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Executive Summary
Introduction
Revenue generation in Uganda is a major challenge to both Local Governments (LGs) and
Central Government. Overall the trend of revenue collection has been disappointing and there is
need to focus on the underlying causes of the current downward trend at the LG level.
Recognising the low levels of local revenue, an Inventory of Best Practices in Revenue
Mobilisation and Generation by LGs was commissioned by the Local Government Finance
Commission (LGFC) as one of its initiatives in enhancing revenue.
The LGFC has defined the term Best Practices as, “those methods and ways of generating and
mobilising local revenues that effectively use the scarce resources (people -power and money)
available in a council to enhance tax administration and promote awareness in a manner that
reduces the cost of compliance and maximises the revenues collected.”1
The main objective of the inventory is to identify and document best practices, so that LGs can
adopt them where practicable. In addition, the inventory highlights constraints faced by LGs that
negate the effects of the best practices documented, and the following report makes
recommendations to overcome those constraints. In addition, as part of the expected output from
the inventory compilation, Guidelines have been drafted as a practical guide to LGs, to enable
them improve their local revenue management and collection, deliver better services, and reduce
their dependence on Central Government and donor funding.
The inventory was carried out in 34 LGs, utilising questionnaires for LG officials designed to
highlight their best practices and constraints. The field visits were followed by eight regional
workshops that brought together participating and non-participating LGs. The main purpose of
the workshops was for the consultants to present their findings and obtain feedback from the
LGs. Finally, a national stakeholders’ workshop was conducted to present the report and the
guidelines and receive feed-back.
An overview of the findings on best practices
The inventory identified five fundamental areas that require strengthening in all LGs:
management, accountability and transparency, adherence to LG regulations, effective service
delivery, and confidence of the taxpayer in the LGs.

Findings:
The Legal issues
The inventory identified provisions of the law that are constraints to revenue enhancement, as
well as revenue sour ces that are not being fully exploited by LGs because of restrictions in the
law or a lack of knowledge of the law. It was found that most LGs have inadequate access to
copies of the laws, and few were able to interpret and apply them. In addition, a number of
specific legal issues were identified. While Tax Assessment Appeals Tribunals are provided for
by the Local Governments Act 1997 at sub-county (LC3) level, a few LGs have them at LC5
level while others have none. Where tribunals exist, they lack transparency and are generally
inaccessible, resulting in taxpayers resorting to tax evasion instead of going through the legal
process.

