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r.0 INTRODUCTION

The Chorter of Fiscol Responsibility is o criticol fiscol tool thot contributes to

ensuring government spending prudence. lt centres on porometers such os

governonce, revenue, investment copitol, remittonces, debt ond spending
limits. The monifestotions of these porometers guide ond inform the design of
the Chorter. These inform the government fiscol behoviour thot ought to be
held in check.

While by design the Chorter mokes provisions for fiscol limits, it is enforceoble
through the Public Finonce Monogement Act. Notionol Development Plon

ond onnuol notionol budget. Eoch buttresses the other ond ought to be

enforced in equol meosure in o bid to ochieve fiscol objectives prescribed in

Section 3(2) of the Public Finonce Monogement Act (Cop l7l). These include

revenue sufficiency, public debt sustoinobility, fovouroble fiscol bolonce,
proper monogement of petroleum revenue, control of fiscol risks, consistency

to the Notionol Development Plon ond volue for money of public expenditures.

The Chorter is only useful if Government is committed to its implemeniotion ond
when utilised by Porlioment in the oversight role. Foilure to odhere to the

Chofter compromises economic stobility, creditworthiness ond service

deliyery.

The views, opinions ond olternotive propositions mode herein ore inline with

Section I I (a) of the Administrotion of Porlioment Act (Cop 272) ond Rule 55(l )

of the Rules of Procedure of Porlioment.

PERFORMANCE OF THE LAST CHARTER FOR FISCAI RESPONSIBITITY

tY2O21l22 - tY202sl26

Porlioment is chorged with the mondote of ensuring fiscol responsibility. This is

the reoson the low porticulorly the Public Finonce Monogement Act mokes

provisions for considerotion of deviotions ond reosons from the Minister

responsible for Finonce. Seldomly is this responsibility jeolously protected ond
executed.

Finonciolyeor ofter the other, Porlioment opproves notionol budgets including

supplementory ones thot violote set benchmorks in the Chorter. For instonce,

the Annuol Budget of FY2026127 wos opproved omidst violotions of Chorter

benchmorks i.e. fiscol deficit to GDP wos obove 3% torget. debt to GDP wos

obove 50% torget ond domestic debt interest poyments to totol revenues
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exceededl2.5% torgetr. While Section 17 provides for report on fiscol

performonce which omong other includes the Chorter of Fiscol Responsibility,

Porlioment hos of lote not considered or deboted the report.

Toble l: Torgels Performonce of the Chorler of Fiscol Responsibility FY202l 122 -
tY2O2s/26

t Porlloment of Ugondo, 2026. Budget Committee Report on the Annuol Budget Estimotes for
FY2Oi6/27
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No. lndlcolor FY2O21 122 tY2022/23 FY2023/24 FY2024l2s tY202s/26

I
Nominol Debt to
GDP

CFR Torqet 52.70% 53.10% 52.40% s1.20% 4930%
Outturn 48.4% 47.4% 46.6% 509% Fa -747

2

Overoll Fiscol
Bolonce
(lncluding Gronts)
os %qe of GDP

CFR Torsel -6.40% -5.20% -4.60% -4.20% -3.OO%

Outturn -7.4% -s.s% -4.7% -6.0% -5.9%

Totoldomestic
debt interest
poyments to Tolol
Revenues

CFR Torqet '15.20% 14.60% 14.10% \3.60% 1250%

Outturn 19.1% 18.4% 17.5% 22.0% 2s.7%

4
Non-oil Revenue
os %ge of GDP

CFR Torset 13.80% 14.40% 14.90% 15.40% 15.90%

Outturn 13.4% 14.0% l 14.0% 14.6%

q

The growth rote in
recunent
spending os o
percentoge of
GDP shollnot
exceed the
growth rote of
revenue
(excluding oil) os
o percentoge of
GDP

Outturn-
Growth Rote
of Recurrent
Spending os
%qe of GDP 0.6% -05% 2.0% 0.3%

Outturn-
Growth Rote
of Revenue
(excloil) os
%oe of GDP 0.6% -0.3% 0.4% 05%

6

The rotio of Non-
oil revenue to
GDP shollgrow by
ot leost 0.5
percentoge
polnts on on
onnuol bosis

CFR Torqel
0.5% ond

more
0.5% ond

more 0.5% ond more
0.5% ond

more
0.5% ond

more

Outturn 0.6% -0.3% 0.4% 05%

7

A moximum of Oil
revenue worth
0.8% of the
preceding yeor's
estimoled non-oil
GDP outturn sholl

CFR Torget Mox 0.8% Mox 0.8% Mox 0.8% Mox 0.8% Mox 0.8%

Outlurn o.o% 0.0% o.o% 0.1% 0.0%
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tY202s/26tY2021 122 tY2022/23 tY2023124 FY2024/2sNo. lndicolor
be tronsferred to
the Consolidoted
Fund for budget
operotions

