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Abstract

This commentary examines the demise in 2010 of the Kampala City Council, and the factors that led to
its replacement by the Kampala Capital City Authority (KCCA). It outlines some of the different
institutional arrangements associated with the establishment of KCCA and resulting changes in the
overall management of the city, the outcomes of those changes, and the implications for Uganda’s
decentralisation processes, as analysed through the specific lens of the city’s revenues. Finally, it
discusses how many of these reforms may be, perhaps necessarily, short-lived as a result of the tensions
they created.
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Introduction

Uganda has undergone what has been characterised as one of the most radical and ambitious
decentralisation reforms in Africa (Asiimwe and Musisi 2007). In addition to fostering economic
growth and development, decentralisation was intended to play an additional critical role as a path to
national unity after decades of brutal dictatorships and civil conflict. The top-down reform process
pursued by President Museveni and his National Resistance Movement (NRM) party began when he
came to power in 1986. It included, amongst other factors, local empowerment (Bird and Ebel 2007),
enabling grassroots participatory democracy (Kauzya 2007) and consolidating the overall, but fragile,

peace (Eaton and Connerley 2010).

This transfer of decision-making authority and functional responsibilities, as well as revenue collection,
to local governments was specifically enshrined in Uganda’s Constitution (1995). The Constitution

stipulates more generally that the central government is responsible for regulation and policy-setting
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across all sectors, as well as having the exclusive remit over foreign, immigration and monetary policy.
Conversely, local governments are responsible for the direct provision of local infrastructure and public
services. Thus, through its comprehensive reform programme the Ugandan government concurrently
devolved political, administrative and fiscal responsibilities to local levels of government, although
arguably the impetus for each set of reforms differed slightly.

Administrative decentralisation was undertaken with the explicit aim to bring service delivery closer to
the people and, through this, to foster economic growth, development and poverty reduction. In
addition, following the civil war between 1980 and 1986, the government’s lack of resources and
growing debt burden meant that, from a central level, it was not able to adequately provide services
across the country. To enable administrative decentralisation, a five-tier structure (see Figure 1) was set
up that directly reflected the revolutionary structures, the so-called Resistance Councils, established
during the war for local governance purposes (Green 2015). Following the ascent to power of Museveni
in 1986 — first as rebel commander and then as president — the Resistance Councils were transformed
into the local councils that still exist as the administrative structures for service delivery across Uganda’s

136 districts. Until 2010 this system included the capital city, Kampala.

Figure 1: Uganda's five-tier local governance structure

URBAN

| Tier 1 | | District (Local Council 5) | — City (Local Council 5)
| Tier 2 | | County (Local Council 4) | —_— Municipality (Local Council 4)
| Tier 3 | | Sub-County (Local Council 3) | — Division / Ward (Local Council 3)

| Parish (Local Council 2) |

| Village (Local Council 1) |

Fiscal decentralisation arrangements are also embedded in the Constitution, but their subsequent
operationalisation, particularly through the Local Government Act 1997, was in part dictated by
conditions imposed by the World Bank and International Monetary Fund (IMF) under their Structural
Adjustment Programme (Cheema and Rondinelli 2007). Uganda, like several other developing

countries at the time, was required to undertake neo-liberal economic reforms to qualify for assistance

CJLG December 2022 159



Haas Decentralisation, revenue and the capital city: Kampala, Uganda

from international financial institutions. Fiscal decentralisation was therefore enshrined in the Local
Government Act 1997, which still governs revenue generation in Kampala today. The Act details
specific, and relatively extensive, provisions for own-source revenue generation for local governments.
In addition, the Constitution mandates a system of unconditional and conditional inter-governmental
fiscal transfers to support local governments.

Political decentralisation, as noted, was seen as a means to foster peace through encouraging national
unity by creating forums where every citizen could have a say in the future direction of their country.
From the outset, there was a commitment for direct election of representatives to all tiers of local
government every five years. Importantly, to strengthen the voice of otherwise marginalised groups, the
Constitution mandated a specific proportion of elected positions for women, youth, and persons with
disabilities (Devas and Grant 2003; Kauzya 2007).

