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NTRODUCTION

1. Since the Arusha Declaration of 1967 Tanzania has set before
itself the goals of socialism and self-reliance. In achieving these
goals the Government has recently emphasized an urgent need for the
development of the rural sector where the bulk of the country's popu-
lation lives. It has also recognized the limitations of centralized
planning in bringing about widespread rural development consistent with
people's participation.

Philosophy Behind Decentralization

2. Tanzanian leadership has expressed its belief that pegple must

be given "power over their own lives and their own development'X/ and

this naturally called for a reform in the existing system of planning

where "to the mass of the people, power is still something wielded by
others -- even if on their behalf". The decentralization of administration
ot Tanzanian Government, announced by President Nyerere in May 1972,%/
should theretore be considered a major institutional change in order

to democratize the decision-making process for planning and foster
development from below.

3. Before July 1972 the planning and control of development of
the Tanzanian economy was concentrated in Dar es Salaam and so were the
bulk ot Government's technicians, engineers, bureaucrats and finances.
The country did have a system of local governments but their role in
economic development was really minimal, their finances very weak and
their statt extremely poor. While many ministries from the center

did post some of their own statf in the regions and districts, such
officials were given no authority of their own nor did they enjoy any
discretion. In fact each such functional officer felt more responsible
to his own ministry in Dar es Salaam than to working in coordination
with others in solving local rural problems.

1/ A1l the quotes in this Chapter have been taken from President
Nyerere's speech, entitled "Decentralization" given in May 1972.

2/ The original Act in respect of decentralization was passed in
July 1972. It was called "The Decentralization of Goverrment
Administration (Interim Provisions) Act, 1972" and was to
expire on July 1, 1973. The life of this Act has now been
extended up to December 31, 1975.



L. The wishes of the local people did not seem to influence the
regional or district plans in any significant manner. Consequently
people felt no involvement in or commitment to their development plans.

It was therefore difficult "for local people to respond with enthusiasm
to a call for dew elopment work which may be to their beneflt, but which
has been decided upon and planned by an authority hundreds of miles

away". This lack of local participation in development seemed to
Tanzanian leaders contrary to the country's ideal of democratic socialism.

Objectives of Decentralization

5. It was to remedy these weaknesses of the existing administrative
structure that decentralization of the planning process as well as
implementation of the plans was considered absolutely essential. 1In
amnouncing the new structure the Government hoped that the following
objectives of development would be simultaneously furthered:

(a) As under the new system "the Regions and Districts
will be free to make their own decisions about priorities
and methods of work", this would mean that the process
of decision-making would be substantially democratized.
It would also meax that the wishes of the local people
from now on would greatly influence the formulation of
the local plans. In addition, to the extent lower level
(regional and district) administrators would be provided
with the qualified functional staff from the Center to
achieve inter-functional coordination and "for the im-
plementation of their approved part of the plan", more
effective project preparation and implementation could be
expected to result. On the whole, thus, the major
purpose of decentralization was "to ensure that future
economic planning stems from the people and serves the
people directly.".

(b) If "local responsibility is to become a reality, greater
financial control must be vested in the Regions and
the Districts. They must also be allowed to exercise
self-discipline in financial matters, and be allowed
some discretion in the use of money allocated to them."
This would mean that Regional and District Administrations
would enjoy substantial spending authority and financial
discretion under the new system so that '"the amount of
red tape and bureaucracy"” would be cut down and "the thicket
of red tape and the tyranny of 'the proper channels'"
eradicated. As a result it was believed that marked
improvement would take place both in plan implementation
and speed of development spending. Besides, the regions
and districts would also have some incentive to cost-
effectiveness, for "If they are able to economize . . .




while maintaining acceptable standards, they will be
allowed to use their 'savings' on other projects.”

(c) Once the local people can see their needs being
fulfilled, they would be eager to participate and contribute
voluntary labor to the development projects. Consequently
self-help element in the development effort would sub-

stantlally grow.

(d) The abolition of the former system of local governments
and its replacement by the decentralized administrations
would permit the Central Government to implement its
policy "of a gradual equalization of well-being between
different regions" and the achievement ot inter-regional
equity in the availability of essential public services.

Possible Dangers ot Decentralization

6. All these great hopes from decentralization were, of course,
not without dangers. The Government showed awareness of at least two
possible dangers and took the necessary safeguards.

7. First, as the lower levels of administration would not have
any revenue raising authority of their own, it is possible that they
might not fully appreciate the "™value" of public funds or the "costs"
of raising tax revenues.

8. In order to make them fully conscious of the need for fiscal
discipline, it was clearly laid down that "Districts or Regions or
Divisions or Ujamaa villages, as the case may be, will not be allowed to
spend more than they are given." Besides, it was emphasized that

they would be held fully accountable to the public. "If a region gets
the money for five dispensaries and health centers, they will have to
show five dispensaries and health centers at the end of the year or
produce the money in lieu . . . (i.e.) at the end of the year they will
have to be able to show projects for all the money they have been allo-
cated and have spent - together with the accounts!"

9. Secondly, in a situation where the desires of the masses a
to be given due recognition there exists a real possibility that pub
resources might in some sense be '"over-allocated" to the provision of
social services at the cost of productive investments. Or, in other
words, decentralization could possibly carry with it the seeds for an
undesirable "imbalance" between social consumption and economic investments
in the use oT Iimited publlic resources.

10. Once again, this danger was foreseen and it was st

could be expected to do much more than pay for the future recurrent
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costs of the non-revenue earning investments it proposes."

Organization of Report

11. When President Nyerere announced the decentralization of
Tanzanian Government administration he observed that 'The details of the
financial arrangements are still being worked out." The present report
therefore begins with a description of the financial, as well as admini-
strative and planning arrangements which have evolved since May 1972
(Chapter I).

12. It then attempts to evaluate, though somewhat qualitatively
at this stage, the achievements of decentralization in terms of its
above mentioned objectives viz:

(a) Democratization of the decision-making process and its
impact on sectoral allocations of government resources
(Chapter II);

(b) Financial autonomy and discretion given to the regions
and districts and its impact on self-help contributions
for and local participation in development (Chapter III);
and

(c) Decentralized Planning and its impact on the achievement
of inter-regional equity in public services (Chapter IV).

13. The report also indicates certain problems with the working
of the financial control mechanisms and highlights the distinct
possibility of expenditure explosion following decentralization (Chapter V).

1. Finally, the report concludes with certain hypotheses regarding
the impact of decentralization which should be tested as more data
become available (Chapter VI).

CHAPTER I. FINANCTAT ARRANGEMENIS UNDER DECENTRAITZATION
1.01 A description of the financial arrangements between Central
Govern t and Rna1nna1 and District Administrations must 'hm-!n with

a2 LAl oLl il ads WV L

“e
ement on the state of local government finances before decentraliza-
d the economic implications of such a sitvation had it been allowed

alldd e L VLS Ba Ve uwdlY QAL UW

to ontlnue for long. A brief description of the present admlnlbtratlve
and planning structures is also relevant to a .

present ilnan01a1 arrangements.
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Iocal Government Finances Prior to Decentralization

1.02 Before the decentralization of administration in 1972, local

government systemﬁgi TPanzania was organized into 58 rural district

as
councils and 15 town councils. 7The rural districts diifered from each

other widely in terms of area and population. Masai, the largest rural

distrigtA for example,; was more than 120 times Mafia Tsland the small

= U8R R RPAW

es
in area. Similarly, Kilimanjaro, the largest in populatlon, was over 28

times Mafia Tsland. Same was also true of town councils -~ Dar es Szl

Vadne e Pailuaa e WS Naa

the largest municipality was 33 times the smallest town of Bukoba.

m
uy

1.03 A1l local authorities undertook activities generally fit to be
pursued at the local level; in addition, the administration of primary
schools and health services had also been made their responsibility since
1962, '
1.04 To finance these services, rural district councils received
bulk of their revenues from local rate -- a sort of graduated poll tax --
and produce cess. Most of the revenues of the town councils, on the
other d, came from three separate property taxes -- site rates, urban
housing tax, and municipal house tax -- and licenses, fees and other charges.
In addition, both rural and urban councils received loans financed from
the local governments' Loans Board. Published data for 1967 suggest
the following relativ e‘importance of different taxes in local government
nces: local rate 36% oduce urban pert

36%, produce tax 6%, urban property taxes 6%,
urban licesnes, fees and charges 8%, market dues, prlmary school fees
d o nistrative charges 143, and income from property and

% y, Central Govermment grants-in-aid accounted for the

remaining 26%.~/ The expenditure pattern of local authorities, in tum,
was as follous' education accounted for 96%, administration 29%, health

—— e 2 PSR = s

13%, roads 9% and natural resources 3%.%

1.05 The Central Govermment in Tanzania was not satisfied with the
financial position of the local authorities and this for many reasons.

1/ About 82% o1 tnese granus were given 1or eaucation (inancing
teachers' salaries in particular) and another 12% for health
services and the rest for road maintenance and towards the
salaries of senior administrative staff. See Tax Reform Planning
in the United Republic of Tanzania (a study by Ibrahim M.

Kaduma and Jitendra R. Modi presented at the Meeting of the
Expert Group on Tax Reform Planning, 8 - 1L September, 1970,
under the auspices of United Nations, New York), Table VIIT.

2/ These percentages relate to the year 1966 and are taken from
IMF's Report on Local Government Taxation in Tanzania, prepared
by S.B. sSkutton (January 28, 1969).
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he PaTLLamcuu stressed "We are gravely concerned at the deterioratir ng
financial situation of the Local Government Authorities as revealed

his and previous reports. There are evidently serious short-comi g
th the collection and spending of revenue, and we consider that to

medy these, the efyeﬁsi‘v‘e re-organization of the system of local govern-

ment is necessary " The local authorities were not generating enough
revenues on their own and as a result their dependence on Central
Government grants was rapidly growing. Whereas in 1961, Central Government
was called upon to contribute only 114 of total local authority expendi-
tures, in 1967, its contribution had grown to about 26%.2/ The "own"
revenues of the local governments did not show much elasticity -- they
remained at about L% of GDP all through the decade of sixties and, as a
share of total (central and local) revenues declined from 21% in 1961
to 15% in 1968. The Central Government transfers to local authorities
absorbed almost LOZ of the former's total current expenditure in 1968/69.
Despite all this help from the Center the liquidity crigis of local authorities
was forcing many to ignore capital spending altogether.Z’

1.07 Secondly, the manpower and administrative costs of collecting
most local taxes, local rates and urban property taxes in particular,
were found to be so high and tax evasion so widespread that it did not
seem worthwhile to continue collecting many of these taxes without
major reforms.

Inequities oi Local Finance

1.08 Third, and this perhaps was the most important problem, local
authority finances perpetuated many inequities. There were signiticant
differences in the levels of public services offered by different districts
as indicated by the local expenditures per capita. Whereas, for example,
the cost of local government was Sh 18 per capita in the rural districts
in 1966, it was Sh 101 per capita for all towns. The substantial dif-
ferences between rural and urban areas were thus apparent. Even among
themselves, there were substantial differences. Among rural districts,
for example, local expenditure per capita ranged between Sh 11 in Kigoma
to Sh 32 in Kilimanjaro. Similarly, in the town councils, it ranged _
between Sh 65 in Dodoma to Sh 106 in Dar es Salaam and Sh 113 in Moshi.2/

1/ Quoted in the Budget Speech, 1959/70, p. 16.
2/ Tax Retform Planning in the United Republic of Tanzania,
Tables VIII and XTI.
3/ R.G. Penner, Financing Local Government in Tanzania (1970).
L/ Eugene C. lLee, local Taxation in Tanganyika (1965), pp. 39-LL.

5/ IMF's Report on Local Government Taxation in Tanzania, pp. 8-9.
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1.09 while some of the inequity in the local government cost per
capita might have resulted from the differences in the size and density
ot t

1

1
population as well as the size ot the area comprising various district
or town councils, other relevant factors here were the diiterences in
the levels of prosperity of different rural districts and towns and the
dirferences in the rates and structures or taxes which orten determined
their respective revenue generating capacities.

[
H

1.10 The rates of taxes varied significantly from one district to
another. The amount of minirmum local (personal) rate, for example,
varied from Sh 25 in Nachingwa district to Sh 65 in Kilimanjaro district.
The maximum rate also ranged from Sh 60 in Maswa district to Sh LSO

in Kwimba district. The levels of income to which the maximum local
rates applied also varied from Sh 2,400 to Sh 25,000. The tax treatment
of women also differed from district to district. Such a great variation
in local personal rates and exemptions from one district to another

was obviously highly inequitable and unacceptable in a socialist country.

1.11 Same was also true for produce cess, a kind of local sale

tax on marketed produce including exports, levied on agricultural, livestock
and fish products up until 1965 when the Central Government forced uniformity
from above in the rates of these taxes. It has been estimated that

about 88% or the produce tax revenues were_collected from the smallholders
and only 12% were attributable to estates.’/ This, once again, was
unacceptable to socilalist leadership.

1.12 The burden of local taxes in town council areas also varied
from one area to another. On the assumption that the burden of property
taxes (i.e., site rate, the municipal house tax and the urban house tax)
was shifted to tenants and lodgers, the burden per household, independent
of size, was estimated to range between Sh 35 in Tabora to Sh 100 in
Arusha.2/

1.13 It was not only that the local taxes generated and perpetuated
inter-district inequities, most of them were also considered to be
regressive with respect to income and inelastic with respect to tax bases.
Largely because of their regressivity with respect to income it was found
that the average burden of local taxes did not vary much between rural
and urban areas. The average burden of local taxes in rural districts
was Sh 51 against Sh 66 in the towns.3

l/ Ibid’ po 270
2/ Ibid, p. 33.

3/ Ibid, p. 36.



1.1h The rural-urban inequity, the inter-district as well as the

inter-personal inequities implicit in the local tax systems became the

focus of Government's attention particularly after the Arusha Declaration

. .
h ot socialism. The Covermment

of 1967 setting the country on the pat
now desired a near unitormity in tax treatment, removal of certain
o b
e

5

nuisance taxes and the introducti " progressivity in the tax burdens.

3l out of 58 rural districts and 8 out of 15 town councils overspent in
1966 running down their reserves to dangerously low levels or ending the
year with bank overdraits -- and that pressure was mounting through the
Public Accounts Committee of the Parliament as regards the quality of

local tax and expenditure administration forced the Government to start
thinking about the overall reorganization of the system of local governments
in Tanzania.

-~ /

Local Finance Reforms, 1969/70

1.15 As a first step, the Govermnment took the following measures
at the time or its 1969/70 budget.
1.16 First, the local (personal) rate was abolished with etfect

trom January 1, 1970 which was the start of the next financial year
for all district councils.

1.17 Second, the produce cess was abolished immediately, i.e.,
with eftect from June 20, 1969.

1.18 Third, it was announced that in due course the Government would
aim to have a single tax levying and collecting machinery to serve both
the local authorities as well as the Central Government. The idea
behind such a move was to use the country's tax system as a developmental
and redistributive tool in a more vigorous fashion.

1.19 It was estimated that the district councils would lose about

Sh 110 million in revenue due to the abolition of the local rates and
produce cesses. To balance their budgets, the Central Government decided
to take over some at their more expensive functions, particularly the
maintenance expenditures on rural health centers, rural water supplies,
district roads, and the payment of salaries of categories A and B
primary school teachers. At the same time it was also decided to make
compensatory payments of about Sh 32 million to the district councils.

1.20 To finance the extra burden of these compensatory payments and
their newly acquired functions from local authorities the Central
Government decided to levy a national sales tax on a variety of imported
and locally manufactured articles. By abolishing the two local taxes,
which were primarily paid by the farmers, and levying a national sales

tax, which was expected to be paid primarily by the urban people, the
Covernment immediately shifted the tax burden framrural to urban population
and corrected the past rural-urban tax inequities resulting from local
taxation.



l.21 During the period 1970/72, rural local governments thus operated
at a substantially truncated level. They were stripped of all of their
taxlng authority though they did continue to collect fees, market dues

and certain other charges yielding relatively small amount of revenues.

On the expenditure side their activities in relation to rural health,

roads and water supplies were completely taken over. As far as the

town councils were concerned their functions and taxing powers were not
changed up until early 197L.