LGFC report
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Another hindrance to revenue generation is the low capacity (in terms of numbers of qualified
valuers) in the office of the Chief Government Valuer to value properties in all LGs in Uganda,
and the high cost of producing a valuation list every five years. The law regulating planning and
development of urban centres (the Town and Country Planning Act) is out of date and, as a
result, LGs have not been able to guide development in their jurisdictions.
There are also revenues not being collected by LGs that need to be exploited. For instance
traders in Enguuli, a locally brewed drink, do not pay fees in most LGs. Efforts to enforce
payment by court action have failed due to the absence of a law under which they may be
prosecuted and made to pay. Likewise, LGs are also not collecting royalties from industries and
companies exploiting resources in their jurisdictions.
Recommendations
The main laws relating to LGs should be simplified and made available to all LGs. LGs should
be assisted in building their legislative capacity, e.g. in making bye -laws and regulations.
Tribunals should be established by all LGs at sub-county level and taxpayers must be informed
of their rights to appeal against excessive or unfair assessments.
The office of the CGV should be decentralised to enable LGs to carry out valuations of
properties.
MoLG should liase with other stakeholders to review the Town and Country Planning Act and
bring it in line with current developments.
Local consumption of Enguuli should be recognised, not just for the benefit of LGs but also to
generate a law that addresses the situation. MoLG and MOJCA should follow up the ame ndment
of the Enguuli Act.
Sensitisation of taxpayers
Findings
The best practices identified in this area include involvement of LG officials and community
leaders in the sensitisation of the community during rallies and meetings. Common methods used
in sensitising taxpayers include use of mass media, workshops, public notices and newsletters to
educate the public about taxes and their uses. A few LGs encouraged taxpayers to form incomegenerating groups, which created an income base for the taxpayers and provided income from
which to pay taxes.
The constraints affecting the sensitisation of taxpayers include: the negative attitude of the
taxpayers towards attending gatherings where the subject matter for discussion is tax, the failure
by LGs to link taxes paid with service delivery, the poor attitude and brutal actions of
enforcement officers and contractors towards taxpayers; and lack of adequate funds to carry out
sensitisation programmes.
Recommendations
Sensitisation of LGs officials and tax enf orcement officers (including contractors) of their duties
and obligations in delivering services to the communities and linking it to taxes paid.
Sensitisation programmes should involve community leaders and LGs officials who are close to
the taxpayers.
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LGs should budget for sensitisation programmes to ensure that funds for these programmes are
available.
Service delivery
Findings
Some LGs spend a high percentage of local revenue on providing education, health and
infrastructure development to the community. Other LGs have also initiated income-generating
activities such as contract farming for rice and tobacco to encourage group members to generate
income and pay taxes. A people friendly approach to collection of taxes was adopted in Entebbe
MC, and this helped the community appreciate the benefit of paying taxes.
Constraints identified in service delivery include: poor linkage of taxes to services delivered by
taxpayers resulting in low tax compliance, poor sensitisation, inadequate funds for the activities
and late or non-remission of funds under the revenue sharing scheme to lower councils. Most
LGs expend the revenue collected on administrative expenses.
Recommendations
Revenue sharing committees should be established at district and urban le vels to monitor and
supervise the sharing of revenue amongst LGs.
LGs should use the budget conferences to disseminate information and account to taxpayers for
revenue collected and services delivered.
LGs should be sensitised about their duties to provide services and should make effort do so.
Accountability, transparency and internal controls
Findings
The best practices documented include: the posting of revenue received under the revenue
sharing schemes on notice boards, timely disbursement of shared revenues by sub-counties, and
accountability by LGs to the community. Some LGs have also adopted the use of carbonised
receipts to counter forgeries and fraud in revenue management.
The constraints documented included the poor financial reports that are not standardised and
lacked consistency from period to period, delayed or non-remission of shared revenues and the
non- accountability of revenues to taxpayers. Although the audit functions were in place, most
audit departments were weak, poorly staffed and lacked independence.
Recommendations
MoLG should develop standard reporting procedures to be used by LGs in the preparation of
financial reports.
MoLG should conduct capacity building programmes in financial management and reporting and
the proper use of the financial and accounting regulations.
MPs and LG councillors should monitor the revenues received by LGs and their usage.
Details of all taxpayers’ assessment results should be publicised in order to inform the
community and to ensure transparency as recommended by the LGFC Local Revenue
Enhancement Study.
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LGs should conduct training needs assessments in order to recruit better qualified and higher
calibre staff.
The CIA should report to the LC5 Council as stated in the Local Government Act and the Local
Government Financial and Accounting Regulations.
Graduated Tax
Findings
The best practices documented included: allocation of a Tax Identification Number (TIN) to all
taxpayers, involvement of the entire LC executive in the registration process, timely training of
tax officials in the registration, enumeration and assessment processes, availability of appeals
tribunals, timely printing of GT tickets and establishment of collection centres and offering of
rewards to best performing ta x payers and tax collectors.
The constraints identified include: political interference in the GT processes, negative attitude of
taxpayers, corruption on the part of LGs officials, and poor administration of the GT process.
Recommendations
LGs should undertake well-planned sensitised programmes to educate communities of the
importance of paying taxes and link this with service delivery.
LGs should hire neutral competent people to carry out the GT exercise in conjunction with parish
chiefs, LC1 personnel and extension workers to curb corruption in the GT registration process.
LGFC should develop guidelines for the management and administration of the GT processes.
The LGFC should liase with the Electoral Commission and other authorities to point out to all
politicians that making statements that impede or prevent GT and other revenue being collected
is damaging to the community.
Trade Licensing
Findings
The best practices documented include: the maintenance of an updated computerised register,
privatisation of the management and collection of trade licences, door to door collections of
licence fees, and publishing the names of defaulters in newspapers.
The constraints identified include: out of date business tax registers, the requirement for seve ral
approvals and the poor flow of information between LGs, traders and members of the public.
Recommendations
Every business should be identified, classified and registered according to its nature and subcounties and divisions should maintain registers of all businesses in their respective areas.
LGs should de -link licenses from health and safety and building inspections.
At the time of obtaining a trade licence, LGs and contractors should educate business people
about the health standards and other requirements of the Trade Licensing Act.
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Property taxes
Findings
The best practices identified include: computerised systems that generate demand notices and
receipts, privatisation of collection, sensitisation programmes, up to date valuation rolls and
provision of services using local revenue.
The constraints identified include: shortage of qualified valuers, centralised valuation, poor
service delivery and lack of funds to carry out property valuations by LGs.
Recommendations
LGs should be allowed to engage competent private valuers from lists drawn up by CGV.
LGs should provide services to enable taxpayers relate the payment of taxes and provision of
services by LGs.
GOU should secure funds for rapid valuation of all buildings in the country to enable LGs to
make a start on exploiting this huge potential area.
Markets and other sources of revenue
Findings
The best practices identified include: privatisation of the collection of market dues, executing
written contracts with contractors, payment of performance bonds by contractors, and fencing of
market areas.
Constraints identified include: the multiplicity of taxes levied on market vendors, the existence
of informal markets close to the formal markets owned by politicians and LG officials, and the
brutal methods engaged by contractors in collecting taxes.
Recommendations
Politicians and LGs should adhere to the correct procedures to avoid conflicts of interest.
Market dues need to be rationalised, and contractors not demand more than the established rates.
LGs should establish information points where market vendors, traders and transporters can
forward their views and report on the activities of contractors.
Privatising and Tendering
Findings
The best practices identified include the setting of reserve prices, attaching of directors’
photographs to tender applications, depositing performance bonds, and making of payments
directly to the bank.
The constraints identified include: reserve prices that are based on unreliable data, and the lack
of capacity in some LGs to handle the tendering process.
Recommendations
LGs should carry out market surveys to enable them establish the annual average income from
the tendered source on which to base reserve prices.
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Where a LG is aware that the tendering processes are not well handled, they should contact the
MoLG capacity building unit for guidance and training.