There were some initial successes across all the three spheres of decentralisation, notably in encouraging
local participation, an important element of democratic governance. This was illustrated by the
substantial voter turnout in the initial local council elections (Mutibwa 1992; Golooba-Mutebi 1999).
However, these early advances were significantly reversed over time, particularly with the move from
a one-party state to national multi-party elections at all levels of government in 2005. This resulted in
heightened political contestation, especially in urban areas, and a degree of recentralisation of power.

An indisputable example of this recentralisation was the creation of the Kampala Capital City Authority
(KCCA) in 2010. This new institutional structure weakened accountability of the leadership in
Uganda’s capital and biggest city towards its electorate — but to some observers the reforms were
necessary to institute much-needed changes to unlock Kampala’s economic productivity. To others,
however, it has meant that Kampala has become an increasingly undemocratic space where decisions

are taken that do not reflect the needs or preferences of the average citizen.

The demise of Kampala City Council

Kampala is the capital city of Uganda and the main seat of government. As a primate city, a
circumstance very typical among African Commonwealth countries, its urban population is
disproportionately larger than any other place in Uganda (Ades and Glaeser 1994). It is estimated that
Kampala currently has a resident population of about 1,68,600 people, around 4% of Uganda’s
population (Uganda Bureau of Statistics 2020). With a population growth rate of 5.2%, Kampala is
expected to reach the status of a ‘mega-city’, ie a city with a population of over 10 million, by the year
2040 (Government of Uganda 2012).

Administratively, until July 2020 Kampala was the only legally designated city in Uganda, and before
the KCCA Act 2010 came into force in 2011 it was treated similarly to other urban local councils (ie

the city councils shown in Figure 1) and governed under the Local Government Act 1997. Kampala
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City Council (KCC) was headed by an elected mayor and local council members were elected by, and
therefore accountable to, the city’s citizens. The KCC was responsible for overall decision-making and
implementation of local infrastructure and service provision. In fact, 80% of all local services were
devolved to the council. This included all services except for national roads, and secondary and tertiary
education. The KCC was empowered by the provisions in the Constitution and supporting legislation

to handle its own affairs and thus, legislatively, it had ample scope to raise own-source revenues.

Translating these provisions into practice did, however, result in significant challenges. For example,
KCC’s own-source revenue was curtailed because a large portion of the population worked in the
informal sector, from which it is difficult to generate tax revenue. According to an International Labor
Organization study, during the 1990s 83.7% of employment across Uganda was in the informal sector,
which in turn accounted for 43.1% of GNP (Schneider 2002).

Then, in 2005, two directives by the President placed even greater constraints on KCC’s, and other local
governments’, revenue-raising powers. The first was the abolition of the ‘graduated tax’, which until
then was one of the KCC’s most important sources of own-source revenue (Byaruhanga 2011). The
graduated tax, a form of local income tax, had existed since Uganda’s independence, when it replaced
the colonial ‘hut tax’. Although the tax and its administration were fraught with challenges, it was an
important means for KCC to derive some tax income from the large informal economy (Livingston and
Charlton 1998). The second directive was a blanket exemption on owner-occupied residences with
respect to property tax payments. This meant that suddenly most residential buildings, which formed
most of the property roll, fell out of the tax net. Both these provisions were evidently political moves to
garner popular support for the President and his NRM party in the lead-up to the country’s first multi-
party elections, held in 2006.

But the KCC’s restrictions on own-source revenue also had other implications — particularly with
respect to the council’s ability to borrow to finance investments, as there is a provision in the Local
Government Act 1997 that local governments are only allowed to borrow up to 25% of the value of
their own-source revenue. Given the negligible amounts of tax being collected, KCC was never able to
go to the market to borrow. Additionally, because Kampala was generating a large proportion of GDP
and revenue for Uganda as a whole, it did not receive sufficient intergovernmental transfers from the

national treasury to cover the shortfall in the council’s funding.