1.22 As 2 result ot these changes, the revenue pattern or district
councils changed markedly. In 1971, 80% ot their revermues came from the
Ceantral Government as compensatory payments and grants, 7% from primary
school fees, 5% from market dues and other fees, L% from liquor licenses
and another L% as income from rented property and investments. On the
expenditure side now close to 60% of their receipts were spent on educa-
tion, 15% on administration and 25% on all others.l/

1.23 A1l these were obviously transitional arrangements which, as

far as local governments were concerned, could not have lasted for long.

In effect, they paved the way for the abolition of local governments as
separate entities and the decentralization of (Central) Government
administration in May 1972.5/ Tt must be pointed out here that the process
of decentralization is still contimuing. For example, all urbagn councils
were brought under decentralized administration early in 197L=/ and two
nev regions of Dar es Salaam and Rukwa were formed on January 1, 197L.

Decentralization: Administrative Structure

1.24 The main highlights of the decentralization announced in 1972
were as follows:

1/ IMF Report on the Rationalization of Taxes in Tanzania, prepared
by R.N. Malhotra (June 29, 1913), oP. SL-57.

2/ Even as it was a two-tier Government performing largely the
same kinds of tasks it was considered by many too costly for
a oountrv with limited skilled personnel.

3/ The 197L/75 budget also abolist he cam ban 1
preperty taxes accruing to the urban councils and rep
by a single charge called the "Land T a [
yielding a similar amount of total revenues to

exchequer.

e St



(a) First, the rural district governments were abolished right
away and their assets and liabilities becaT7 the assets
and liabilities of the Central Government.~’ Their existing
staff now became Central Govermment employees subject to
the same salary structure, personnel policies, and
conditions oi service as the existing employees of the
Central Ministries.g/ A decentralized structure of ad-
ministration replaced the former local govermments. This
structure consisted of the Central Government, Regional
Administrations and District Administrations. The
structures of the last two are described in the attached
charts (pp. 12 and 13). The whole country was initially
divided into 18 (now 20) regions and about 65 (now 73)
districts.

(b) Second, agricultural and rural development as well as
the development of small industries and commerce were
made the primary responsibility of the District and
Regional Administrations. To make this efrective, nine
Central Ministries viz. Agriculture, lLands, Housing and
Urban Development, Natural Resources and Tourism, Health,
Education, Water Development and Power, Commerce and
Industry, Commnicationsand Works, and the Prime Minister's
Office (responsible for Regional Planning) were decentralized.
As Table 1.1 shows, Regional and District Administrations
were made responsible immediately in 1972/73 for spending
about 52% of the recurrent budget and 10% of the develop-
ment budget of the decentralized Ministries.

(c) This also meant that their sgtaff was now dispersed into
the Regions and Districts.Z2/ These staff were now to
receive their direction from and be responsible to the
Regional Development Director rather than any Central

Section 8(b) oi the Decentralization Act.

Section 9 of the Decentralization Act.

Tt is estimated that nearly 3,000 high-quality central employees
have been dispersed into regions since 1972/73. Many of them
had been promoted to higher positions as an "incentive". In
addltlon, they had to be provided with hous in the regional
hpadnuarfp’r‘q or rural areas. A1l these factors must have
- WO e Iiad. Wi AT OV 4G ave

resulted in substantial budgetary costs but jhen they are considered
1n=ﬁm-¥ ficant in commarison with the beneiita wwhich +kho 12

canlv AP al’ASon with vilC OCNEeilT8 Wiicn vieé navion

is expected to reap trom decentralization.



Table 1.1: TANZANIA:

DEGREE OF MINISTERIAL DECENTRALIZATION SINCE 1971/72

(in millions of Shs.)

Recurrent Expenditure

Development Expenditure

1972/73 1973/74 1974/75 1972/73 ° 1973/74° 1974/75
(PA) (AE) (BE) (PA) (AE) (BE)

1. Office of the Prime Minister 84.2 81.0 60.6 17.7 69.1 87.3

2. Agriculture 88.8 200.4 103.1 102.2 146.4 319.6

3. National Education 192.0 224 .4 308.1 59.6 53.8 63.3

4. Commerce and Industry 10.6 14.4 20.7 26.3 47.3 150.5

5. Communication and Works 74.6 90.2 99.0 359.2 374.3 202.9

6. Lands, Housing and Urban Dev. 9.4 9.7 12.0 8.5 30.5 30.4

7. Health 95.1 96.2 116.2 5.0 35.5 47.7

8. National Resources and Tourism 39.3 34.7 41.8 39.9 54.6 49.7

9. Water Resources and Power 42.9 32.9 52.8 189.6 348.7 380.1

10. Nine Ministry Total 636.9 783.9 814.3 808.0 1,160.2 1,331.5
11. Regional Total 700.4 773.5 976.7 92.4 194.5 297.5
12.  (10) ; (11) 1,337.3 1,557.4 1,791.0 900.4 1,354.7 1,629.0
Ratio of —%(2)—— 47.6 50.3 45.5 89.8 85.6 81.7

PA = Provisional Actual

AE = Approved Estimate
BE = Budget Estimate
SOURCE: Budget Estimates, Various Years
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Mlnistry 1/ The remalning staff of the nine decentralized

PR |

Ministries now pJ.ayea the role of gunerdq_,Ly .La.y.l.u.g down
the policy framework and plan guidelines, f1x1ng user
charges, and glving technical assistance and guidance

whenever necessary. They were not to monitor and control
PN S | PP, |

r,ne WOI‘K OI the Olllbla.LS empLoyea 1_n tne neg.x.ond..x. ana
District Administrations.

Fourth, the Regional and Area Commissioners who were

to be appointcd by the President were to be like ministers
in Regional and District matters. Similarly, the Regional
Development Directors and District Development Directors,
to be appointed by the President's Oifice, had the same
position as principal secretaries to ministers. Thus

in their own jJjurisdictions the Develcpment Directors were
given real power and responsibility for management, includ-
ing the administration of regional (and district) budgetary
funds.

Firth, political bodies and executive agencies were
fully integrated under decentralized administrations.
For example, the proposed plan of a district or a region
is prepared by the executive agencies but it cannot be
forwarded to the higher agency until it was approved by
the TANU District Executive Council or the TANU Regional
Executive Council.

Decentralization: Planning System

1.25

The most important impact of decentralisation was, however, on

the planning process and the implementation of development plans. Wwith
effect from July 1, 1972 the responsiblility for planning and contrcl has

Yet, as mentioned earlier, the personnel policies have now
become centralized. The hiring, firing and promotion of
onal staff remain a central responsibility. This system

create problems of "dual loyalty" of the decentralized

f who might now be spending too much time writing reports
nded to make an impression at the Center and perhaps too
le on actual developmeni work.
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been decentralized to the Regional and District Administrations. They
8Ye NoW respouns 5351 \, for carrying oui the plans as well. The role of

the Prime Hinister's Office is dmply to provide the overall plan
gnidelines, monitor the physical performance of the plan, coordinate the
phasing nJ" the projects , and to provide aid in effective corractive actions
once the lower level administrationz have identified potential and

antual pv-t ema ¢r bottlenecks.

1.26 Although the system of deceniralized planning is still evolving,
efforts ars being made to inculcate the following two elements into it:
Firstly, the plarning process must really start at the villege and ward
levels. As it stands now, district is the first level at which the
formal plans originate and are prepared. The initial suggestions made

by the pecple for the development projects in their area are compiled

and codified by the district functional officers and used as 2 basis for
drawing up the district plans. These &raft plans are then approved by
the people through their District Develcoment Committees as well as by
the TANU District Executive Committees before they are sent upwards to
the Regional Administration to be reconciled with plans of other districts

and finaily to be forwarded to the Center.

1.27 In formilating their plans, the District Administrations are
expected to specify nct only how much each project will cost or what

type of manpover, equlpment and materials will be needed but
many nnrmm will benefit from the

nro i
many people 11 benefit from the pro
phases of the rhysical progress of the project. In this way i
pm—-\nﬁﬁ“p{i that out ’

S LAl vlialL O

1 + i+
plannlng contrel mechanism will be autcomatically establishe
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1.29 The 1974/75 "Plan Guidelines", for example, suggested that
directly productive investments, economic infrastructure amnd social in-
frastructure investments should receive investible funds of sach region
in the proportion of 3L, 16 and 50%, respectively. This overall guideline
could, however, be nodlfled only in ths interest of interaregional balance
in public services. Given the national targsts of education. health,
water supply. hou51ng, etc., those reglons which were below the ™ational

average” in respect of a particular service were encouraged %o spend more



on it. The achievement of inter-regicnal equity in public services and
taking the whele country towards the lo ngatﬁrm national targets with
regard to different public service seem ve been two paramount
considerations in the allocation of developmer ;t funds since decentrali

VAd ANA & A AV
zation.

1.30 Under Tanzania's decentralized structure, annual planning and
control cycle goes through five stages:

(i) Reviewing Performance (July-August). At
District anH’ReglonaI Administrations re
for the completed plan year and determin
current and next (fiscal) year's plan.

(ii) Establishing Plan Guidelines (October-November). At this

stage the lower level administrations review the preliminary

guidelines proposed by the higher level administrations.
The regions review those proposed by the Center and the
districts review those proposed by the regions., Only
after their interaction the final regional and district
guidelines are prepared by the Center and the regions,
respectively.

(iii) Preparing Plans (December-February). During this period,
e District Administrations identify programs to be

included for the next two years, select and document
specific projects for the first plan year and prepare
the drafi district plans. The Regional Administrations
simultaneously document possible regional projects,
integrate regional and district project proposals and
prepare a draft regional plan. For each project a stage-
by-stage "Action Plan" is also expected to be formulated.

(iv) Reviewing and Approving Plans (March-June). During this
period, the Center approves the regional plan for the next

fiscal year and authorizes its implementation and similarly
Regional Administrations approve district plans and authorize

their implementation.

(v) Controlling Implementation: Over the plan year regions
and districts are required to produce "Quarterly Physical
Progress Reports", "Quarterly Financial Reports', and an
"Annual Programmes Performance Review" for the higher
levels of administration. These reports, along with any

"Problem Report" which might be generated during the course

of the implementation of a plan are used to monitor and
trol the plan implementation.
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1.321 The Govermment recognizes certain serious constraints on an
effective plannlng under the decentralized system and these include a
serious lack of ined and skilled personnel, the inadequacy of even

. » tr

basic information necessary for district level planning, and the existence
r ical communication problems between the districts and

regional headquarters as well as between the regions and the Center.

Within these constraints, however, Tanzania Government is doing as best

W visad VIACWIOT Wwsaao 2V §

as it possibly can; it certainly gives the impression of having generated
a great deal official enthusiasm about and commitment to the new

a gL o O G O clilclal enthy -~

experiment.

Decentralization: Financial Arrangements

1.32 The financial arrangements between the Center and the Regicnal
Administrations can be discussed under varicus sub-heads. The general

questions of taxing powers of the regions as well as the methods by

which the levels and pattern their recurrent and development expenditure

Ul L Cdd v A il od g -
are determined are discussed in this Chapter and Chapters II and IV.

The questions of expenditure cretion, tender and procurement procedures,
etc., are discussed in Chapte I while the working of the financial

L __ L oYY

controls is described in bnapuer Ve

Ehg 0

Taxation and User Charges

1.33 Under the decentralized system, the Regional and District
Administrations have no taxing powers ot their own. As was mentioned
earlier, gradually the taxing powers oi the former local authorities

S -

Central Govermment. The exlisting system of local taxation w
perpetuate rural-urban tax inequities as well as inter-personal inequities.
The centralization of taxing powers, it was thought, would permit the
Government to pursue a tax policy with a heavier equity orientation

and also get rid ot some taxes levied on the very low income earners

since pre-independence days. In addition, it was argued that it would

el @ 2 an m...... -

economize on the tax administration which was in short supply in Tanzania

-l
PO
were taken away in the late sixties and early seventies and vested in the
a £~ A ~
w 1U LG8

1.3L The lower level administrations in Tanzania consequently receive
all their funds from the Center and whatever 1little revenues they do
collect they do so on behalf of the Center. As is clear from Table 1.2,
they collect less than 2% of all revenues, primarily through urban water
charges and rents of public houses and buildings. Even the rates of

these charges are determined by the relevant ministries at the Center.

1.35 Although it is the responsibility of Regional and District

Administrations to provide primary education, health services and rural

water supply, it is the policy of Tanzania Government not to charge for

Ehese services; consequently no such revenues show up in the regional
udgets.



- 18 -

Table 1.2: TANZANIA: REVENUES TO BE COLLECTED BY REGIONS, 1974/75 (BUDGET ESTIMATES)
(rounded to '000 Shs.)
Hire Rent
of From
Game Agri- Medical Plant, Govt.
Forest and culture and Sale Vehicles Quarters
Water Royal- Fishing Related Sewerage Dental  Market of and and
Region Charges ties Licenses Charges Disposal Charges Dues Fish Craft Offices Qthers® Total
1. Arusha 3,010 300 75 445 11 250 - 700 600 380 1,118 6,889
2. Coast 270 100 26 70 - - 50 25 - 30 329 900
3. Dodoma 1,120 125 25 556 90 55 260 10 500 150 85h 3,745
4. Iringa 835 45 38 255 - 30 30 - 84 164 523 2,004
5. Kigoma 495 210 100 223 - 13 - 140 - 125 318 1,624
6. Kilimanjaro 3,626 632 186 244 501 19 490 15 16 196 1,211 7,136
7. Lindi 661 168 165 213 [ 22 165 - 201 400 93l 2,935
8. Mara 375 12 175 210 5 30 500 25 400 350 61 2,143
9. Mbeya 700 125 210 1,007 - 83 488 - 404 100 kg 3,571
10. Morogoro 2,055 900 420 262 5 110 5 - 500 700 881 5,838
1l¢. Mtwara 770 180 60 48 1 40 115 12 550 305 L7 2,552
12. Mwanza 3,545 80 291 115 105 10 430 150 500 500 1732 7,458
13. Ruvuma 690 5 26 145 - 11 10 - 5 45 35 1,288
14. Shinyanga 882 30 16 219 2 32 166 2 132 60 k16 1,957
15. Singida 375 5 10 393 - 15 160 - - 250 341 1,549
16. Tabora 806 600 5 347 [ 100 205 5 405 55 331 2,865
17. Tanga 3,650 300 151 5 20 400 2 20 500 500 559 6,107
18. West Lake 180 150 31 189 5 25 125 25 230 280 L72 1,712
19. Dar-Es-Salaam - - 558 8 1,000 1 600 500 - 400 b,502 7,569
20. Rukwa 153 133 7 149 3 28 142 3 200 264 308 1,390
TOTAL 24,198 4,100 2,575 5,103 1,760 1,274 3,943 1,632 5,227 5,254 16,166 71,232
Percentages 34% 6% 4% 7% 3% 2% 6% 2% 7% 7% 22% ‘ 166%
Of the Total
Source Financial Statement and Revenue Estimates, 1974/75, Vol I.
* Bulk of these are "Miscellaneous Recelpts” from the Sale of Goods and Services and other Related User Charges as well as
Rents of Public Property other than Government Quarters and Offices.



1.36 Tanzania Government's rationale of not charging for these
services even though bulk of government expenditure goes to finance

these services is not spelled out in any ofticial document. Yet 1t seems
that government revenues could soon, and in fact already have, become

a constraint on the country's rate of capital formation. An attempt
must, therefore, be made to understand this policy.

1.37 The principal argument here appears to be that once a country
has established national "targets" of universally providing social
services like education, health and water supply the way Tanzania has
(see Chapter IV below) it does not make sense to ration them through

the price mechanism for that way it will be within the reach of certain
people and beyond the reach of others. It is this principle which seems
to have guided Tanzania's policy regarding "user charges®.

1.38 It is the policy oif the Government to provide community tap
water within easy reach to everyone, hence there is no charge for it.
However, if an individual wants "special treatment" and wants to receive
"piped" water linked up to his residence he has to pay for it. This
explains why urban water charges appear in the regional budgets but no
rural water charges.