Below 5% Below 5%Below 5% Below 5% Below 5%CFR TorgetNominolPublicly
guoronteed debt
to GDP is

mointoined
below 5% Outturn

Fund
Estoblished

Fund
EstoblishedCFR Torqet

Fund
Estoblished

Fund
Estoblished Fund Estoblished

Not
Estoblished

Not
Estoblished

Not
Estoblished

Not
Estoblished Not Estoblished

9
Estoblishment of
Mlnerols Fund

Outturn

Sou MoFPED

As nOted from the performonce of the Chorter, olmost oll torgets were missed

sove for growth rote for non oil revenue. lt is imperotive to note thot despite

violorting the set torgets, Porlioment did not receive, demond or consider ony

deviotion report. This points to need for enhonced oversight by Porlioment ond
its relevont Committees i.e. Committee on Budget os well os Committee on

Finonce, Plonning ond Economlc Development.

Concern lorgely orises out of the escoloting stock of public debt thot is eroding

resources ovoiloble for service delivery. Subsequently, the cost of debt
monogement tokes o substontive shore of the collected revenue. For instonce,

os of Jvne 2025, debt service occounted for 36% of domestic revenue ond is

projected to increose to 45% by June 20262. Hence, the growing public debt
commits o lorger shore of future revenue streoms ond impoirs the country's

obility to respond to eminent economic ond fiscol risks such os unstoble globol

politics, recessions ond noturol disosters omong others.

Recommendotion

Given lhe focl thot the missed Chorter forgefs were criticol fo fiscol prudence,

lhey ought lo be mointoined, updoted ond enhonced wilh fhe

recomrne ndolions mode herein.

z Minislry of Finonce, Plonning ond Economic Development,2025. Debt Sustoinobility Anolysis

Report tY2024l25
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3.0 CRITICAT OBSERVATIONS AND RECOMMENDATIONS IN THE PROPOSED

CHARTER FOR FISCAT RESPONSIBITITY FY2O26I27 - FY2O3O/3I

3.1 Design of lhe Chorter of Fiscol Responsibility

It is importont to note thot the post Chorter torgets were set of o centrol
government level ond not of o decentrolised level. This is the prescribed ond
preferred level in Section 3(2) of the Public Finonce Monogement Act (Cop

l7l ). As o result, most of the citizenry find it difficult to oppreciote ond relote.

Aspects such os debt levels. fiscol bolonce ond revenue torgets when not
decentrolised to relotoble levels such os progromme ond votes, they seem

ombiguous to o loy mon. This compromises citizenry copocity in holding
government occountq ble.

Secondly, fiscol ond monetory ospects connot be delinked from eoch other.

Eoch offects the performonce of the other. For instonce, unsustoinoble growth
in public debt would rise costs of debt service ond reduce funds ovoiloble for
public investment. This would result into reduced scope of service delivery ond
widening inequolity porticulorly through provision of employment
opportunities. Hence, it would be prudent to incorporote intertwined fiscolond
monetory ospects without encrooching into the mondote of the Bonk of
Ugohdo. Criticol ospects thot would be oddressed through intertwined fiscol

ond monetory rules include employment, governonce, corruption ond
productivity.

Recommendofions

Ihe hrgefs of the Chorter of Fiscol Responsibility should fo fhe exfenf possible

be drsoggregoled fo of leosf progrcmme level. This would enoble trocking of
the contribulion of eoch progrctmme fo fhe Chorter forgefs.

Ihe design of the torgets of lhe Chorter of Fiscol Responsibility should

incotporofe monelory lorgets porticularly fhose lhol qddress inequolify.

3.2 Domestic debl tronsformolion into securilies

For the yeors, Government hos sought pseudo debt relief through debt rollover

olso known os refinoncing. This hos led to spirolling of public debt especiolly
domestic debt ond ossocioted debt monogement costs.
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Of lgte, Government hos continuously odopted the debt monetisotion
opprtooch where domestic debt thot is due ond owed to privote sector is

tronsformed into securities. The trend hos olso been observed regording public
domestic debt owed to Bonk of Ugondo olso known os reimbursobles or
odvonces. Recently, debt omounting to UGX 7.779 trillions wos tronsformed
into government securities or popers.

The escoloting trends of domestic refinoncing over the lost 3 Chorters of Fiscol

responsibility is worrying. lt hos risen from UGX 4.97 trillion in FY201 6117 (l't CFR)

to UGX 13.96 trillion inFY2026/27 13,a CFR). This tronslotes to o growth rote of
64%. Domestic debt is not poid but only deferred to the future. This

compromises fiscol choices of future generotions.

Decade Trends of Domestic Ref inancing f or FY2077 - 2026127

2026127

2025t26

2024125

2023124

2022t23

2021122

2020121

2019120

2018t19

2017 118

2016117

8,358

8,008

7,486

6,452

5,271

4,998

4,977 J lstCFR

8,547 1-.2ndCFR

13,967 

- 
3rdcFR

r UGX Bittion

10,o27

12,O21

Source: MoFPED ond OLoP

Recommendolion

r Reduce domesfic refinoncing of lhe preceding finoncial yeor by 30%.