The KCC therefore remained chronically underfunded. Coupled with significant governance
challenges, which included high levels of corruption and successive, seemingly arbitrary interventions
by the President and national government, it struggled to provide the necessary local infrastructure and
services for a rapidly growing urban population. As a result, Kampala became notorious as a place

mired in crime, congestion, corruption and growing poverty and inequality.
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The KCCA Act: the recentralisation of Kampala

Prior to 2005, Uganda was officially a one-party ‘democratic’ system. However, when it transitioned
constitutionally to a multi-party system, opposition political parties started to form and quickly gain
traction, particularly in urban areas and, most significantly, in Kampala (Goodfellow and Titeca 2012).
As with many cities across the world, Kampala is a highly politicised urban setting, and this atmosphere
was arguably heightened by the introduction of political decentralisation reforms which opened
contested spaces to new actors, both state and non-state, to compete for both economic and political
power. When multi-party elections were conducted, the NRM lost significant ground in Kampala, which
was then, and at every election since, comfortably won by the opposition parties.

Kampala’s strong association with opposition has shaped the President’s handling of the city, which
has been driven by two main factors. On the one hand, its dysfunction arguably worked in the NRM’s
favour as the party has used this to emphasise the inability of the opposition to manage the city. This
has, at times, led the President to ignore Kampala overall and rather focus his efforts, and patronage, on
his strong rural base. On the other hand, Kampala is the economic core of Uganda, including the site of
80% of the country’s overall industrial activity, and contributing 50-60% of Uganda’s GDP (Delbridge
et al. 2022). As such its dysfunction has had wider and consequential effects, hampering the overall
economic growth of the country. During KCC’s time, these competing pressures of being a centre of
increasing political opposition, yet at the same time being the much-needed economic engine for
development, led to a haphazard approach with respect to the management of Kampala and the
President’s interventions into its affairs. However finally, and arguably in an effort to stem the loss of
political control, the President started a drive towards recentralisation to re-consolidate his power (Tripp
2010; Gubser 2011; Lambright 2011; Lewis 2014). In Kampala, this culminated in the passing of the
Kampala Capital City Act (‘KCCA Act’) in 2010.

KCC’s dysfunction provided the President with a formal reason to recentralise the city’s institutional
structures, which he officially did on the basis that it was not delivering on its service delivery mandate.
The new arrangements, outlined in the KCCA Act, gave Kampala special status as a capital city and,
on paper, more power to manage its affairs. In practice, however, the Act brought Kampala more firmly
within the President’s ambit. For example, as the KCCA was now an authority, structurally it had to be
placed under the remit of a ministry. Instead of placing it under an existing ministry, however, the Act
created a new ministry, the Ministry of Kampala and Metropolitan Affairs (MoKMA), which was in
turn placed directly under the Office of the President. Moreover, the KCCA Act created a new top-level
city leadership position of Executive Director, a role which is largely independent of the elected political
arm of the Authority and has full technocratic and managerial power over running Kampala. Although
this postholder officially reports to the Minister of MoKMA, their appointment as well as their
dismissal, as per the Act, is in the hands of the President. The parallel political leader of the authority

remained the popularly elected Lord Mayor, but the KCCA Act significantly curtailed his or her powers.
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As a result, the person directly accountable to the populace of Kampala effectively became more of a
ceremonial figure rather than being actively involved in the day-to-day running of the city’s affairs.

Increasing own-source revenue collection

The establishment of KCCA did result in initial successes in improving the management and delivery
of services and infrastructure in Kampala. More specifically, when Dr Jennifer Musisi was appointed
the first Executive Director of Kampala, she of course had the full support and backing of the President.
This allowed her to undertake relatively radical reforms, which might otherwise not have been possible,
to clean up the ailing governance situation within the city and, rapidly, institute new policies and
procedures for enhancing service delivery. One of her areas of focus, as well as her notable success,

was with respect to how the city managed to transform and improve its own-source revenue collection.