1.39 Once again, it is the policy ot the Govermment to provide
universal primary education by 1989 (now revised to 1977). Consequently,
primary school fees, which ranged between Shs 10-L0 in different districts,
were abolished last year. The secondary and university education are

also free in Tanzania but there the Govermment tries to recover part of
the cost of education through its strict incomes and salaries policy
(including "low"incomes during the national service period of two years)
and its policy of progressive income taxation.

1.40 The regional budgets do seem to contain some, though insig-
niiicant, receipts from medical charges. They, once again, reflect
charges for '"special treatment" which some patients receive in the form of
"better than average'" or class A food or room accommodatim. Otherwise
medical services too are generally free in Tanzania.

1.h41 It is obvious that once the taxing powers ot the Regional
Administrations have been taken away, and they are not given, by virtue
ol political decisions, any powers to collect "user charges" “for most
costly ot the services they provide, they have to depend upon the Center
for almost all the funds needed to carry out their act1v1t1es. An
understanding of how the levels and sectoral allocations of regional
expenditures are determined thus becomes relevant.

Level and Pattern of Development kExpenditures -

1.h2 The manner in which the pattern of development expenditure for
any particular region is decided hag been indicated earlier -- it is

Aae A WU

prlmarlly dictated by the needs ot the people and the overriding criteria or



inter-regional equity. The needs ol the people are partially, if
not tully, inocorporated in the final allocations insofar as the regions are

asked to speciry their priority projects, along with their costs, should

. . . . .
they receive only 50% of the previous year's allocaticns or only 75%

or 100% or 125%. This way the Prime Minister's Office determines what

. .- 4 . :
the regional priority projects are without actually speciiying the exact

allocation ot investible funds to a region. How a decision is made as
] regi ve

)
2w

4
il a parvicuia

P IR [P

t¢ how much ot development finds
year is, however, less clear.

wi recel

1.hs The regions receive two separate kinds of development funds --

| o P ~ 2 o e e o s

an "unrestricted” Regional Development Fund (RDF) and a "project/programme
earmarked" Development Budget. The process by which RDF and development
expenditure allocations are made is described now.

Regional Development Fund

R

1.4k The Regional Development Fund (RDF), which is like an "uncon-
ditional” grant was set up in December 1967. Initially it allotted a sum
o1 hali-million shillings to each region to carry out locally initiated
projects. "This amount was then raised to one million shillings from
1968,69 onwards. The Presidential Circular 1 of 1968 recormended that RDF
should be mainly used for development projects which involved communal
activities and which were related to economic productivity. In particular,
it recommended thav it shold be utilized to (i) increase productivity

of crops, (ii) provide better storage and marketing facilities, (iii)
establish cottage industries and (iv) improve transportation facilities.
Vawever, in actual operation, it has been founa that bulk of this sum

has gone to rinance social services and not productive investments.

The size of the Fund has been growing since its inception. It was

2L million shillings in 1970/71, 30 million shillings in 1971/72 and LS
million shillings in 1974/75. Since 1971/72 Norway and other Scandinavian
countries have been supporting RDF on an increasingly larger scale.

Their financial contribution has increased trom 6 million shillings in
1971/72 to 15 million shillings in 197L4/75.

1.45 The criteria or allocation or RDF amongst regions has also
undergone change over time. During 1968/69 and 1969/7C, each region

was given a flat sum of 1 million shillings. This absorbed 18 million
shillings and the rest was kept in '"contingencies". In 1970/71 for the
first time, the criterion of '"need" was brought into consideration and
size oy the population of a region became the sole basis of allocation of
RDF. A fixed sum of 2 shillings per capita was allocated to each region
with the result that the region with the largest population received

the highest allocation. More recently, the '"need" criterion has been
further developed and the RDF is now allocated on the basis otr population
o+ a region, size of its area and the inverse of the per capita output

ol that region.
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Development Budget

1.L6 As far as development budget ot a region is concerned, some

six months betore the fiscal year is to begin, the lreasury, Development
Plan Ministry and the Prime Minister's Oftrice carry out a forecast of

the level o. development resources which would be available tor the next
tfiscal year. On the basis of the past experience and taking into account
the pipeline of ready projects, the Central Government indicates the
"Guideline" allocations tor Central Ministries, parastatals and regions.

For 1974/75, for example, the respective shares proposed in the "Guidelines™"
were L)i% for the Central Ministries, 339 for the parastatals and 23% for the
regions. While the latter proportion does not appear to be very large

at present it has grown from 1L4% in 1972/73 and 20% in 1973/7L and the

1ntentlon is to raise the regional share even further as the latter's
e a

administrative capability and absorptive capacity expand.

1.47 The "Plan Guidelines'" further lay down "sectoral allocations”
as a guide for regional planning. Table 1.3 gives the 197L/75 sectoral
guidelines issued to the regions and compares them with the budget
estimates ot 1973/7L. It highlights how the Central Government very much
desires that regions expand their investment in directly productive
sectors and reduce development expenditure on economic and social
infrastructure.

1.L8 How far has the Government succeeded in achieving this or is
likely to succeed in this respect is discussed in the next Chapter.

For the present, it needs to be noted that the Prime Minister's 0ftice
indicates to the regions only the total development allocati ion for all
regions ana the sectoral guidelines but does not tell any region what the
level of its development allocation would be. 7This has become a cause of
complaint by certaln 105¢uuo, par vi ularly the better-oit regions with

-~ L P PR oY
to 1ind in due cow Sr.: tav TneEy are nov goir

ol money.

alysis, the goals of inter-regional equity cof
e > "needs" oi a region seem to play an important
role in determining both the level and pattern of development expenditure
racsd 21
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. ajilable pipeline of projects or the aDSOI'p‘Blon
capacity o. a region is less of a determinant at this stage though it
cannot be denied that when it comes to actual spending these factors do
. Experience shows that richer regions quickly
spend their allocations and actually come back to seek development sup-
plementaries while the poorer regions are unable to spend even the
buageted amounts. For example, the available data show that whereas
Arusha (per capita income Sh 762) had spent almost 90 of its allocation
(including its supplementary of 7 million shillings) during the first
nine months o. the fiscal yesar 1975/7&, Tanga (per capita income Sh Lli3)
had spent only 48%, and Dodoma (per capita income Sh 415) only 52%.

For all reglons taken together the ratio of actual spending to total al-

locations was 657 for the same period.



Table 1.3:

I. Directly Productive

TANZANTIA: SECTORAL GUIDELINES FOR REGIONS, 1974/75

1973/74 Budget Estimates

Amount %

1974/75 Guideline Allocations

(in million Shs)

Amount %
(in million Shs)

Investment 46.6 26.3 86.0 34.4
Agriculture 28.2 15.9 43.0 17.2
Natural Resources 15.3 8.6 30.0 12.0
Commerce and Industry 3.1 1.8 13.0 5.2
IT. Economic Infrastructure\
Investment 37.8 21.3 40.0 16.0
Lands 4.3 2.4 5.0 2.0
Comworks 33.5 18.9 35.0 14.0
ITI. Social Infrastructure
Investment 92.7 52.4 124.0 49.6
Education 22.6 12.8 33.0 13.2
Health 23.2 13.1 34.0 13.6
Water 46.9 26.5 57.0 22.8
IV. TOTAL 177.1 100.0 250.0 100.0
Source: Prime Minister's Office.

AV
[3%]
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Level and Pattern of Recurrent kxpenditure

1.50 Whereas in the case of development expenditure, a region

does not know in advance as to how much it is 1likely to receive, in

the case of recurrent expenditure it kmows the "ceiling amount" which

has been fixed for it. Only now it does not kmow how it has been derived.
Within the ceilings, they are free to determine their sectoral allocations
without any interference from the Center. However, as generally about
80% to 90% of their recurrent expenditure is already committed (e.g.,
about 663 of Tanga's recurrent expenditure in 1974/75 is '"Personal
fmoluments") there is not much flexibility left anyway.

1.51 The Treasury Circular No. 1 of 197h, for example, iniormed
the regions ot their recurrent expenditure ceilings for 197L4/75. Table
1.L compiles this intormation and relates it to the 197L/75 budget estimate

which were finally approved as well as the budget estimates of 1973/7L.
''he ceilings permitted a growth of about 3 to 7% with the exception of

Kigoma and Mbeya and the two regions of Dar es Salaam and Rukwa which
had been newly formed on January 1, 197h. Quite obviously; the Treasury

TTia LWL Ll alllial ALY Ll 4o

had not been very realistic in 1mposing its ceilings on the regions.
As it turned out later the regions had to be given more than 25% increase

vill Tl VR Le LALTL L1l S ~ide

over their last year‘s allocations. The recurrent expendlture estimates
of regions and ministries taken together were 31% higher in 197L/75

B Veed il NALLLO LTS Yo viia X L) el LA LS

than in 1973/7L. In part this large increase reflects the rise in

minimm wages and general salary increases, announced in Anril. 197k
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rising prices o1 goods and services purchas ed by the Government, and th

e
expense involved in fully stafting the decentralized administrations and
expanding their activities.

1.52 In addition the growing recurrent burden of the social infra-

structure nrojects, which nredominate the develovment budeet of Tangania
sStrucuure projecis, walch precominave geve_opment bugget Ol lanzania

also explains part of the
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to this sub-head in 1972/73, sh 12 million in "1973/7) and sh 15 million in
197}, /75
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1.53 The Government has been consciocus of its id Wil
recurrent expenditure and, as stated in the Budget Speech for 1973/7&,
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Region
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. Arusha

. Coast*

. Dodoma

. Iringa

. Kigoma

. Kilimanjaro
. Lindi*

. Mara

. Mbeya*

Y TR,
MOTogoro

. Mtwaraw

. Mwanza

3. Ruvuma

. Shinyanga

. Singida

Tabora*

Tanga

West Lake

. Dar-Es-Salaam#

ax

TOTAL

Table 1.4: TANZANTA: ,B§G£9 ¢%AB£QH

1973/74
Approved Estimate

]

Rate of Growth in
1974/75 Ceilings
over 1973/74 (2)

NT EXPENDITURE ALLOCATIONS, 1973/74-1974/75
7

Rate of Growth in
1974/75 .Budget Estimates
over 1973/74 ()

(i1)
49.3
47.0
43.7
37.2
28.2

45.6

1974/75
Ceilings Budget Estimate
(iii) {iv)
52.7 59.8
48.9 38.3
46.2 54.9
38.7 42.4
36.9 38.2
48.9 63.1
34.9 37.4
33.2 36.9
55.6 53.5
47.8 58.9
38.2 42.5
59.0 62.4
34.5 41.7
37.4 47.4
32.6 43.0
42.9 44.0
59.8 73.3
45.9 49.2
44.5 59.8
29.7 30.2
868.3 976.7

RN
184

6.9

30.8

[+-]
~J

v1)

21.3

30.9

Source: Treasury

The 1974/75 and 1973/74 data cannot be related for these regions as they were reorganized zffective January 1, 1974
only to form two new regions, of Dar-Es-Salaam and Rukwa.
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CHAPTER II. DEMOCRATIZATION OF BXPENDITURE DECISIONS:

IMPACT ON SECTORAL ALIOCATIONS

2.01 One of the major objectives or decentralization was to decentralize
and democratize the expenditure decislions. It was thought that the

previous system undsr which the Central Ministries in Dar es Salaam

decided on the projects to be carried out in each district or region was

not conducive to public participation. It was hoped that by letting people
decide through their local political representatives and administrators

as to what they wanted to spend their share of the country's tax revenues

on, bureaucratic elements in expenditure decisions would be replaced

by democratic elements.

2.02 The object of this Chapter is to suggest on the basis oI some
very preliminary data that this does not seem to have happened to any

signlflcant extent. Of course, the available data are hlghly 1nadequate

to propose it as anything more than a mere suggestion at this stag

Vidala saans A ANra

ThlS hypothesis is based on two grounds:

Development Expenditures

2.03 First, the Prime Minister's 0ffice, guided by its estimate
of the bu dvntary resources of the Govermment, restricis very severely
the amount of development funds which each region receives as a share.

Hm'.rp,ver what is gionificant igs that. throuch its "Plan "‘"“delines"

NIaZ U AT Dapasds 4 Vs vy VgLl

-

it also regulates and steers the sectoral allocations of development funds
for a region as well.
2.04 As an evidence of the latter examine Table 2.1 which shows
how the regio development allocations for 197L/75 did not change
materially between Stage I (Initial Guidelines) and Stage III (Final
Allocatlons) This seems to suggest that the Center's strategy o1r al-
Taratdne Tarcar amima A At Var e dae ol 2o wmmd e maed ol o Al

[S1-1# I'o alld I© UC.LL uile

L0CaTlinNg JLar'ger Sums o dir eculy proaucvive ed
share oi social infrastructure investments, whatever the region's own
a3 ~
1%}

desi s, could well be workine Thr F sty
esires, clu.L o8 WoIrding. vuillorvui

regarding the actual regional development expendltu res s

and this makes an evaluatio

difticult.

e
J

Theoretically, or course, it is arguable that through a continuous

nteraction between the public, local administrators and

cials, the "Plan Guidelines" come to reflect the "true”

‘Geple so that a similarity between final aevelqpment allocations
d the initial "Plan Guldelines" issued to the regions cannot

be indicative of the large influence which the Center

s in sectoral allocations for development. However, the probability

this would have happened in just two years after decentralization of

administration is rather small. In case such an assumption is granted,

e 2.1 would seem, prima facie, to suggest the hypothesis that perhaps

"true" democratization with Tespect to expenditure decisions has yet not

taken place.
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Table 2.1: TANZANIA: REGIONAL DEVELOPMENT EXPENDITURE BY PLANNING STAGES, 1974/75

3 i1 T4~m Cha )
il Tirailnl OIiO .y

Stage ILL Stage II'-/-g Stage III-/~§
Amount % Amount % Amount %

I. Directly Productive 66.1 29.2 78.0 35{1 84.0 31.8
Agriculture 30.1 13.3 54.9 24.8 64.3 24.3

Natural Resources 16.4 7.2 12.4 5.5 12.9 4.9
Commerce and Industry 19.6 8.7 16.7 4.8 6.8 2.6

II. Economic Infrastructure 38.7 17.1 33.0 14.9 52.6 19.9
Comworks 32.5 14.4 27.5 12.4 47.8 18.1

Lands and Urban Dev. 6.2 2.7 5.5 2.5 4.8 1.8

IIT Social Infrastructure 121.4 53.7 110.8 50.0 127.5 48.3
Education 41.4 18.3 38.9 17.5 43.8 16.6

Health 25.5 11.3 25.1 11.3 32.8 12.4

Water Supply 54.5 24.1 46.8 21.2 50.9 19.3

MRS EEYETY R
TOTAL 226.2 100.0 221.8 100.0 264.1% 100.0
/1 St+aoca T e nar Hnitrial' riidealinac
/1l Stage I As per initial Guidelines

/2 Qtace TT avicadlCiiidaldinoe FAallawineg Poodnnal Tumnitra amd Mabldomad Cammd e mem o
1< veant L ALV IotU UULUTLAIUTCS LUVLAUWLAILE DCgiviial 1lUpuUuLoS aiild vapblinetl volmmictiee S
Recommendations. Higher allocation to agriculture is largely due to

the latter.

/3 Stage III: 'Final Allocations

* Exclusive of Sh. 33.5 million of block funds earmarked for urban district and
sub-district programs.

Source: Prime Minister's Office.
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2.06 There is also a second way ot examining the validity ot this
hypothesis and that is to compare the requests ot development funds

made by ditferent regions with the allocations they finally received.
Should the two differ substantially not only in terms of levels (which
would easily be understandable in view of the overall resource constraint)
but also in the sectoral allocations this could be suggestive of the fact
that the regions, after all, would not be able to spend the money the

way they really wanted to. Here it must be pointed out that even the
regional "requests" themselves are normally the outcome of Regional
Planning Officer's review of the District Plans and local people's "desires"
in order to accommodate the "Plan Guidelines" as much as possible.

2.07 To consider this question, the relevant data were collected
for three regions: Arusha, Dodoma and Coast. These data are presented
in Tables 2.2-2.lL.