Ihis would ensure domesfic debf refinoncing substonfio//y reduced to
sustoinoble leve/s by the end of the Chorter.

s Budget Speech Finonciol Yeor 2024/2025
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Deficit finoncing is o chronic feoture in our economy. Politicol bios towords
deficit finoncing os moin meons of oddressing development ogendo of the

country is o sign of economic instobility. Government prefers odditionol
expenditure ollocotions even without certointy for finoncing thon fiscol

consolidotion coupled with ollocotion efficiency. This fiscol populism hos led to
criticol citizens ospirotions remoining underfunded or unfunded while those

octivities or items ossocioted with politicol renting ond primitive occumulotion
ore funded. This is mostly evident during election cycles when ollocotion
deception is opplied to win public support.

Fiscal Deficit trends for the period !Y2O1,6/L7 - 2026/27

o.o%

-7.Cflo

-2.Wo

'3.Mo

4.Wo

'5.(ilo
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-'1 .Vo

-8.Wo
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'9.G/o $T CFR 2ND CFR 3RD CFR

-70.o%
zot6/t7 zot7/t8 zoT\/r9 2o1,9lzo z0z0/zr zo2t/zz 2022123 2023/24 2o24/2s 202s126 2076/27

r Fiscal Deficit -3.3% -4.L% 4.9/o -7,t% -9.G/o -7.4% -5'5o/o -4.7% '6.tr -6.U/o -5.W%

Source: MoFPED ond OLoP

Recommendotion

r Allocolions fowords lhe onnuol nolionql budget of lhe subseguenf
finonciol yecfi increoses or decreoses by lhe role ol reduction ot growlh
ol lhe fiscol deficit of lhe preceding linonciol yeor respeclively.

lhis would encouroge fiscol consoridolion ond reword it with enhonced
ollocolion of public resources towords service delivery cenfres.

I
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3.4 Corruption Burden

on hos over the yeors led to hoemorrhoge of public resources ond

offected service delivery. Eoch finonciol yeor the country loses UGX

ona to corruption. These ore resources thot were reolised but misused

r misreporting, bribes, obsenteeism ond potronoge omong others.

of interventions such os estoblishment of occountobility ogencies

os Office of the Auditor Generol ond lnspector Generol of Government),
tion monitoring units ond lows omong others, the control of

is chorocterised by downword spirol. Currently the control of
ption is o poltry 25.26 out of the desired governonce score of lOOs. This is

o overoge roting.

9.14

occ
ption depletes fiscol spoce through reduction of tox revenue, primitive

mulotion of weolth, discouroging foreign direct investment ond reduction

of ol performonce i.e. diversion of public resources thereby odversely

service delivery. Subsequently. it widens the fiscol deficit. lt ought to

be d thot the lower the corruption controls, the higher the fiscol deficit
It olso be noted thot high corruption control enhonces liquidity thereby

g revenue to GDP os well os reducing debt to GDP rotios.

4

Bank,2026. Worldwide Governonce lndicotors - Composite lndicotors of Governonce
of Government,2O2l. Study on the Cost of Corruption in Ugondo

thon 2OO economies. https://www.worldbonk.orqlen/oublicotion/worldwide-
Losted occessed on 6 Jvly 2026
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The relationship between control of corruption and fiscal deficit in Uganda
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-9.0%

29.O%

-7.4%

21.4%

-5.5% -4.7%

27.7% 25.3Yo

-E.3%

273%

-4.L%

27.Wo
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Source: World Bonk. MoFPED ond OLoP

Recommendofions

Ihe rotio of nugcttory expenditures lo totol ctnnuol govemment

expendifures is moinfoined below 0.3 percenfoge poinfs

r ri$t oencit -3.t% -2.6% -2.2% -3.0% -3.4%

rCofrrOtirn Control 32.5% 3t.8% 30.5% 289% 27.9%

| 
- 

fiscal Deficit ICorruption Control

a

Ihis wil/ ensure thot funds /ost through corruption, diversion, procurement

irregutarities ond oudit quolified expenditures ore greotlY minimised. Hence

ensuring ovoilobitity of sufficient funds for service delivery.

I Reduce ofl budgel finoncing to public insfitufions lo zero by finonciol

Yeor 2030/31

Anongements need be mode to convert oll off budgef into budgef supporf

throvgh the Conso/idoted Fund or develop o mechonism fhof requires

porliomentory opprovol. Ihis wi/l ensure thot oll funding towords public

expendifures is under the ombit of porliomentory oversighf ond occountobility.

lf will olso eliminofe double budgeting ond occo untobilify which roise

conr)ption exposure risks.

3.5 Mismolch between Approprioled ond Actuol Budget

For yeors, o mismotch between opproprioted ond octuol budget hos been

noted. Despite the opproprioted budget roising expectotions of the citizenry,
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