Some of the reforms that were instituted under her auspices could also be implemented by many other
local governments across Uganda, given the right capacity and political will, as they lie within their
own powers (Andema and Haas 2017; Delbridge et al. 2022). Examples include fully digitising the tax
registration system by developing KCCA’s in-house, city-wide system called ‘e-Citie’. Through this
system, each taxpayer in Kampala was provided with their own individual tax identification number,
which enabled the KCCA to track their payments and monitor any non-compliance. It also helped
reduce errors associated with the manual administration system. Other reforms were simply to reduce
corruption and associated revenue leakages. For example, when Dr Musisi took office, she discovered
that the KCCA had 151 bank accounts, the majority of which were beyond her oversight. These were

streamlined into eight accounts over which the Executive Director had full control.

There was also an organisation-wide shift in terms of how taxpayers were viewed and therefore treated:
rather than seeing them as, by default, wanting to avoid paying taxes, this was reframed as seeing the
taxpayer as a client to whom the KCCA was providing a service. This meant that systems were changed
to make it easier for taxpayers to pay their dues, and through this the KCCA increased voluntary
compliance. For example, revenue centres were decentralised to make payment more accessible and
payment methods were automated and diversified, such as including the option of mobile money
payments using phones. Efforts were made to undertake wide-ranging stakeholder consultations to

ensure that the KCCA was meeting the taxpayers’ needs.

There were other important reforms, however, that could only be undertaken given the fact that KCCA
had special status, including some that were only possible with Presidential support. For example, one
of the important institutional changes implemented with the advent of the KCCA was the creation of a
revenue directorate as a separate entity from the city’s treasury (Kopanyi 2015; Delbridge et al. 2022).
This meant that the directorate’s staff could focus solely on raising revenues. An associated reform,

again only possible with the backing of the President, was that the staff chosen both to fill the newly
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created directorate and roles at KCCA more broadly were able to be recruited outside the conventional,
and usually legally mandated, mechanism of the Ministry of Public Service, which normally assigns all
civil servants to their posts. In KCCA’s case Dr Musisi received special permission from the President
to appoint her own staff, which she did primarily by drawing on highly qualified staff from the Uganda
Revenue Authority and Ministry of Finance, amongst others (Kopanyi 2015). Furthermore, the KCCA
was exempted from the official government pay structures and allowed to pay significantly higher
salaries than those for similar civil servant posts, with the objective of incentivising good performance.
In this way the KCCA became the second highest paying government institution. All of this contributed
to the impacts seen in revenue collection, which as one researcher notes led to the Directorate of
Revenue Collection having “...capacities and procedures today [that] are comparable to capacities

and procedures of revenue administrations in developed countries” (Kopanyi 2015, p. 6).

As a result of these reforms, between the fiscal years 2011-12 and 2014-15, own-source revenues
increased by over 100% to over USD25 million (Kopanyi 2015). In addition, there have been
commensurate increases in transfers from the central government, and renewed enthusiasm for KCCA’s
structures have meant that development partners have shown increasing interest in financially
contributing to the city. For example, in 2018-19 USD45.6 million of KCCA’s budget was coming
from central government grants, and a further USD42.1 million from World Bank support (Delbridge
et al. 2022). These increases in revenue coupled with the wider reforms undertaken during Dr Musisi’s
time at KCCA also translated into improved local infrastructure and service delivery across the city.
Amongst other examples, since the establishment of KCCA 210 km of city roads have been upgraded
and a further 54.1 km have been constructed; two local referral hospitals were constructed and

operationalised; and infrastructure was upgraded in the 79 city-run primary schools.