2,08 Table 2.2 gives the relevant data for Dodoma region. In 197L/
75, this region asked for 38 million shillings but got only 1L
shillings. This might be quite understandable. However, in thi
it 1s interesting to note that Dodoma wished to spend only 163 of
deVelonment funds on "di rect’ly pro oductive" sectors but was all
of its funds for these sectors. Similarly, it wanted to spen
of its funds on "social infrastructure" while the share of thes
in the final budget has been reduced to 56%.

2.09 A similar story unfolds in the case of data provided by the
Coast region which are given in Table 2.3. TFor 197L4/75, it received

only 12 milllon shillings against 37 million shillings it requested.
In its request was included a sum of 15 million shillings for the construc-
tion of the regional hea dquarters necessitated by the formation f D

district as a sapa“a te re§lon but only 2 mill;*n shillings were a

allocated in the budg

E;

2.10 Then it wanted to spend about L9% of its development fUnds on

n ~ -
economic infrastructure” but these sectors were scaled down to 28%

of its development budget. Besides, it would now be spending 224 ot its
dpvp.lnnman'f' funds on "di 'nan'l-'ly prodhutive" sectors agalnbb J-Dﬁ which it
really wanted to spend. In addition, it would now be spendlng a higher

=" 2

proportion of its development budget on "social infrastructure” than it

really intended to.

1/ It is not clear whether this reduction in the budget allocation
reflscts a scaling down of the project or merely a rephasing
of the expenditures.



Table 2.2: TANZANIA:

I. Directly Productive

Agriculture
Ujamaa and Cooperatives
Natural Resources

Commerce and Industry

IT. Economic Infrastructure

Comworks

Lands and Urban Development

III. Social Infrastructure

Education
Health

Water Supply

TOTAL

(in million Shs.)

1973/74
Alloca-
Request % tion %
11.2 20.0 1.0 5.2
1.7 3.0 0.6 3.1
7.7 13.8 - -
1.6 2.8 0.4 2.1
0.2 0.4 - -
4.8 8:6 1.0 6:3
4.5 8.0 1.0 5.2
0.3 0.6 0.2 1.1
40.0 71.4 16.9 88.5
6.1 10.9 2.1 11.0
6.3 11.3 0-8 4,2
27.6 49,2 14.0 73.3
56.0 100.0 19.1* 100.0

DODOMA REGION DEVELOPMENT EXPENDITURE REQUESTS AND BUDGET ALLOCATIONS, 1973/74 AND 1974/75
(excluding District Development Ccrporations)

1974/75
Alloca-

Request % tion %
6.2 16.4 4.5  32.1
3.2 8.4 4.4 31.4
0.4 1.1 - -
2.6 6.9 0.1 0.7
4.2 11.0 1.6 1L.4
4.2 11.0 1.0 7.1

- - 0.6 4.3
27,5 72.6 7.9 36.5
4.9 12.9 3.2 22.9
4,7 12.9 1.0 7.1
17.9 47.3 3.7 26.5
37.9 100.0 14.0 100.0

* Includes a majcr suprlementary for a rural water supply scheme

Source:

Office of Dodoma Regional Development Director.



Table 2.3: TANZANIA: COAST REGION DEVELOPMENT EXPENDITURE REQUESTS AND BUDGET ALLOCATIONS, 1973/74 AND 1974/75

(excluding District Development Corporations)
(in million Shs.)

1973/74*
Alloca-
Request % tion %

I. Directly Productive 4.4 26.8 1.8 18.9
Agriculture 0.6 3.7 0.4 4.2

Ujamaa and Cooperatives 1.2 7.3 - -
Natural Resources 2.1 12.8 1.0 10.5
Commerce and Industry 0.5 3.0 0.4 4.2
II. Economic Infrastructure 2.4 14.6 0.9 9.4
Comworks 2.0 12.2 0.9 9.4

Lands and Urban Development 0.4 2.4 - -
ITI. Social Infrastructure 9.6 58.6 6.8 71.7
Education 2.8 17.2 1.9 20.0
Health 2.3 14.0 2.6 27 .4
Water Supply 4.5 27.4 2.3 24,3

|

TOTAL ‘ 16.4 100.0 9.5 100.0

1974/75%%
Alloca-

Request % tion 4
3.5 14.8 2.5 21.4
1.5 4.0 0.7 6.0
1.2 3.3 - -
2.5 6.7 1.2 10.3
0.3 0.8 0.6 5.1

18.2 49.1 3.3 28,2
18.0 48,5 3.2 27.4
0.2 0.6 0.1 0.8
13.4 36.1 5.9 50.4
3.0 8.1 2.3 19.6
3.1 8.4 1.4 12.0
7.3 19.6 2.2 18.8
37.1 100.0 11.7 100.0

* For five districts including Dar-Esz-Salaam.

*% For four districts excluding Dar-Es-Salaam.

Source: Office of Coast Regiovnal Development Director.




Table 2.4: TANZANIA: ARUSHA REGION DEVELOPMENT EXPENDITURE REQUESTS AND BUDGET ALLCOCATIONS, 1973/74 AND 1974/75
(in million Shs)

1973/74 1974/75
Provisional Alloca-
Actual % Request % tion %
I. Directly Productive 2.7 31.7 14.5 50.7 9.5 45.7
Agriculture 5.6 31.1 1z2.9 45.1 8.7 41.8
Ujamaa and Cooperatives neg. neg. 0.2 0.7 0.1 0.5
Natural Resources 0.1 0.6 0.4 1.4 0.2 1.0
Commerce and Industry - - 1.0 3.5 0.5 2.4
II. Economic Infrastructure 1.2 6.7 3.0 10.5 3.3 25.5
Comworks _ 1.0 5.6 2.0 7.0 4.8 23.1
Lands and Urban Development 0.2 1.1 1.0 3.5 0.5 2.4
III. Social Infrastructure 11.1 61.6 11.1 38.8 6.0 28.8
Education 4.9 27.2 5.9 20.6 2.4 11.5
Health 2.3 12.8 2.1 7.4 1.2 5.8
Water Supply 3.9 21.6 3.1 10.8 2.4 11.5
TOTAL 18.0 100.0 28.6 100.0 20.8 100.0

Source: Office of Arusha Regional Development Director.

- € -




Table 2.5: TANZANIA: SECTORAL ALLOCATIONS OF (BUDGETED) REGIONAL DEVELOPMENT EXPENDITURES, 1973/74-1974/75

1.

II.

III.

Soclal Infrastructure

(a) Education (Primary and Adult)
(b) Health
(c) Water Supply

Sub-Total:

Economic Infrastructure

(a) Comworks (Roads & Buildings)
(b) Lands and Urban Development
Sub-Total:

Directly- Productive

(a) Agriculture and Crop Deﬁelopment
(b) Livestock Development

(¢) Natural Resources {(Fisheriles,
Forestry, Beekeeping, Game Parks)

(d) Small Scale Industries
Sub-Total:

TOTAL;

1973/74
Amount %
(mill. Sh)

22.6 13.0
23.4 13.5
46.9 27.0
92.9  53.5
35.8 20.6

3.5 2.0
39.3 22.6
10.0 5.8
15.2 8.7
14.1 8.1

2.2 1.3
4.5 23.9
173.7% 100.0

1974/75
Amount %
(mill. Sh)

43.8 16.6
32.8 12.4
50.9 19.3
127.5 48.3
47.8 18.1
4.8 1.8
52.6 19.9
51.6 19.5
12.7 4,8
12.9 4.9
6.8 2.6
84.0 31.8
264.1%*%  100.0

*

A%k

Exclusive of Sh 3.4 million expenditure budgeited for district development corporations and regional

cooperatives.

Exclusive of Sh 33.5 million of block funds earmarked for urban district and sub-district programs.

Source: Prime Minister's Office

- I€ -
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2.11 Arusha's final allocation for 1974/75 does seem to be fairly
close to the amount it requested. Perhaps it is because Arusha, being a
better equipped region in terms of staff, has well-prepared projects.
But it too, like others, would have a development outlay pattern very
different from what it requested. As an extreme example, for Comworks
it has been allocated about 5 million shillings in its 197L/75 budget
while it actually requested only 2 million shillings.

2.12 The evidence presented above is admittely inadequate at

this stage, yet the little bit which is available seems to suggest that
regions have neither been able to get the total amount of development
funds they wanted nor did they receive the sectoral allocations they
initially requested for. The Prime Minister's Office seems to have been
able to control and regulate the level and pattern of regional development
spending. Table 2.5 at once highlights the success the Center is having
in its strategy of emphasizing "directly productive" sector investments
and de-emphasizing "social infrastructure' investments. What the

final outcome of this effort will be will not be known until appropriation
accounts for 1972/73 and more recent years become available.

2.13 While the direction given by the Center must be considered

quite desirable from the point of view of objective of achieving a

certain target growth rate of the economy, inter-regional equity, and

of containing the possible heavy public pressure for social infrastructure,
at the same time it does indicate that the expenditure decisions have
perhaps not yet been as much democratized as one tends to imagine by
reading President Nyerere's speech announcing decentralization.

Recurrent Expenditures

i

2.1h As was mentioned in Chapter I, the "ceilings" on regiomal

wellul ap Lbel L

recurrent expenditures initially is ued to the regions by the Treasury
turned out to be quite "unrealistic” in thp course of time. The final

allocations of recurrent funds to diffe ent regions were frequently
more than what were ori o'lna'l 'Iv n*r-nnne.pd b the Center. Against a

"ceiling" amount of L6 mllllon shllllngs, for expample, Dodoma region
received C:l': million shillines. Q-?m-\"lnr-'lv, Arusha received 60 million

Dad ik Shd At A bdip [N S g

shillings against its "ceillng" of 53 million shillings. Coast region,

hov'._rever, manaived ’Inss th&n 4+¢s Hna-i',-ﬁn‘g " but then +ho prn"l ;ma'l"[on fOI‘
this is that in early 1974 Dar es Salaam was carved out as a separate
S+ - + Ay zyaa 1 QP+ m+h nn'lv f‘ﬁ‘“'f‘

a7 F Thamd dlan ad
J.cs;uu u.y .LUDCJ..L, S0 Tiatv uie uuaou J.UE.J.UAA wWaD 4T

districts instead of the original five for which the "ceiling" amount

had ha naad I n A
naa oeen PJ. eSCTrioel.

O

Cll

-l-)

ar as the
Tables 2. 6 to 2.8 reveal

figures are not strictly comparable) received substantial increases in
their allocations for 197L/75 over the previous year. Dodoma's recurrent
allocations are something like 30% higher than last year's while Arusha's

are more than 20% higher.
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Table 2.6: TANZANIA DODOMA REGION RECURRENT EXPENDITURE REQUESTS AND BUDGET ALLOCATIONS
(in million Shs.)
1972/73 1973/74 1974/75
Budget
Ac Approved Reguested % Aliocation
I. Administration 3.1 5.8 9.1 12.1 7.4 13.5
II. Directly Productive

Agriculture: 3.3 4.5 6.1 8.1 6.7 12.2

Agriculture - Administration 1 0.4 .7 1.4 1.1

Agriculture - Productive Services 0.1 0.1 0.3 0.2

Agriculture - Crop Production J 1.9 2.3 4.2 3.4

Ujamaa and Cooperatives 0.9 1.4 0.2 2.0
Natural Resources: 1.1 1.0 2.9 3.8 1.2 2.2

Natural Resources - Games Operations I 0.3 0.3 0.8 0.3

Narural Resources - Fisherles Operations 0.3 3.2 G.2 a.

Natural Resources - Forestry Operations [ 0.5 0.5 1.9 0.7
Commerce and Industry Neg. 0.1 0.2 0.3 0.1 0.2
Sub-Total 4.4 5.6 9.2 12.2 8.0 14.6

III. Social Infrastructure

Education: 11.5 14.3 19.0 25.3 14.1 25.7

Education - Administration 0.3 0.8 0.8 0.7

Education - Primary 9.9 11.9 15.8 12.1

Education - Adult f 1.2 1.5 1.9 1.0

Culture 6.1 0.1 0.5 0.3
Health 5.6 6.4 16.3 21.7 11.7 21.3

Health - Curative Services 4.7 4.0 8.5 5.8

Health - Preventive Services 0.3 0.3 1.5 1.4

Health - Rural Health Centera 0.6 1.2 2.7 1.8

Health - Digpensaries and Climics J N.A 0.9 3.6 2.7
Water Supply: 6.0 4.0 9.2 12.2 6.5 11.8

Water - Rural Water Supply 5.2 3.7 7.8 5.4
Water - Urban Water Supply _0.8 0.3 1.4 . 1. .
Sub-Total 23.1 24.5 44.5 59.2 32.3 58.8

IV, ZEconomic Infrastructure

Comworks : 5.9 5.1 10.1 13.4 6.4 11.6

Comworks - Roads Maintenance _l 2.9 2.0 3.7 2.6

Comworks - Buildings and other Establishmengs| 3.0 3.1 6.4 3.8
Lands: 0.5 1.2 2.3 3.1 0.8 1.5

Lands and Urban Development - 0.3 1.0 1.8 0.5
Surveys and Mappings _l _0.2 0.2 _0.5 . 0.3 _
Sub-Total 6.4 6.3 12.4 16.5 1.2 3.1
TOTAL eI 22 B2z 00 39 100

Source: Office of Dodoma Regional Development Director.
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Table 2.7; TANZANIA: ARUSHA REGION RECURRENT EXPENDITURE REQUESTS AND BUDGET ALLOCATIONS
(in million Shs.)

_1973/74 1974/75
Budget
Approved Requested %  Allocation _ X
I. Administration 7.7 10.2 16.3 9.2 15.4
IT. Directly Productive
Agriculture: 8.3 1.5 12.0 1.5 12,5
Agriculture - Administration ] 1.3 i.3 1.3
Agriculture - Productive Services 4.2 4.3 4.3
Agriculture — Crop Production J 0.3 0.3 0.3
Ulamaa and Cooperatives 2.5 1.6 1.6
Natural Resources: 2.3 3.1 5.0 3.0 5.0
Natural Resources - Games Operations ) 1.1 1.7 1.7
Natural Resources - Fisheries Operations 0.3 0.3 0.3
Natural Resources - Forestry Operations J 0.9 1.0 1.0
Commerce and Industry 0.1 0.1 0.1 0.1 6.2
Sub-Total 10.7 10.7 17.1 10.6 17.7
III. Social Infrastructure
Education: 1.8 15.4 24.7 14.1 23.6
Education ~ Administration 1.0 0.9 0.9
Education - Primary 9.3 12.4 12.0
Education ~ Adult [ 1.4 1.7 G.8
Culture 0.1 0.4 0.4
Health - Curstive Services 5.5 9.2 8.9
Health - Preventive Services 0.4 1.9 1.9
Health - Rural Health Centers 1.0 1.9 i.8
Health - Dispensaries, Clinies 0.9 1.6 1.6
Water Supply: 3.9 3.8 6.1 3.8 5.4
Water - Rural Water Supply 2.7 2.9 2.9
Water ~ Urban Water Supply 1. 0.9 0.9
Sub-Total 23.5 33.8 54.2 32.1 53.6
IV. Economic Infrastructure
Comvorks : 6.4 6.7 10.7 6.8 1.5
Comworks - Roads Maintenance __, 3.2 3.9 3.9
Conworks ~ Buildings and Other Establishmentg_l 3.2 2.8 2.9
Lands and Urban Development “} 0.6 0.5 0.6
Surveys and Mappings 1 0.4 0.5 N 0.5 —_
Sub-Total 1.4 1.7 12.4 1.9 13.3
ToTAL 49.3 62.4 100.0 59.8 100.0

Source:

Office of Arusha Regional Development Director.
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Table 2.8: TANZANIA: COAST REGION RECURRENT EXPENDITURE REQUESTS AND BUDGET ALLOCATIONS, 1974/75
(in million Shs.)