Way forward
LGFC will take up recommendations made in the report to Central Government.
LGs should internalise the recommendations in the inventory and guidelines and revise the work
plans developed during the regional workshops (January/February 2003).
LGs should then implement immediately the recommendations that do not require external
support.
LGFC will approach donors to assist ni the implementation of recommendations that require
external support.
SDU-USAID will take up the implementation of recommendations in its pilot LGs.
LGs through ULAA and UAAU should develop specific proposals for LGFC to present to
donors for support e.g. to effect trade licence reforms and build tax registers.
Capacity building initiatives should be developed in all areas of financial and information
management and understanding of the laws that relate to their activities and powers.
Challenges to LGs
It is important to note that the ultimate responsibility to raise revenue lies with the LGs
themselves. It is anticipated that the implementation of best practices will enable LGs raise more
local revenue and, to that end, the challenge goes out to all LGs to demonstrate to GOU that they
can effectively and efficiently raise more local revenue. The result of increased revenue would
be used by LGFC to negotiate with GOU for more taxes to be devolved to LGs.
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List of Abbreviations and Acronyms
CAO

Chief Administrative Officer – chief executive of a district

CFO

Chief Finance Officer

CGV

Chief Government Valuer

CIA

Chief Internal Auditor

DDP

District Development Project

DfID

Department for International Development (of the UK Government)

DLG

District Local Government

GOU

Government of Uganda

GT

Graduated Tax

KCC

Kampala City Council/ City Council of Kampala

LC
LC1
LC2
LC3
LC4
LC5

Local Council (Local Government or Local Administrative Structure)
Local Council 1 – in the Village
Local Council 2 – in the Parish
Local Council 3 – in the Sub -county, Town and Municipality Division
Local Council 4 – in the County, Municipality and City Division
Local Council 5 – the District and City level

LGs

Local Governments

LGDP

Local Government Development Programme

LGFC

Local Government Finance Commission

LRECC

Local Revenue Enhancement Co-ordinating Committee

MAAIF

Ministry of Agriculture, Animal Industry and Fisheries

MC

Municipal Council

MoFPED

Ministry of Finance, Planning and Economic Development

MOJCA

Ministry of Justice and Constitutional Affairs

MoLG

Ministry of Local Government

MP

Member of Parliament

ODA

Overseas Development Administration

ROM

Results Oriented Management

SDU

Strengthening Decentralisation in Uganda

TC

Town Council

TIN

Tax Identification Number

UAAU

Urban Authorities Association of Uganda
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ULAA

Uganda Local Authorities Association

UNCDF

United Nations Capital Development Fund

UNICEF

United Nation Children's Education Fund

UPPAP

Uganda Participatory Poverty Assessment Project

URA

Uganda Revenue Authority
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