It is important to note, however, that even with the passing of the KCCA Act, the ability of KCCA to
generate further revenue was still curtailed by the fact that, in most respects, it continued to be treated
like a local government, as per the Local Government Act 1997. This had the greatest impact with
respect to borrowing. As a result of all the financial management reforms Dr Musisi and her team
undertook, including the aforementioned ones with respect to own-source revenue generation, in 2015
KCCA was able to obtain an investment-grade local credit rating (Global Credit Rating 2015).
However, it was still subjected to the 25% borrowing cap and therefore, until today, has not been able

to borrow from capital markets or float a municipal bond. This cuts across fiscal decentralisation.

Tensions: increased service delivery vs decreased accountability

Although the visible transformation of both the KCCA as an institution and Kampala as a city received
many accolades, both nationally and internationally, there were also notable dissenting voices. These
focused especially on the manner in which the reforms were carried out. It was widely known that the

Executive Director, Dr Musisi, and the populist Lord Mayor, Erias Lukwago, clashed on many aspects
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of the direction of the reforms in Kampala. Arguably, Dr Musisi was only able to push through her
reform agenda as quickly and as comprehensively as she did once the Lord Mayor was impeached in
2013 (he was found guilty by a government tribunal of inciting the public not to pay KCCA’s taxes).
This rendered an already weakened political wing of the KCCA nearly wholly ineffective, which in turn
practically removed any direct accountability of the government to the electorate. Many therefore argue
that the establishment of the KCCA severely weakened the link between service provision and
accountability, and that the reforms did not reflect what the average citizen of Kampala wanted or
needed (Madinah et al. 2015). Yet at the same time, as highlighted in this paper, the KCCA was
engaging the citizenry directly in other ways, and especially with respect to tax collection, which in

some ways may reflect a contradictory approach with respect to the broader social contract.

Additionally, the parallel lines of responsibility enshrined in the KCCA Act, through separate technical
and political wings, have not only led to effectively three leaders of the city (the Executive Director,
the Lord Mayor, and the Minister of MOKMA — as well as, arguably, the President) but have also further
blurred the lines of accountability to citizens. An amendment to the KCCA Act, signed into law in 2022,
tried to streamline some of the responsibilities between the different actors, but it has not satisfactorily
resolved the issue of accountability to citizens. The Executive Director remains the most powerful
decision-maker in KCCA and is accountable to the Minister of MOKMA, and through them to the
President; whilst the elected Lord Mayor continues to have a secondary role with respect to the running

of the city.

Furthermore, the President continues to intervene in haphazard yet significant ways in KCCA'’s affairs,
including when it comes to raising revenue. This matches his increasing tendency towards personalised
political rule, a situation in which “the connection between leader and followers is based mostly on
direct, quasi-personal contact, not on organizational intermediation” (Weyland, 2001, p. 13). A recent
example was the President’s intervention on behalf of the owners of ‘taxis’ (in this context, 14-seater
minibuses) who were complaining about the hike in fees they pay the KCCA for operating within the
city’s boundaries. They complained directly to the President who subsequently issued a directive that
mandated a reduction in fees, which again severely impacted an important revenue source for the
KCCA. This follows a similar pattern to the President’s other interventions on behalf of important urban
voter bases, in order to increase his political support in the city (Goodfellow and Titeca 2012). Such
Presidential directives, which are becoming increasingly frequent, further widen disparities between

legal provisions with respect to decentralisation and their de facto implementation.