1872/73 1973/74 1974/75
Budget
Actual Approved Requested b4 Allocation
I. Administration 4.0 7.8 1.9 1.6 5.8
II. Directly Productive
Agriculiture: 2.6 4.4 3.9 8.7 4.2
Agriculture - Administration ] 0.3 0.6 1.2 ) 0.5
Agriculture - Productive Services I 2,2 1.7 1.7 1.0
Agriculture ~ Crop Production 0.1 0.5 9.0 0.7
Ujamaa and Cooperatives N.A. 1.6 2.1 2.0
Katural Resources: 2.2 z.9 4.6 6.8 3.1
Natural Resources - Games Operations ] 1.2 1.4 1.9 1.4
Natural Resources - Fisheries Operations 0.6 0.6 1.4 0.9
Natural Resources ~ Forestry Operatioans ) 0.4 0.9 1.3 0.8
Commerce and Industry 0.1 0.2 0.4 _0.6 0.1
Sub-Total 4.9 7.5 i0.9 16.1 7.4 19.3

III. Social Infrastructure

1.6 1.8 19.2 28.3 8.2

Education - Administration 0.7 0.7 0.8 0.7
Education - Primary N.A. 6.6 7.5 §.7
Education - Adult 0.9 0.5 7.8 0.5
Culture Neg. Neg. 3.1 0.3
Heanlth: 2.6 5.7 5.7 _8.4 6.9
Health -~ Curative Services 2.1 4.0 4.2 4.5
Health - Preventive Services 0.2 0.5 0.8 ' G.5
Health ~ Rural Health Centers 0.3 0.3 0.4 0.5
Health ~ Dispensaries, Clinics N.A. 0.9 0.3 1.4
Water Supply: 2.3 2.5 3.0 .4 2.3
Water - Rural Water Supply 2.3 1.9 2.6 1.9
Water - Urban Water Supply N.A. _0.6 0.4 R _0.4
Sub-Total 6.5 16.0 27.9 41.1 17.4

IV. Economic Infrastructure
Comworks : 14.0 13.6 19.7 29.1 6.5
Comworks - Roads Maintenance T 4.4 5.2 1.1 5.1
Comworks - Buildings and Other Estabiislmnt__‘ 9.6 8.4 8.6 1.4
Lands: ' 1.0 1.4 1.4 2.1 1.1
Lands and Urban Development - 0.4 - 0.5 1.0 0.3
Surveys and Mappings _J 0.6 0.9 0.4 —_ 0.9
Sub-Total 15.0 15.0 _21.1 _31.2 i
TOTAL 30.4 46.3% 67.8% 100.0 38, 3%x

l

% For five districts including Dar-Es-Salaam.
#**  Por four districts excluding Dar-Es-Salaam.

Source: Office of the Coast Regional Development Director
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2.16 hat is important is that none er 1 a3y
it asked for. Dodoma, for example, asked for 75 million shillings but
ot mnla O mi11ion while Arnsha insisted that 62 million shi1lines
BUU UILL..)” T MlA Al AAL Whkdd ' 14 WG AdaTanr YA Wiste W PRtk ke A\ RA Dl b Al D
was its "rock bottom" request after being reduced from 72 million shillings
724 0 wwmemant waoa KETT a2alana 36 LD miT14an ah4113nca) hut ot anle A0
LIhO allllldl Wagt Uldild QGlUNT L0 g6 i liliVUll ORLLLAIRO ) VWL gULV Uilldy UV
million shillings. For its orlginal five districts Coast region asked
e £ el VT2 mdTT I hasd v T A mamhaoarne hova sntdam ma mass +hoe
10~ OUU MLLLL1IULl Oilldildl 9 VULV wWUULW PTGy Uavo ULV VoL VU WUl vuall
55 million shillings.
2.17 While the Center effected cuts in recurrent expenditureq
=17 PSP | Fald bher s mamdAanmm dhad amal T awm Anda

4 ruu.uu, Lb wWas .Lc.Lu vy (93 ¢33] LR LUILD LaT SHAaLLEer CUulsS were mdde

2 wrd mvawnn A A ol asanmmarmd o Al d o

al
in personnel emoluments and social service expenditures and relat 7ely
1

arger culs Were made in mainvenance anG repiracementv ol VBn.LbJ.e.S,_
maintenance and other expenditures for buildings as well as transport
allowances for the employees.

2.10 The three regi vi e mis
the inadequacy of budgetary funds and insisted
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recurrent expenditure commitments were rigid, they would have to seek
"supplementary" funds during the course of the fiscal year. After 211,
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they had been doing this since decentralization. During 1972/73, for

example, Arusha sought 28 million shillings supplementary and for 1973/7L

it estimated this figure to be 4O million shillings. Similarly, Dodoma
got a supplementary of 6 million shillings for 1973/7kL.

i
that, as most of their

2.19 The sectoral allocations in their recurrent budgets were,
nowever, not significantly affected by the severe cuts in their desired
levels. As Tebles 2.6 to 2.8 suggest, the patterms of recurrent ex-
penditure finally received by all of them have been very similar to what
they originally requested. As it stands now, almost 55% of their
recurrent budget is spent on "social infrastructure", about 15% on
"administration", another 15% on "economic infrastructure” and another
15¢ on "directly productive" sectors.

2.20 The explanation for this, of course, is very simple. It has
been estimated that about 60% to two-thirds of their recurrent budgets
are spent on "personal emoluments" and another 25% for the maintenance
and running of plants, vehicles and establishments. Both these facts
obviously impart a certain degree of inflexibility to the level and
pattern of regionsl recurrent expenditures which neither the regions
nor the Center can manipulate in the short run.

1/ And this despite the fact that more than 50% of all Govermment
. owned vehicles have been found to be unserviceable for use
at any time compared with 10%, which proportion is regarded
a3 "acceptable®,
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Conclusions

2.21 To sum up: the little evidence which was available to the

mission seems to suggest that since decentralization the regions have

not gotten what they requested either with respect to the level and pattern
of development expenditure or the level of recurrent expenditure. If
anything the Center still seems to influence all these decisions very
substantially. The patterns of their recurrent expenditures do match

with thelr original requests but then this might well be because of the
rigidities inherent in these expenditures.

2.22 On the whole, then, it appears that the democratization of
expenditure decisions has yet to take place in Tanzania and perhaps it
is too early to expect this to happen anyway. This is not to deny the
larger discretion that regions and districts have been granted since
decentralizatian in implementing and executing their budgets. An
assessment of this forms the subject matter of the next Chapter.

CHAPTER III. FINANCIAL AUTONOMY UNDER DECENTRA LIZATION
A L S_H-I{_E__ IN D_‘._JI_O___-_._

3.01 In theory, the financial autonomy of the lower level of
government is determined by, firstly, the degree of independence it
enjoys in raising and spending money; and,; secondly, the discretion

it has in implementlng and altering if so needed, its financial plans.

3.02 Chapter I which described the financial arrangements under
decentralization indicated that the lower level (regional and district)

administrations in Tanzania have no independent taxing powers whatsoever.
Nor do they have any borrowing powers of their owm. This means that at
least in one sense the financ1al autonomy of the present lower level
admini 'a+ra+1rmq / has been eurtailed vig-a-vis thei‘_ redecessors
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or, the former local governments.

"!1

3.03 Chapter IT then showed that the Regional and District Administa-
tions were not entirely free to determine their level of spending either.

They seem to be constrained and regulated by the Center (Prime Minister's

Office and the rnnmnw\ in determinine their level and the nattern of
-a e e =] e\ ¥V sk, LALINA Vid y VWO 1 VA

recurrent and development spending.

l/ The question of "financial autonomy" of the District Development
- < + 1 -
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3.0L A closer examination of the financial arrangements under
decentralization reveals that the little autonomy that has been given
to them relates:

(a) To initially proposing what the camposition of their
budgets would look like; but,

(b) More importantly, in implementing the budget once it has
been approved in the National Assembly.

It is these aspects that the present Chapter highlights.

Expenditure Discretion

3.05 An important aspect of decentralization relates to the amount
of financial discretion which the lower level administrations now enjoy.

3.06 Whereas before decentralization the local governments (for many
of their functions) and regionally located Central officers (for all

their functions) had to get the sanction from Dar es Salaam for each and
every procurement they wanted to make or any funds they wanted to disburse,
this situation stands changed now. The Regional and District govermments
possess their own spending authority and have been given some, though a

still limited, amount of discretion in carrying it out.

3.07 Once a region's budget is approved'by the National Assembly,
its officials are not required any more to seek day-to-day authorization
from the Center to undertake particular expenditures. In fact, regions

The same kind of financiai relationships seems to exist between District

3.08 Although the general budgetary rule that regional funds must
be used for the purposes for which they were originally approved by the
Natiornal Accamhly at £

National Assembly still applies, the Regional Administrations have also
been given some discretion to deviate from their approved budgets.

3.09 With regard to their recurrent budgets, the Regional and

District governments have the authority to reallocate recurrent funds

from one sub-head to another under the same sub-vote in cases of "surpluses"
and “short-falls". In the past, however, they could not affect this
reallocation between "Personal Emoluments", "Replacements" of office
furniture, equipment, vehicles, stc., "Special Expenditures", and "Sub-
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ventions, Grants, Contributions and Subsidies'" unless they had a written
authorization from the Minister of Finance. This placed severe limits

on the expenditure discretion of Regional Administrations and, as a matter
of fact, slowed down the regional activities many times.

3.10 Since 1973/7L, this reallocation rule has been modified slightly.
Now regional accounting officers have been given authority to reallocate
funds between "Replacements" and "Special Expenditures" provided these
reallocations do not exceed Sh 20,000 in any one financial year. No
reallocation lg still permitted between "Personal Emoluments" and "Sub-
ventions, etc.", and this largely to avoid the possible abuse of financial
powers and the creation of unwanted jobs or the granting of unwarranted
subsidies by Regional Administrators.

3.11 As far as the development budget is concerned, here also

the Regional and District Administrations have been given limited
discretion. They can now utilize the "savings" from one project or program
for spending on another project or program contained in the budget or

the plan of the region provided prior consent is sought from the Center.
Even a new project or program, not included in the regional plan, may

be undertaken through such "savings" provided the approval is received

from the Prime Mlnister s Office, Dev Plan and the Ebonomic Committee

of the Cabinet. The latter requirement is considered by many as "nominal"

because, in reality, such approval is quite easily given.

12 On the whole, then, it seems fair to say that the decentralization

nistration has been gccommanied 'hv Jimited exmenditure 4di qr--r-n+1n’n,
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tendering and procurement procedures to which the next sections are
4

3.13 The Regional (and District) Administrations' authority in
seeking their own tenders has been extended considerably since 1972/73
and this hag signiticantlvy reduced the rln'lnwra  carvrine ant nra dant o
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and programs and improved the peed of government spending.
3.1} It might be pointed out here that Regional (and Area) Tender
Boards nar-? e’ln:rl at most recgional headguarters even before the 0'70
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ey carried so little authority
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to seek and award tenders on their own for new constructiom or jobs

decentralization of administration t

tha +'hn1'r existed more in name than
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°me°’*"“" Sh "“O 000 in value. This meant that for most of their re-
quirements, local authorities had to go hrough the Central Tender Board
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stlll have, their own independent tender boards. Since the decentralization
+
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been con31stent1y expanded so that at present they can award new contracts
up to Sh 750,000 and running contracts up to Sh 500,000 per p?ojeci or
program.

change, the problems

cedures of the Central Tender Board

long drawn out. A Regional Administration applying

to the CTB for ucnders is: required to give exact technical specifications
and should it not have its own expertise to do this it has to seek

help from a Central Ministry. The CTB has no technical unit of its own
to expedite this help. Then, tenders have to be invited by means of
public notices and it takes something like two to three weeks to get the
advertisements through. Only registered tenderers are permitted to submit
tenders and they are given a minimum of five weeks to do so. The tenders
so received are then opened in public and sent to a competent Central
Ministry for a written technical evaluation and recommendation. Once
again, as the CTB has no professional staff of its own, this takes
between four to eight weeks depending upon the size of the tender and
the nature oi items involved. Based on their recommendation, the CTB

is ready to make the award but then must ask the Regional Administration
if it has any objection or disagreement of any sort. A minimm of two

to three weeks have to be allowed for this purpose. In total, thus, it
can take about four months before a Regional Administration can expect

a tender to be awarded in case it goes through the CTB.

3.17 This, however, is a conservative estimate for the fact is

that Central Tender Board which is managed by the officlals of the other
Central Ministries on an ad hoc and part-time basis cannot be expected
to meet that frequently. The Principal Secretary of the Ministry of
Communications and Works acts as the chairman of the CTB while its
membership consists of a representative of the Ministry of Communications
and Works, the Superintendent of Stores, Ministry of Communications and
Works, a representative of the Ministry ot Industries, Mineral Resources
and Power and a representative of the Ministry of Finance. An officer
of the Ministry of Communications and Works acts as its secretary. The
fact that CTB has no secretariat of its own and is managed by ex officio
members with other important responsibilities elsewhere can and does
delay tne awards still further. The Coast region for example complained
that it could not implement its plan of building a 15 million shillings
hospital in Bagamayo in 1973/7L4 because the CTB did not approve the
construction contract till only 12 days before the close of the fiscal

year.

3.13 The fact that the financial limits on RTB's tendering authority
have been expanded considerably has at once improved the budget im-
plementational capability of Regional Administrations. At the same time,
it has also reduced the workload of the CTB whi h now handles only very
large contracts for the regions as well as all tenders for nation-wide
projects and imported materials.
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3.19 In addition to the expanded powers of the Regional Tender
Boards, the individual powers of the Reglonal Development Directors have
also been extended slightly. Effective April 197L, they have been
authorized to make purchases locally, without seeking tenders, up to

Sh 40,000 up from the former 1limit of Sh 20,000,

3.20 The expanded authority of both RTB and RDD is seen by the

lower level administrations as a significant improvement since the
decentralization of 1972. At the same time, the regionalization of tender-
seeking functions is feared to be a likely source of more corruption

and abuse. Also, it is believed that the quality and consequently the
effectiveness of government expenditures related tender work would suffer
primarily because it would be extremely difficult, if not impossible,

to staff so many RTBs properly. 7Yet another reason for the slackening
"cost consciousness" in procurement lies in the general preference that
has to be accorded to cooperative societies, ujamaa villages, district
development corporations, and national parastatal organizations located
in a region over all the bidders from the private sector. In addition,

it has been laid down that a Regional Tender Board, in special (not
defined) circumstances, may even negotiate a contract for specific sup-
plies with the above mentioned publlc institutions provided the price thus
contracted is the lowest available "locally" (though not 'natimally").

3.21 Decentralization has made 1little difference to the procurement

system or its working in reality. If anyth it has made procurement

problems more severe.

3,22 The Central Storecs or the Central QAimmliee Orcanication
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which procures all items constantly in use (excepting construction materials)

hy aT1] oavarnrmant admintatratiane Aaantirnnees +a hava +ha aama avthasd $v

~y L= S N BUVCL Auuuxu CANANLAd A W VA QA VAL ASAS IRV E W Y A - W LI YO viic » CRAILC a-U.UllU.L.LUJ

as in the past. WwWith decentralization it has further strengthened its

zonal branches and its ultimate goal is to have one branch in each region.

However, these stores are only feeder branches of the Central Stores

and do not have an independent procurement authority of their own.

.23 Prionr tn dacantralicsatinn. the madar nracsuramant nyrahlam r»alated
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to inadequate funding. The 21 million shillings Revolving Fund which

finances Central m\nn’Hnn hae reamained wnchancad sinece 104L Panaamiantlv
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there has been a constant overdraft of some 30 million shillings per

anmum, Other procurement problems before decentrsglization inclugded
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inadequacy of professional staff capable of doing inventory planning and

technical specification of material purchases. +the 1 ancthv Nroe eSS

voeLliilial Spe ification of materdal puriviiacco, vt Languly process,

taking sometimes six to eight months, to go through foreign exchange

acguigition and an+ cusgstoms clearance, shivnine and harbor concastion anmd
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the lack of storage capacity.=

1/ Because of all these problems one estimate puts the government
stores out-of-stock items at an "average " of 21%, far too high

by any standard.



