimbe Masika student of Uganda Management Institute  carrying out a research on Budgetary Financing  and Delivery of services in Mpigi District. In your position, you have useful information to contribute to the success of the study. You can readily contribute this information by answering the question in this instrument. All information given will be treated confidentially for purely academic purposes and please do not indicate your name any where on the questionnaire.

Thank you for your cooperation.

SECTION A.            BIO-DATA.

Please tick or circle.

1. Age

     18-28                      29-35          [image: image8.emf] 

 

         36-50               Above50

2. Sex

    Male                                            Female

3. Marital status

   Married                              single                            widowed                           divorced

4. Highest level of education

    Certificate                           Diploma                               Bachelors                           


    Post graduate diploma                                    others specify.

Instructions from question 6- tick the number that best indicate your opinion on the questions using the following scale.

	Scale
	1
	2
	3
	4
	5

	
	Strongly agree
	Agree
	Neither agree nor disagree
	disagree
	Strongly disagree


SECTION B            

1. LOCAL REVENUE COLLECTION
	
	
	1
	2
	3
	4
	5

	1
	The District administration always facilitate and supports the process of the developing annual plans and budgets in consultation with all the key stakeholders in the Mpigi Town Community
	
	
	
	
	

	2
	The Town clerk/Chief Executive Officer always accepts, and is held responsible for, implementing the operational plan for achieving the strategic goals and objectives approved by the Municipal Council and stakeholders
	
	
	
	
	

	3
	Each department in the Mpigi District Council administration develops and implements a work plan/action plans for the delivery of their respective services.
	
	
	
	
	

	4
	These action/work plans greatly contribute to the attainment of council’s goals and objectives in service delivery
	
	
	
	
	

	5
	Heads of department accept responsibility for implementing those work plans
	
	
	
	
	

	6
	Each person working in the District Council understand their roles and their responsibilities
	
	
	
	
	

	7
	Departmental budgets are accurate and available  regularly to allow managers to monitor expenditure
	
	
	
	
	

	7
	Each person working in the District Council departments understand the standards of performance expected of them in the delivery of District services
	
	
	
	
	

	8
	Mpigi District Council prepares  annual budgets that are directly linked to the District strategic plan
	
	
	
	
	


 2. BORROWING
	
	
	1
	2
	3
	4
	5

	9
	Mpigi District Council has predictable revenue base (from taxes and central government transfers) on which to base its budget
	
	
	
	
	

	10
	Mpigi District Council has sound financial management systems in place to track revenue and expenditure
	
	
	
	
	

	11
	Mpigi District Council accounts are audited by the Auditor General at least once a year
	
	
	
	
	

	12
	Mpigi District Council monitoring and evaluation team always monitors the set service objectives and budgets against actual performance of the urban services.
	
	
	
	
	

	13
	 During the yearly planning and budgeting process, Mpigi District Council includes the community service priorities in the annual plans and budgets
	
	
	
	
	

	14
	Immediately after the budget presentation supervision is done for the set projects.
	
	
	
	
	

	15
	The heads of departments always promptly submit budgetary performance reports to management
	
	
	
	
	

	16
	Management always responds prompltly to all querries raised by PAC or the Auditors
	
	
	
	
	

	17
	The Public Accounts Committee always reviews the performance of the departmental of the budgets against the set goals and objectives
	
	
	
	
	

	19
	Performance reports are produced annually about the budget exercise
	
	
	
	
	

	20
	 Budgetary goals are communicated to us and we discuss them


	
	
	
	
	

	21
	Budgeting in the district is a team work exercise
	
	
	
	
	


3.                    CENTRAL GOVERNMENT TRANSFERS
	
	
	1
	2
	3
	4
	5

	22
	Mpigi District Council budget is basically funded from local revenue sources
	
	
	
	
	

	23
	Mpigi District Council receives special grants from the government
	
	
	
	
	

	24
	Mpigi District Council receives conditional grants from the government
	
	
	
	
	

	25
	Mpigi District Council receives unconditional grants from the government
	
	
	
	
	