Further recentralisation
When Uganda held an election in 2015, it was the first time that the President’s NRM party lost all
parliamentary seats in Kampala to the opposition. This was a major blow to the President’s ambitions

as well as his intended vision behind the creation of KCCA, which was predicated on improving service

CJLG December 2022 165



Haas Decentralisation, revenue and the capital city: Kampala, Uganda

provision to the extent that it would regain votes for the NRM in the most densely populated area of
Uganda. In addition, the same Lord Mayor was re-elected, despite his impeachment in 2013, albeit this
time as an independent candidate. Given his discontent with how the city was being run, coupled with
his brief removal from power, he re-emerged on an even stronger populist platform. This was founded
on strong opposition to what he termed an autocratic approach to the reforms being undertaken by the
KCCA, rendering him even more hostile to the Executive Director’s undertakings. The President
outwardly blamed the poor election results on what he termed the Executive Director’s ‘heavy-handed’
approach to managing the city. As a result, his support for subsequent reforms waned significantly,
leading to a hiatus in further progress. This culminated with the very public resignation of Dr Musisi in
2018, through a letter shared with the media, that not only outlined all the successes the Authority
achieved under her tenure, but also highlighted that she no longer felt able to carry out reforms for want

of political support.

Compounding these challenges has been the further recentralisation of fiscal structures since the passing
of the Public Financial Management Act 2015. Although this Act had the aim of strengthening
accountability and transparency in expenditure management, it has effectively reversed fiscal
decentralisation (Mushemeza 2019) by removing local governments’ (including KCCA’s) control over
their own-source revenue. Anything collected at a local level must now be remitted to a single treasury
account administered by the Ministry of Finance, Planning and Economic Development (MoFPED). To
retrieve these funds, local governments and the KCCA must submit their requests for approval of
expenditure to MoFPED. This has not only removed fiscal authority and autonomy from KCCA, but it
also further undermines transparency and accountability, as well as reducing the incentive for KCCA
to increase local revenue collection when it lacks control over how these funds are spent. Although the
provisions in the Public Financial Management Act conflict with those in the Local Government Act
1997, MoFPED has argued that the former takes precedence precisely because the majority of local
government budgets are centrally funded and as such, need to be centrally administered (Mushemeza
2019).

A positive or negative move for Kampala?

The initial years of the KCCA have starkly split opinion. There are many who felt that the period from
2011, when the Authority was first inaugurated, until Dr Musisi’s resignation in 2018, were Kampala’s
heyday when the city finally seemed to be on a positive development trajectory. There were visible
changes to city’s infrastructure and service delivery and, as highlighted above, notable changes in
systems and processes that reduced corruption, increased transparency, and raised overall revenue
collection. They argue that in the case of a city like Kampala, which is urbanising at such a fast rate,

and where investments need to be made now to avoid the challenges of retrofitting in the future, urban
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governance structures that are more centralised, and thus allow for quicker decision-making, are more

suitable given that the alternative options will move too slowly.

There are, however, others who feel that the changes made, including for example improvements to
roads, disproportionately benefited the upper and middle classes in Kampala, and that most of the
population, the low-income earners, were neglected by Dr Musisi’s reforms. Those opposed to the
KCCA’s approach further point to policies that were suggested, and in some case implemented, to ‘clean
up the city’, including frequent arrests of informal street vendors in an effort to get them to move to
more organised, dedicated marketplaces, as well as periodic threats to ban boda-bodas (motorbike taxis)
from the city. Protecting the interests of the ‘ordinary Kampala citizen’ was the platform on which the
Lord Mayor ran, and continues to run, his very successful campaigns.

Decentralisation has by no means been a linear process in Uganda, but especially in recent years there
have been significant reversals. Changes in incentives for the President and his ruling NRM party, with
the advent of multi-party democracy in 2005, have seen a shift away from the initial positive steps
towards empowering local levels of government to take decisions and making them more accountable
to their citizens. As highlighted in this paper, the overall recentralisation is perhaps most evident in the
case of Kampala, with the passing of the KCCA Act in 2010, which was adopted both to improve the
management and service delivery in the city but, importantly, also to increase the President’s control
over an opposition stronghold. It has produced successes, as in the case of own-source revenue
collection, but it also has had significant drawbacks with respect to citizen accountability. Therefore,
whether these institutional reforms will, on balance, positively impact the overall success of Kampala

on its path to becoming a mega-city, still remains to be seen.
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