-2 -

3.2 The decentalization of administration seems to have accentuated
many of these problems even further. Inadequacy of staff at the regional
level has created difficulties with respect to budgeting and planning

for their material requirements. They have failed to appropriately
time their material procurements for each project and have sometimes
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forwarded wrong material plans thereby 1ocking up capital. The storage
capacity in the regions was highly inadequate even earlier; this has been
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made worse with decentralization and the expanded activities of the
istrations. The limited available procurement staff had

4 . B AN SVSLLSLLT A A D

; thinly with decentrallzation with the result that

ion is now being performed by many untrained officers.
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The Govermment is, of course, very conscious oi these problems and has
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given serious consideration is that of strengthening the Reglonal Trading
PP in srder to handle tha general reguirements of the rooional
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and local administrations. Hopefully this will speed up deliveries and
et d the need for the duplication of the staff and the storage
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facilities.

3.25 To sum up: since the decentalization of administration, the
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over their own expenditures. However, they still are subjecte
awr hoero 4+

high degree oif financial control by the Center. They have to ge
of the "deviations" from their authorized budgets "approved" by the
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Treasury or the Prime Minister's O0ffice and sometimes even the Economic
Committee of the Cabinet. Their authority over tendering has certainly

expanded and this is considered a great improvement. The situation with
respect to the coordination for procurement has certainly become more

as U

difficult with the decentralization of administration.
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3.26 what impact this limited financial autonomy has on the
tion or development budget is hard to say. The Government still
not have the audited figures on actual development expenditures lnburPEd
by different regions since 1972/73. As such, therefore, a major objective
of decentralization, i.e., the improvement in the speed of spending is
hard to quantify. However, by talking to the regional otficials one

gets the impression that it has improved. As an illustration, a poor
region like Dodoma sought a development '"supplementary" of 11 milllon
shillings in 1973/7L in addition to its "original" estimate of 8 million
shillings. Also, the Prime Minister's Office has provisionally estimated
that for 1973/7L, regional development expenditure would be about 225
million shillings against the original budget estimate of 177 million
shillings. They would indeed be a great improvement over the past.

Self~Help Contributions

3.27 At the time of introducing decentralized administration it was
anticipated that it would improve local participation in development projects
and would encourage self-help contributions towards development effort.



3.28 Prima facie, the seli-help contribution should have improved if
lor no other reason because the rate or development spending by the regions
seems to have improved following the decentralization and in the regional
development budgets in Tanzania only funds for material costs and hired
(skilled) labor inputs for each project are included. For example, it is
estimated that the full cost of building a classroom is 20,000 shillings
but then as 50% ot it is in the torm of unskilled labor it should be
mobilized voluntary. Consequently, the budget estimate of a classroom
would be only 10,000 shillings. In Tanzania this costing procedure

is adopted for practically all development projects which means that
voluntary'" labor is built into the development estimates as a com-~
plementary input. It is the policy in Tanzania not to finance unskilled
labor unless there is a reason to assume, as in the case of education
projects in the Masai areas, that public participation will definitely
not be forthcoming. It would seem, then, that higher rate of regional
development spending alone should be an evidence of higher participation
rate by local pecple in the development effort.
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3.29 However, discussions with the Regional Administra ugg
that the conclusion that the local people are now more eager to contribute
labor cannot be taken for granted. Wwhereas in a poor region like Dodoma,
it was felt that people's contribution to development effort has improved
after decentralization, and a huge water supply project carried out
through voluntary labor was given as an example, the administrators or

a rich region like Arusha thought that there was actually a deterioration
in self-help contribution after decentralization. Nevertheless, all
Regional Administrators felt that it is easier to get voluntary labor

for water supply, health and classroom projects}/ or the projects which
benefitted people directly. On the other hand; people have been found
to be very hesitant to contribute voluntary labor for building teachers'®
houses or maintenance of roads or construction of godowns and such in-
frastructure. As generally voluntary labor is a necessary ingrediemt

of the plan for all the latter projects, administrators have had to force
labor out of local people for these projects through the use of social
pressures and sometimes even by threatemning people with a2 "fine" under
some traditional rules which require all adult males to work a given
day of the week on comminal projects. The compulsicn and the threat
used to seek "self-help" in the Implementation of the latter kinds

of projects have sometimes created problems when "self-help" is needed

other "desirable" projects.

[4)

1/ Even though sometimes it has proved to be in
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undependable and could not be integrate
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construction schedule for a project.
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3.30 Some field researches undertaken in Tgnzania have found that
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tion excepting in regions which had a strong tradition or voluntary
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very largely or social infrastructure projects in the rural areas.
Many regional planning oificers have been ifound to emphasize that seeking
self- help for development projects is their major headache particularly
for the projects which have not been "generated" by the people and this
includes majority of "economic infrastructure" and "directly productive"

projects.

3

CHAPTER IV. INTER-REGIONAL EQUITY IN SOCIAL SERVICES

L.01 Since the Arusha Declaration of 1967, Tanzania has set before
itself the long-term goals of socialism and self-reliance. One major
element in the achievement of this goal, and this was adequately stressed
in the Second Plan, is that of "social equality" implying an even spreading
of benefits of development amongst the masses and redressing of the regional
imbalances. In 1971, TANU further directed the Govermment to give top
priority in the allocation of resources to three essential social

services -- health, education and water supplies. The Govermment has,
therefore, set up long-term national targets for these services in
quantitative terms. The purpose ot this Chapter is to highlight:

(a) the regional imbalances which exist in the provision of
social services in Tanzania;

(b) the fiscal feasibility o1 achieving the quantitative
national targets which have been laid down by planners; and

(¢) the extent to which the Center is attempting to modify
the short-run allocation of resources in attaining an inter-
regional equity in social services.

Inter-Regional Imbalances

L.o2 Table L.l presents the data on the crucial socio-economic indi-
cators for 18 regions (excluding the two regions of Dar es Salaam and
Rukuwa which were formed on January 1, 1974). The differences in the
availability of education, health and water supplies from one region

to another are evident. In matters ot primary education, Ruvuma, West
Lake, T=nga, Tabora and Kilimanjaro seem fairly well ahead oif others
with 60% or more enrollment ratio while Iringa, Mbeya, Mtwara and
Shinyanga severely lag behind with LO% or less enrollment ratio.

L.03 The health services are also very unevenly distributed. Much
of the nation's health services seem to be concentrated in Dar es Salaam.
The city has only 3% ot the country's population but still has 7% of



Table 4.1:
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TANZANIA: REGIONAL SOCIO-ECONOMIC INDICATORS, (FORMER) EIGHTEEN REGIONS AROUND 1973/74

Proportion
Primary Population of
ucation Population per Population

Enrollment per Population Rural Served by Feader All Roads

Area Population Ratio Hospital per Health Water Roads = Roads per Kn

Region {'000 Kau?) {'000) anda Bed Disgpengary* Center* Supply (in Xm) (in Km) Area

1. Arusha 82.0 743.8 52 650 10,780 148,760 28 1,910 2,830 .0357

2. Coast (including

Dar-Es~Salaam) 33.7 996.7 42 1,700 6,000 183,950 12 1,558 2,478 .0734

3. Dodoma 41.3 809.7 47 1,200 8,890 96,660 38 2,087 2,952 L0714

4. Iringa 56.9 827.3 38 850 9,200 420,000 8 1,398 2,649 L0465

5. Kigoma 37.0 516.1 53 1,030 6,840 125,000 20 399 9,590 L0427

6. Kilimanjaro 13.2 791.0 60 640 11,730 113,000 30 974 1,894 .1429

7. Linddi 65.6 464.2 50 770 6,630 114,000 18 1,435 2,214 .0337

8. Mara 21.8 666 .4 48 1,460 9,340 128,860 10 765 1,219 .0560

9. Mbeya 90.1 1,143.3 40 1,060 10,210 228,660 10 1,780 3,319 .0368

10, Morogoro 73.0 768.6 52 670 6,600 97,880 15 1,007 2,368 .0324

11. Mgwara 16.7 731.0 40 830 6,630 125,800 15 1,326 1,917 L1147

12. Mwanza 19.7 1,232.3 44 1,330 11,010 100,040 10 1,821 2,493 L1221

13, Ruvuma 61.3 461.3 73 440 15,000 92,250 19 1,478 2,178 .0355

14. Shinyanga 50.8 1,043.8 40 1,800 9,800 110,000 6 1,964 2,522 .0498

15. Singida 49.3 496.3 62 900 7,690 100,000 17 1,466 2,082 .0421

16. Tabora 12.2 635.2 -66 720 8,360 127,000 35 2,359 3,668 .0300

17. Tanga 156.8 899.8 60 670 7,820 99,970 17 1,470 2,826 .1054

18. West Lake 28.7 739.1 68 560 7,800 120,000 25 848 2,099 L0730
* Rounded to nearest zero.

Source: Prime Minister's Office
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hospital beds, 38% of government doctors and 35% of Grade A nurses.
In 1970/71, Muhimbili Hospital received more operating funds than

10 regions combined. Of course, ithe Dar hospital does act as a teaching
=N £,
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Tanga, Kilimanjaro, once again, have larg

est number of hospital beds per
capita, Mbeya, Shinyanga, Dodoma, Mara and Kigoma appear to have a long
way to go in this respect. The same is also true ot the availability of
dispensaries or rural health centers amongst regions.

L.oL In terms of water supply, Shinyanga is the poorest region with
only 6% of its population served by tap water and Iringa 8% while

Tabora has 35% ot its population enjoying this service and Kilimanjaro
30%. Dodoma leads the nation in tap water supply but then it lags behind
in every other service.

L.05 The Government has set up the following national goals with
respect to essential services which it wants to achieve by around 1990:1/

Health: (1) One rural health center ber 50,000 people;
(2) One dispensary per 10,000 people;

(3) One hospital per administrative district and
one bed per 1,000 people; and

(L) One medical doctor per 22,500 people.

Primary kducation: Universal primary education by 1989.27

Water Supply: Lasy access to adequate and safe (tap) water
for all population by 1990.

L.06 ~ The present (mid-197L) population of Tanzania is estimated at
about 1l.3 million and assuming it keeps on growing at 2.7% per annum,
the population to be served by the above mentioned services in 1990
would be around 21 million.

1/ Taken from various publications of the Government of Tanzania
and the "Plan Guidelines, 197L/75". In addition to the targets
mentioned in the text, there is a national target of providing
all-weather feeder road access to all ujamaa villages of over
1,000 people by 1980.

2/ This was the initial target date which the Government has now
changed to 1977. The calculations given below are bassd on

the "initial" and not the "revised" target date.
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L.o7 The achievement ot the national targets would then require
that by 1990 there should be 420 rural health centers, 2,100 dispensari

73 (which is the present number of districts in Tanzania) district
A= A Y 3 T AN 2anl AAand Awman

hospitals (with 21,000 beds), and about 1,000 medical doctors.

L.08 As far as (primary) education is concerned, in 19
3

ce
(Standard V-VIII) enrollment was_982,0001/ which is about,
]

age group of 2.65 million (19.5% of the total population). Assuming no
major changes in the proportions of (primary) school age children, in
T mmd Lo T OO0

the total population, the total number of school places required by 1590
to achieve universal primary education would be approximately L.l million.
This means that new classrooms would have to be built for some 3.1
million children between now and 1990. On the assumption that each class-
room will hold L5 students and that one teacher will be able to handle

two classes,2/ there will be a need for approximately 69,000 additional
classrooms, 35,000 additional teachers and the same number of teacher

houses.

.09 Presently about 11.5%2/ of the rural population, or about

1 million rural people, are served with adequate and wholesome water.
Assuming that by 1990, the ratio of urban population to total population
grows tfrom the present 8%% to 20%, about 17 million people would still
be 1living in the rural areas. This means that about 16 million people
in the rural sector would need to be provided with rural water supply

by 1990.
Fiscal Implications of National Targets

L.10 To get an idea ot whether or not these national targets
can be financed with the available fiscal resources, ignoring for the
present the serious problems ot finding adequate numbers ot engineers

1/ Economic Survey, 1971/72, p. 130.

2/ This might be a generous assumption.

3/ Economic Survey, 1971/72, p. 2.

L/ The estimated populatimn of 10 large towns in Tanzania is less

than 1 million for 197L. Second Five Year Plan, Vol. I, p. 182.
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technicians to implement them.l/ projections ot likely revenues oI

the Government _ 990 mist first be made. Assuming that the govermment
evenuas orow a+ ‘l‘hP same rate as GDP during 1960- 1971, i.e., about

2 5T E Ll

]

3
[»%

o+

each a level of 6,600 million shillings (at constant 197k prices).
his means that the Government would have about 27,000 million shillings
& ally (at constant prices) over the next 15 years to spend.

Ve LIS LAl I ALEY

B% 5é; annum,<’/ the present tax revemues of 3,000 milllon shillings would
reach
T

loverrment has dp ped over time what 1t calls

n assumptions regarding the self-help labor in
p jects. Due to rapid inflation many of these
ittle out of date. Table L.2 presents the

s well as "more‘;éalistic" cost estimates provided

> Mol
D

4 ATV O wlawwa was

a
the construction of thes

s
estimates have become

standard cost estlmates

f
Nl'-’(D

L.12 The construction costs (at constant prices) ot achieving the

national targets are then estimated in Table L.3.

Lh.13 Tt appears, then, that the construction of rural water works
..... dine +s the national tareet wounld absorb about 8% of the

CL.LULI.!: aLllludlldly W uiic ddvaviial plL wLuLL SV SV o

accumlated increase in revenues. The construction costs of health
Lamntrer adiriaatkd an anAd m11~g'1 water farilities 2al1 ?T_—.fnﬂ ther

.Ld.b.L_.LJ.bJ.t:D, primary equcavion ani IMux water i1aclilivies all geihner

would just about absorb some 15% of accumulated incremental revemues,

leaving a surplus for meeting the costs of furnishing and running these

facilities. This is projected without making any allowance for the

expansion of any other activity or attempting to redress the unevenness

in the distribution of other services between districts and regions.

L.14 what the recurrent expenditure implications of the heavy
investment outlays implicit in the national targets may be indicated

now. The rate ot growth of recurrent expenditure resulting from the

achievement of national targets would depend upon: (a) the "co-efficient"

ot recurrent (normal running and maintenance) expendlture consequent

1/ An offic1al report (of September 1973) points out that only
- f the 18 r gion k*‘ at that time qualified Regional

18aG a7 UnaT vime qua

2/ The GDP growth rate was L.3% during 1960-1967 while it is estimated
to have grown at 5.4% per annum during 196L-1971 (at constant



Tavle 4.2: ANZANIA: COST ESTIMATES OF CAPITAL PROJECTS

Standard Cost
Estimate Actual Costs

(in Shs. per project)

1. Rural Health Center 400,000 700,000
2. Dispensary 35,000 45,000
3. District Hospital (without self-help) 2,000,000 N.A.
4. Regional Hospital (without self-help) 4,000,000 N.A.
5. Investment per doctor 100,000 N.A.
6. Classroom 10,000 12,000
7. Teacher's House 12,000 20,000
8. Rural Water Supply Station 1,000,000 N.A.*
9. Water investment per capita 140%* 200%*

* The actual cost of providing‘piped water supply has been estimated at
175,000 Shs. per village (without self-help) at the very minimum.

**%  According to the 1974/75 'Plan Guidelines' investment in rural water
supply should not exceed 140 Shs. per capita and in no case 200 Shs.
per capita. (These estimaféé'closely resemble the estimates derived
in a research paper by Dennis Warner, '"The Economics of Rural Water Supp
in Tanzania," Economic Research Bureau. University of Dar-es-Salaam.'

Tv
+J

Paper No. 70.19, pp. 16-17.) But then according to Economic Survey
1971-1972 (p. 96), a rural project serves on an average approximatel
BT A R . g P

2,700 people, which will yield '"standard cost" of a rural water supply

station per capita of 40 Shs. only.

Source: Mission Estimates.



Table 4.3: TANZANIA:

~ 50

CAPITAL COST ESTIMATES OF NATIONAL TARGETS

Actual
Cost
Present per Total
Target Availability Unit Estimate
(in Sh: no .
\in oNS. PeY (45 mill. Shs.)
project)
Health
1. Rural Health Center 420 94 700,000% 230
2. Dispensaries 2,100 1,440 45,000 30
3. Hospitals 73 126 2,000,000%* 40
4. Medical Doctors i,000 400 100,000 60
Sub-Total 360
Primary Education:
5. Classrooms 69,000%** - 12,000 828
6. Teacher's Houses 35,000%%* ~ 20,000 700
Sub~-Total 1,528
Rural Water Supply:
7. Population to be
served 17,000,000 1,000,000 140 2,240
Sub-Total 2,240
GRAND TOTAL 4,128
* cf. William P. Mayer, "Tmplementation and Contrel Under Decentralization:
Tanzanla's Rural Health Programme," A Research Paper of the Department of
Political Science, Tmiversity of Dar-es-Salaam, June 1974, p. 45.