	26
	Mpigi District Council normally has balanced budgets
	
	
	
	
	

	27
	The Council always takes corrective action on all querries raised by PAC, Auditors or Monitoring and Evaluation
	
	
	
	
	

	28
	Mpigi District Council some times borrows money to finance its budgets
	
	
	
	
	


SECTION C          DELIVERY OF SERVICES
	
	
	1
	2
	3
	4
	5

	29
	Managers and staff receive the training they need to do their job properly
	
	
	
	
	

	30
	It takes  long  to get the needed medical services
	
	
	
	
	

	31
	Drugs are provided when I visit hospital
	
	
	
	
	

	32
	There are problems in the provision of health services
	
	
	
	
	

	33
	Iam satisfied with the Mpigi District Council water supply
	
	
	
	
	

	34
	I have noticed an improvement in the quality of water supplied
	
	
	
	
	

	35
	The quality of service rendered by Mpigi District Council has improved in the last four years
	
	
	
	
	

	36
	The garbage skip is emptied weekly or as soon as it is full.
	
	
	
	
	

	37
	The garbage skips are located far away   from the people’s homes.
	
	
	
	
	

	38
	I get enough water for my needs on a daily    basis
	
	
	
	
	

	39
	The quality  of         water I use is clean
	
	
	
	
	

	40
	The water   supply in Mpigi District  has improved              in the last four years
	
	
	
	
	

	41
	Am satisfied with the garbage collection and disposal in Mpigi
	
	
	
	
	

	41
	Iam satisfied         with the        Mpigi District Council health       services and currently are better than those of private clinics
	
	
	
	
	


APPENDIX II: INTERVIEW GUIDE
INTERVIEW GUIDE FOR DISTRICT COUNCIL STAFF AND LOCAL COUNCIL COMMITTEE MEMBERS
1. For how long have you worked with Mpigi District Council?
2. Mpigi has a strategic development plan 1999/2003, what are the major goals and objectives of the plan?
3. Who are the key stakeholders in your District Council that were involved in the development of a District strategic vision?
4. What have been the consequences if those groups do not support the District vision?
5. What community participation mechanisms have worked well in Mpigi
6. What have not worked well? Why not
7. How do you facilitate community access to all the planning and budget information once it is gathered and available?
8. What are the potential barriers to achieving the District Council vision and mission?
9. What are the factors that will help you succeed?
10. Do you think the quality of water provided is clean?
11. What suggestion would you give to Mpigi District Council for improving        quality of water
12. The Migi garbage disposal site is located far away           from              the      people’s    homes
13. How satisfied are you with the   Mpigi street lighting
14. What improvements    would you like Mpigi District Council to make on street lighting
APPENDIX:
INTERVIEW GUIDE FOR RESIDENTS
1. As head of department or councilor what is your role in planning and budgeting?
2. How is the budget prepared in Mpigi District Council?
3. Does the district involve you in the budget process?
4. Are you satisfied with the quality of services offered by Mpigi District Council?
5. What problems do you see in the road services in Mpigi District Council?
6. Have you noticed any improvement in the overall quality of the Mpigi District Council roads in the last 4 years?
7. How satisfied are you with the Mpigi District Council water supply?
8. What improvements would you like Mpigi District Council to make   in the supply   of water to its residents?
9. What problems   do you see in the water supply in Mpigi District Council?
10. What suggestions would you give to Mpigi District Council for improving water supply?































































    


























     





BUDGETARY FINANCING


    Local revenue collection


 Property rate


Licensing/permits


Bus/park rates


Market dues











DELIVERY OF URBAN SERVICES


Acceptable quality infrastructure


Reliable Services


Time accomplishment of tasks


Coverage ratio


Speedy delivery of services


Accountability


Efficient utilization of resources


Image Improvement


Satisfaction of service users











             Borrowing


Loans from banks


Loans from government


Loans from individuals





Central government transfers


Conditional grants


Unconditional grants


Special grants











EXTRANEOUS VARIABLES


Revenue Collection


Budgetary planning
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Correlation is significant at the 0.01 level (2-tailed).
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