................. >

*% On the assumntion that
. . ] . .
#%* This is the 'net additi
5 = +~
Sgurce: Mission Estimates
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upon a shilling of investment in each of the rural water, health and
educational facility and (b) the size of annual capital expenditure
required to achieve the national targets in relation to the existing

level of recurrent expenditure.

estimated that the (annual)recurrent cost co-efficient
gchemes in Pangania is about 0.20 of the original capital

AT AW - R “ade —y—estl ey

4.15 It is

of r™Miral wat

expenditure (in ¢ nstant prices) while the corresponding co-eff101ents

for rural healt nd education are 0.L0 and 0.50 rnmnn+1vn1y When

=15 N V}61 LR VALVEL BA T Wiy TR Ve vy 4TV VAN

compared with the experience of some other countries, these co-efficients
do appear a little high but then this might be due to the fact that

G AV Ve AARid MWW ViiTas ALy VT RWRT

the project capital costs in Tanzania are somewhat lower than elsewhere

id for by the Govermment.

p AVA R VMU UW Y Cisanvis Ve

T -~ oo oo {23 van A WAoo A ansrant
4 0 i - o LAD A W)l e W A1~} hnd FECA \5 Virdd Via tlusv Vl L= " uyuw’
Tanzania Govermment ould have to invest an "average" of about 275
million shillings per annum (in constant prices) for the next 15 years
in order to achieve its stated national targets. Of this 25 million
nL-.‘I'l-t..na wwanel A davenwvudea ’.u-nJ--l v AP snmvwmnT lhaaldl -G'nnﬂ 2
UVl 1l Wl Gl liDaLvil 4 s U.I.GD’

ol LL-L-L-LIJEQ WUWLW SU vWinal uo vilt vicauvauvil

1740 4 rrrnaadoe mmmrsanT cand s omha Maled
1111lings towards rural water schemes. Makin

given above, the mission estimates that these investments would
nev recurrent expenditure commitment ot about 90 million shillings every

year, in tbe aggregate totaling 10,800 million shillings over the next
15 Years.1:' (This represents the sum of 90 + 180 + 270 + . . . + 1,350
million shilllngs ) This would mean that the present level of recurrent
expenditure of 3,660 miliion shillings would expand to about 1k,L60
million shillings (in constant prices) in 1990 due to additional recurrent
expenditure commitments of the national targets for health, education

and water alone.

L.17 There is perhaps another way of looking at this. Even if

Tanzania Government were to get all the money it needed to finance the
capital costs of its national targets by way of cutright grants from
foreign donors and international agencies, the recurrent expenditure

bi1l of 10,800 million shillings (in constant prices) generated by 1990
would very substantially curtail the capacity of the Government to

finance the existing and other (target unrelated) activities with its built-
in increment of tax revenues growing to a level of 3,600 million shillings
(in constant prices) during the same period.

1/ This amount may be compared with projected additional revenues of
Sh 27 billion (refer para. }.10).



4.18 In fiscal terms, then, the national targets of essential services
seem unrealistic unless foreign aid and non-tax revenues (including

parastatal savings) expand at a much higher rate than can presently be
envisaged.

Equity-Oriented Allocations

4.19 This, however, does not mean that the Go 1t should not
attempt to correct the inter-regional inequities or to shift the allocation
of resources to the poorer regions; all that this implies is that perhaps
the Government does not recognize what it has committed itself to.

L.20 As pointed out earlier, the Government has decided to adopt

the goal of inter-regional equity in essential services and providing
these services free and hopes that the abolition of the local tax systems
and local budgets and replacement of these by the nationally approved
budgets of the decentralized administrations would help it to achieve
this goal.

L.21 One major limitation of regional budgets in the pursuit of
this objective should be highlighted right away. As Table L.L shows,
regional budgets still do not amount to more than one-fifth of the
national total (Central and Regional comblned) budget. At present
budget pass through regional channels. These proportions would certalnly
be much smaller it the resource flow through the parastatal and rest of
the (non-government) public sector could be taken into account.

4.22 Consider now the extent to which these limited budgets are
being used to correct regional imbalances since decentralization. The
manner in which the Regional Development Fund (RDF) is allocated was
described in Chapter I. Table L.S now gives the data on development ex-
penditures per capita and total (recurrent and development) expenditures
per capita and compares them with per capita incomes of the regions.

The evidence is fairly mixed. whereas, on the one hand, richer regions
like Arusha, Dar es Salaam and Kilimanjaro continue to receive higher
than "average" development (as well as recurrent) funds per capita,

some poorer regions like Ruvuma, Tabora, Singida and Lindi have also
been allocated substantially higher than "average" resources. One

gets the feeling, then, that a serious attempt is being made to break
away from the past in this respect and larger national resources

are being diverted towards poorer regions. This is clearly a result of
the deliberate policy of the Govermment.

L.23 Not only are larger sums being allocated to poorer regions,
attempt is also being made, though with somewhat lesser success at this
stage, to reduce the inequality of social services between regions.
Consider Table L.6 which shows the shares of (regional) sectoral allo-
cations received by each region and the level or existing public services
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(in million Shs.)

ARrir myrmoma TN TUD
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Region Recurrent Revenues Recurrent Expenditures Development Expenditures Total Expenditures
1972/73 1973/74 1974/75 11972/73 1973/74  1874/75 [1972/73 1973/74 1974/75 1972/73 1973/74 1974/75
(@] (a) (B) (pa) (8) (B) (pa) (a) (B} (pa) (A )
1. Aruska 6.2 5.7 6.9 37.5 49.3 59.8 5.2 14.9 20.9 32.7 64.2 80.7
2. Coast 36.0 14.3 0.9 40.1 47.0 38.3 4.9 9.6 11.7 45.0 56.6 50.0
3. Dodoma 6.4 4.0 3.7 46.8 43.7 54.9 12.4 9.1 18.1 59.2 52.8 73.0
4. Iringa 5.1 2.9 2,0 38.4 37.2 42.4 3.7 11.0 16.8 42.1 48.2 59.2
5. Kigoma 3.2 2.5 1.6 22.6 28.2 38.2 4.1 5.8 10.1 26.7 34.0 48.3
6. Kilimanjaro 7.9 5.4 7.1 41.7 45.6 63.1 4.8 12.0 17.4 46.5 57.6 80.5
7. Lindi 3.0 3.2 2.9 26.6 32.1 37.4 2.6 10.8 15.2 29.2 42.9 52.6
8. Mara 4.5 3.6 zZ.1 32.3 31.3 36.9 5.2 14.0 12.5 37.5 45.3 49.4
9. Mbeya 8.0 5.6 3.6 51.3 49.0 53.5 7.4 13.6 17.1 58.7 62.6 70.6
10. Morogoro 6.2 5.5 5.8 40,7 45.8 58.9 4.7 8.5 15.7 45.4 54.3 74.6
11. Megara 4.4 2.7 2.6 34.8 36.3 42.5 3.7 12.5 i7.3 38.5 48.8 59.8
12. Mwanza 9.0 7.4 7.5 47.0 56.6 62.4 6.9 11.8 16.4 53.9 68.4 78.8
13. Ruvuma 4.0 2.6 1.3 34.9 33.4 4127 3.9 9.9 11.4 38.8 43.3 53.1
14. Shinyanga 6.5 2.6 2.0 34.9 35.4 47.4 4.5 ii.8 12.7 39.4 47.2 60.1
15. Singida 5.3 3.9 1.5 34.9 31.6 43.0 5.8 8.7 10.0 40.7 40.3 53.0
16. Tabora 6.8 5.1 2.9 39.7 40.2 44.0 3.6 7.6 13.3 43.3 47.8 57.3
i7. Tanga 8.7 6.2 6.1 52.5 56.0 73.3 4.2 13.7 i8.2 56.7 65.7 91.5
18. West Lake 4.2 2.1 1.7 43.6 44.5 49.2 4.9 9.4 10.2 48.5 53.9 59.4
19, Dar-es-Salaam - - 7.6 - 20.8 59.8 ° - - 23.1 - 20.8 82.9
20. Rukwa - = 1.4 = 9.5 30.2 = - 9.5 - 9.5 39.7
TOTAL REGIQNS 135.8 85.3 71.2 700.4 773.5 976.7 92.4 194.5 297.5*% 702.8 968.0 1,274.2
(Original/

QSSZZZTd - - - (604.6)  (700.0) - (97.2) (177.1%) - - - -
TOTAL NATIONAL 2,188.2 2,613.3 3,664.2 [2,331.6 2,613.1 3,661.5 (1,101.0 1,715.7 2,199.2 3,432.6 3,728.8 5,860.7
TOTAL REGIONS/

TOTAL NATIONAL
[£5] 6.2 3.3 1.9 30.0 29.% 28.7 8.4 1.3 13.5 23.1 26.0 21.7

Totals may not tally due to rounding

PA = Provisional Actual
B = Budget Estimates

* Tneludeg aporoximatal
PProX el

+ Includes Sh 3.4 million for the district development corporations and regilonal corporations.

SOURCE: Budget Estimates



Region

1. Arusha

[

. Coast

3. Dodoma

4. Iringa

5. Kigoma

6. Kilimanjaro
7. Lindi

8. Mara
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Table 4.5: TANZANIA: REGIONAL EXPENDITURES PER CAPITA, 1972/73-1974/75
Development Expenditures Total Expenditures
Population* Per Capita Per Capita
Mid 1972 Mid 1973 Mid 1974 1972/73 1973/74 1974/75 1972/73 1973/74 1974/75
( in thousands ) ( 4n Shs. ) ( in  Shs. )

719.7 743.8 768.4 7.2 20.0 27.2 45.4 86.3 105.0
551.9 560.7 565.8 8.3 17.1 20.5 81.5 100.95 87.8
791.6 809.7 828.2 15.7 11.2 21.9 74.8 65.2 88.1
802.5 827.3 852.6 4.6 13.3 19.7 52.5 58.3 69.4
508.6 516.1 523.9 8.1 11.2 19.3 52.5 65.9 92.2
766.1 791.0 817.5 6.3 15.2 21.3 60.7 72.8 98.5
456.2 464.2 472.4 5.7 23.3 32.2 64.0 92.4 111.3
644.3 666.4 688.3% 8.1 21.0 18.1 58.2 68.0 1.7
797.2 818.7 840.6 9.3 16.6 20.3 73.6 76.5 84.0
753.6 768.6 784.0 6.2 11.0 20.0 60,2 70.6 95.2
711.1 731.0 751.2 5.2 17.1 23.0 54.1 66.8 79.6
1,200.5 1,232.3 1,264.9 5.7 9.6 13.0 44.9 55.5 62.3
449.0 461.3 473.8 8.7 21.5 24.1 86.4 93.9 112.1
1,017.8 1,043.8 1,070.5 4.4 11.3 11.9 38.7 45.2 56.1
489.4 496.3 503.4 11.9 17.5 19.9 83.2 81.2 105.3
553.5 565.0 576.5 6.5 13.5 23.1 78.3 84.6 99.4
876.5 899.8 923.5 4.8 15.2 19.7 64.7 77.5 99.1
724.6 739.1 753.9 6.8 12.7 13.5 66.9 72.9 78.8
404.9 439.3 476.6 - - 48.5 - - 173.9
383.0 394.9 406.8 - - 23.4 - - 97.6
13,602.0 13,969.3 14,347.4 6.8 13.9. 20.7 58.3 69.3 88.8

Per
Capita

Income

460
627
410

604

730
504

3,838

650

* Based on 1967 Census and growth rate 1948-67.

SOURCE:

Prime Minister's Office
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Table 4.6 : TANZANIA: REGIONAL DEVELOPMENT ALLOCATIONS FOR SOCIAL SERVICES, 1974/75

Proportion
of
Primary Population Population

Education per Served by
Water Enroliment Hnepital Water
Region FEducation ) 4 Health X Supply % Population % Ratio Bed Supply
(mill. Shs) (mi1l. Shs) (mill. Shs) (mid 1974) (Standard I)
1. Arusha 2.4 5.5 1.2 3.7 2.4 4,7 768.4 5.4 52 650 28
2. Coast 2.2 5.0 1.4 4.3 2.2 4.3 569.8 4.0 42 1,700 12
3. Dar-Es-Salgam 2.8 6.4 8.3 25.2 . 1.0 2.0 476.6 3.3 - - -
4. Dodoma 3.1 7.2 1.0 3.1 3.7 7.3 828.2 5.8 47 1,200 38
5. Iringa 2.0 4.6 1.4 4.4 2.0 4.0 852.6 5.9 38 850 8
6. Kigoma 1.5 3.3 1.2 3.6 2.1 4.2 523.9 3.7 53 1,030 20
7. Kilimanjaro 2.4 5.4 1.4 4.2 2.3 4.5 817.5 5.7 60 640 30
8. Lindi 1.5 3.4 1.0 2.9 2.1 6.0 472.4 3.3 50 770 18
9. Mara 2.4 5.5 1.4 4.3 2.3 4.6 688.9 4.8 48 1,460 10
10. Mbeya 2.6 5.9 1.3 3.9 2.5 5.0 840.6 5.9 40 1,060 10
11. Moi'ogoro 2.9 6.6 1.2 3.8 2.6 5.1 784.0 5.5 52 670 i35
12. Mtwara 2,2 5.0 1.4 4.2 6.3 12.4 751.2 5.2 40 830 15
13. Mwanza 3.3 7.5 2.0 l 6.1 3.5 -6.9 1,264.9 8.8 44 1,330 10
14. Rukwa 0.8 1.9 0.9 2.8 1.6 3.1 406.8 2.8 - - -
15. Ruvuma 1.9 4.3 0.7 2.2 1.4 2.8 473.8 3.3 73 440 19
16. Shinyanga 1.7 3.9 2.8 8.3 2.8 5.4 1,070.5 7.5 40 1,800 6
17. Singida 1.8 4.2 1.0 3.0 3.4 6.7 503.4 3.5 62 900 17
18. Tabora 1.3 3.0 0.8 2.6 2.2 4.2 576.5 4.0 66 720 35
19, Tanga 2.7 6.1 1.2 3.6 2.0 4:0 923.5 6.4 60 670 17
20. West Lake 2.3 5.3 _1.2 3.8 1.4 2.8 753.9 5.2 _68 560 25
TOTAL 43.8 100.0 32.8 100.0 50.9 100.0 164,347.4 100.0 - - -
SOURCE: Budget Estimates.
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presently available in each region. In case a region's share in regional
education expenditure is higher than its share in total population, it
would suggest that it is receiving a higher than "average" allocation
per capita.

L.2h For education, then, the fact that regions like Coast, Dodoma

and Morogoro with low enrollment ratios have been allocated relatively
larger education expenditure per capita "than the average" is welcome.
Conversely an attempt seems to have been made to reduce Tabora's share as
it already has a high enrollment ratio. Similar conclusions can be
reached with respect to health and water supply allocations in the regional
budgets. Yet a closer perusal of Table L.6 suggests that results once
again are mixed, i.e., the negative correlation between sectoral alloca-
tions for a region and the existing availability of public services is

rar from perfect.

Parastatal Expenditures

L.25 The foregoing conc¢lusions are based on regional government
expenditures which are only 20% or so of the total Govermment expenditures.
Very little is known about the impact of Central Government expenditure
or the rest of the public sector expenditure on the inter-regional
equities. One can only make a guess here. If one assumes that bulk

of the productive activities of the Central Govermment have not yet been
decentralized or that the activities of the major crop authorities or

the credit policies ot the rural and industrial development banks have
by and large remained unaftrected by the adoption of inter-regional equity
as a national objective, one can surmise that these sectors perhaps
would not be contributing to inter-regional equity in any significant
manner.

L.26 In fact, a study carried out in the Dev Plan has concluded

that "there is still strongly uneven distribution in parastatal investment
in the country." The gross per capita parastatal investment for Tanzania
(mainland) was estimated by this study at% 341 shillings -- with Arusha,
Coast, Mbeya and Morogoro receiving at least 25% above this average while
Lindi, Mara, Mtwara, Ruvuma, Shinyanga and Tabora received 25% below this
average.

L.27 Many recent big Central Government projects have been found

to have benetitted the relatively richer regions. TAZARA, for example,
which became a national priority project following the UDI by Rhodesia

in 1965, costing over 3,000 million shillings, is likely to bemerit regions
like Coast, Morogoro, Mbeya and Iringa more than others. Kidatu, a
hydroelectric national project, costing about 800 million shillings,

is also situated in Morogoro region. Invesument in tourist industry has
led to the construction of hotels in the national parks o. Arusha and
Coast regions and the location of the Kilimanjaro International Airport

in Arusha. The same observation could be made with respect to the

location oi the General Tyre Factory in Arusha, fertilizer and steel
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roll:Lng mills in Ta-nga’ textiles fact.orv in Mwanz&j a coffes cess
factory and sugar estates in West Lake reglon and several other large

national projects.

Conclusion

L.28 To sum up: Although Government appears to have started using
its expenditure allocations to improve the regional balance in the
availability of social services, the results are still very mixed.

The "pockets ot development" and inter-related social and economic in-
frastructure generated by the export- o_ientati_n of the development in the
past still continue to have their pull on budgetary allocations. Besides,
the facts that regional budgets are still very small and that parastatal
investment decisions are still made on rinancial considerations rather
than on the basis of the objective of inter-regional equity leave one
with the feeling that, though the start has been made, the end is still

very far.

L.29 Another conclusion of this Chapter is that the prospects of

financing national targets oi social services with likely fiscal revenues

are highly uncertain. The projected revenue difficulties will be so large that
o X

or 1990 will probably have to be modif
cl user

s f
new reveme eff‘ rts (in

eme ort duing taxation and levy of user charges) are
undertaken.

CHAPTER V. WORKING OF THE FINANCIAL CONTROL MECHANISMS
5.01 In a situation where decentralized administrations do not have
to generate their own resources and the Center undertakes to finance
all their activities, it is relevant to ask: How does the Center ensure
that the regions (and districts) control their budgets or "effectively"
utilize the funds which they receive from the Center? The purpose of
thls Chapter is to describe the mechanisms which have been instituted
since decentralization to affect controls at the time of the formulation
of the budget and during the fiscal year when the budget is being implemented.
Later the Chapter indicates how these control mechanisms seem to be working

5.02 The major instrumenis of controlling a region from making
an "undue" demand on the development budget in general or to "overspend”

on particular development project are the "Plan Guidelines" and the
"Standard Cost" estimates of a project.

5.03 The "Plan Guidelines", as was mentioned earlier, limits the
aspirations of a region and forces it to decide upon its sectoral
priorities. In the final analysis, as was shown in Chapter II, it is
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transport costs and other such economic factors. The appl

ication of
"standard cost" estimates seems to be & major instrument of comtrolling
project flnance in Tanzania.
5.05 On the recurrent budget side, the major control mechanism
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used at the time of the formulation of the budget is the announcement

by the Center of "celllngs" on each reglon s budget. These "celllngs"

are noimally arrived at by taking into account the likely revemue position
of the Govermment, previous year level ol recurrent expenditure of a

region, ‘'mormal creep’ as well as the recurrent expenditures resulting

from recently completed development projects and the size of the development

budget. Generally, the "ceilings" are so designed as to impress on the

regions the need for iiscal and financial discipline.

5.006 To turther tighten the control upon the recurrent budget, the
Center insists that the regions should not frequently realiocate their
funds from one sub-vote to another or transfer the funds earmarked for
one sub-head to another sub-head. Only recently some discretion has been
granted to them in matters relating to their recurrent budget. Never-
theless, as was indicated in Chapter ITI, funds allocated for major
components of the recurrent budget like "personal emoluments" and sub-
ventions" still cannot be reallocated without proper authorization.

5.07 It seems then that the "Plan Guidelines" and "Standard Cost"
estimates act as two control mechanisms at the time of the preparation

of the regional development budgets and the "ceilings" and limited
"reallocation powers'" work as two control mechanisms at the time of the
preparation of the regional recurrent budgets. A further control

mechanism lies in making it difficult for the regions to get "supplementary"
votes.

Conditions for "Supplementary"

5.08 To ensure that regions act with adequate fiscal discipline,
the Center has made the grant of supplementary allocations to them as
difficult as possible.

5.09 Under the Financial Orders, no ministry of region is entitled
to a "supplementary" vote Ior its recurrent budget excepting: (1)
"in cases of dire need where public interest will be jeopardized;"
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5.10 Similar conditions are also imposed for the supplementary
requests for development budget which a region might like to make.

Control Mechanisms During Implementation Stage

5.11 The major contrcl mechanism here is the rate of disbursement
" of the funds to a region which is tied to Center receiving from the
region its Quarterly Financial and other Reports.

5.12 All regions receive quarterly disbursements. While they
automatically receive a quarter of their development and recurrent
budgets in the beginning of the fiscal year, i.e., July 1, further
quarterly disbursements are not so automatic.

5.13 As far as disbursements for development budget are concerned,
they are based on the region submitting to the Prime Minister's Office:
(a) Quarterly Physical Progress Report comparing the actual physical
progress of a program for the quarter and year to date with the plans
as well as indicating a forecast of probable physical accomplishments
in the quarter ahead; and(b) Quarterly Financial Report comparing the
actual development and recurrent expenditure of a particular project or
program with plans. Besides, the region must submit a "Problem Report"
vhenever an immediate action on a major actual or potential problem
relating to a project is required in the region or district and which
cannot be resolved there itself. Should a region fail to submit the former
two Reports reqularly, release of development funds can be withheld.

5.14 For their recurrent expenditures also, the regions are expected
to submit to the Treasury a Quarterly (previously Monthly) Regional
Expenditure Summary Report showing actual recurrent expenditure (in-
cluding outstanding amounts or commitmenis already made) by districts

and by sub-votes against the budget allocations.

5.15 Under the Financial Orders, the national budgetary accounts
must be prepared by October 31 and then audited and presented to the
Parliament by December 31. With decentralization, therefore, it has
been expected that the regional accounts would be ready by September 30
or three months after the close of a fiscal year. The regions are, thus,
expected to prepare Annual Appropriation Accounts which should include
an Annual Programmes Performance Review indicating how each region or
district performed over the last year by comparing, for each development
project or program, the actual benefits, physical achievements and costs
against the approved plans.
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Working of the Control Mechanisms
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g.16 The available information on this is extremely limited, hence
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what follows must remain an impressionistic appraisal.

5.17 To begin with perhaps two factual statements can be made
t all

the a dited budgetary accounts of Government of

Tanzania (including Regional Administrations) since decentralization was
introduced in 1972/73 have still not been presented to the Parliament.
This means that data on actual expenditures by regions are not yet
available even though it 1s about two years that the final accounts were

due.

5.19 Second, most regions have asked for supplementary votes in
the last two years and are expected to ask for them in the current
fiscal year as well.

Failure to Produce Final Accounts

5.20 A variety of explanations have been given for the failure

of the Re gluud.l. Administrations to pro duce final accounts. Du-r—i—n—g 1972/
73, it is argued, the district and regional functional officers were
still in the process of moving inte tbe*r new jobs with the result that
they could not devote much time to the compilation of financial reports
expected of them. A second expl natlcn fo* this is given in terms of
the computerization of government accounts which has been in existence
in Tanzania since the early sixties. As long as the national budget

related to centralized ministries in Dar es Salaam, computerized accounts
de

could be easlily prepared. Once the administration was decentralized,

it proved extremely difficult, primarily because of long distances and

evere communication constraints, to feed regional and district expenditure

s
vouchers and primary accounting returns into the Central computer on a
d 'ly basis. The Govermment has now decided to decomputerize government

counts with effect from the 1973/7L year with the exception of government
empl oyee salaries.

E

5.21 In addition to all these, it is suggested that the Regional
and District Admlnistratlons lack t he necessary and properly qualified
accounting staff (there has also been a rapid turnover in their staff)
and this has made the prparatlon of reliatle accounts extremely difficult.
Even a relatively developed reglon like Arusha has found this to be a

are
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formally trained or experienced. It would like to have, if possible,
17 accountants of which 10 must be trained or experienced. The staffing
situation in districts is certainly much worse. WNo district seems t
have more than 50% of "desired" level of accounting staff.

severe problem. It has 13 accounting staff of which only five
£



5.22 Tt is not only that preparation of budgetary accounts has
suffered following the decentralization of Administration, the flow of
information required for control mechanism which were described above

is also simply not keeping pace. For example, the

re )

r'rJ.me I'llnister‘ S Ulllce show that Quarter.Ly j-'nyslc L Progress neports
were received from only six regions for the fourth quarter of 1972/73,
eight regions for the first quarter, 16 regions for the second quarter
and 10 regions for the third quarter of 1973/7L and those are the last
of the quarterly reports on plan projects received by the Center. It
appears then that the Center has not been taking a very serious view of
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DrllS proo.:.em and in DnlS sSense pernd.ps Some of the financial control
mechanisms have yet to become effective.

Problem of "Excess Votes"

5.23 Under the financial rules of decentralization (which are also
applicable to the ministries in general) it is only under exceptional
circumstances that a region can be granted a "supplementary" vote. In
Iact, one of the listed '"sacred' duties of the Regional (and District)
Finance Controllers is to see that '"Voted expenditure is not exceeded.”
Yot the fact is that many regions have been "overspending" on recurrent
account (see para. 2.18 above) and some have "overspent" on development
account too.

5.2 Once again, various explanations are given for this situation.
Firstly, 1t is suggested that the "ceiling" amounts suggested by the
Center and even the "final" recurrent allocations approved by the Par-
liament are highly unrealistic. The Center appears to have made severe
cuts in the recurrent budgets proposed by the regions, particularly
their expenditures on procurement and maintenance of vehicles, traveling
allowances, and maintenance of roads, buildings and other establishments.
Dodoma region, for example, asked for 25 vehicles in 197L/75, 13 as
replacements for older vehicles and 12 new, but finally got only 15.
Arusha region complained that the Treasury has permitted it only 7,500
shillings as the "standard (running and maintenance) costs" for each
landrover and lorry while it has actually cost it over 12,500 shillings.
Arusha requested 6.3 million shillings towards the cost of maintenance
of roads, bridges, etc (excluding personal emoluments), but got only 1.3
million shillings. All these have left the regions with a handle that
their budget estimates of recurrent expenditures have been unrealistic
anyway; consequently they do not seem to attach much significance to their
budget estimates.

5.25 There is yet another factor which accounts for "supplementary"
requests for their recurrent budgets. The recurrent expenditure con-
sequences of recently completed development projects, and it is well

known that most of them are social infrastructure projects with parti-
cularly heavy recurrent expenditure commitments, are not often anticipated
at the time of the budget formulation with the result that they end up



becoming "supplementary” requests as the fiscal year comes to a close.
It is extremely ditficult, in view of the complete absence of Appropria-
tion Accounts, to substantiate the significance of this factor.
5.26 On the development budget side, as Chapter IV shows, the
ngtandard cost" estimates are out-of-date. This also means that development
supplementaries cannot always be taken to be a reflection of the expanded
"real" development effort by the regions during the course ol a fisc
year. In part, as was shown in Chapter III, "standard costs" can prove

me forth
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unrealistic if the designated self-help component does not c
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and the region or district has to use paid labor in

5.27 whatever the reasons of supplementaries, the fact that

are more than isolated requests by one region or another suggests that
Tanzania may have more than a marginal problem here. There is in fact
some evidence that regional overdrafts on the Bank of Tanzania have
become a serious problem and this suggests that the control mechanisms
described above may not be working.

5.28 One of the explanations for such a situation also lies in the
fact that with decentralization in 1972 the politics and administration
of Tanzania have been more closely interwoven, with the former having

a final say in decision-making. In addition, all the political weight
has been placed behind the national targets of social services, as well
as the ujamaa villages which automatically are assured of social services,
with the result that administrators at the lower levels do not feel as
"guilty" as long as they are overspending only on social services and

not on other services. For many regional administrators recurrent ex-
penditure descipline simply does not carry the same degree of urgency

as it does for officials at the Cemter. It is precisely because of this
that budgetary allocations which do show a declining share of social ser-
vices in regional expenditures cannot be relied upon to predict what the
reality would look like once actual expenditure data become known.

5.29 Another argument here is that any serious attempt by the

Center to strictly control the budgets of the lower level administrations
could be seen to be against the very spirit of decentralization and

this would not be politically acceptable at this stage. This, of course,
makes the task of administrators at the Center extremely delicate when

it comes to enforcing financial controls over the regions. Is it a
surprise, then, that no action is taken when quarterly reports are

not submitted on time or when it is found that a region is likely to end
up seeking an "excess" vote!

Conclusion

.30 To conclude: for Tanzania's system of decentralization to be
ccessful it is imperative that financial controls are made to work.

t seems that they are not working yet; in fact certain forces mentioned
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above seem to be in operation which are likely to impede their effective-
ness in the future as well A golution to this problem must be found
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if decentralization is not to become a fiscal liability.
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report. It must be stressed again that inadequate data avallability
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decentralization made.
Tanzania's Own Brand of Decentraligation
6.02 Tanzania's system of administrative decentralization differs

significantly from what is usually defined as 'decentralization" of
government. A decentralized government usually consists of multi-

(often two or three) levels of government with each one having its functions
and tax authority to finance those functions clearly spelled out and

even constitutionally defined. Each level of government enjoys autonomy

in decision-making with respect to those functions and has its own
administrative set up to make those decisions and own civil service to

help make as well as implement those decisions. In doing all these,

the lower level governments might, and often do, legitimately seek
financial and other help from the higher level governments.

6.03 What Tanzania has actually done is that it has abolished local
governments altogether. It has centralized their tax powers and has
absorbed the employees of the former district, urban and city councils
into a central cadre and offered them the same salary structure and
conditions of service as those of the Central Government employees. It
has also simultaneously centralized the final decision-making authority
with respect to how much will be spent and on what.

6.0l In its place it has created lower, regional and district,
level administrations (quite distinct from govermments) and delegated
some functions or authority. For example, government activities in
relation to "rural development" have now to be performed through lower
level administrations. Besides, lower level administrations have been
made responsible for initiating the ideas, but not finally deciding,

as to what should be done in a region or district in the field of rural
development. Then, the regions have been "authorized", on behalf of the
Center, to carry out and implement the budgets and plans "approved"

by the latter for which they are "answerable" to the Central Government
and the National Assembly. The regions have of course been given some
limited discretion to "deviate" from the centrally approved budgets and
plans. Also they are not required to seek day-to-day authorization from
the Center in whatever they want to do. '



- 6L -

hus the system of decentralization adopted in Tanzania is

a uniqu e system -- it is more akin to deconcentration of
ority ~- and perhaps the most important single characteristic
ow the public administration system (or the "executive

A n fully integrated for decisi mn-making with the political
party (or the "political branch")

Goals oi Decentralization

6.06 Theoretically, there is no reason why the taxing authority as
well as spending decision-making cannot be centralized while at the same

time the spending activity is actually decentralized. In fact, the
goals of using tax policy as a redistributive device or public expenditure
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policy to bring about inter-regional (and rural-urban) equity in public
e o ans best be achieved after the centralization of tax
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ernap
lic spending decisions have been brought about and this
vationg behind the 1972 reforms. %imilarlv.
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the major advantages of decentralizing spending activity would be to
Tymmn a

bring about speedier implementation of projects and programs as well as

encourage local participation in development.
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6.07 But, then, clearly there are no mechanisms inherent in the

L 2 e~ .-
system of decentralization which would automatically encourage the

spending units to mlnimize the costs of services that they provide or
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to control their expenditures within the authorized levels. Also, as a

result of the 1ntegrat10n of politlcs and adminlstratlon partlcularly

production decentralization of administr

that productive sectors might get ignored in favor oi social sectors.
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GCeneralizations
6.08 In appraising the results oi decentralization, with admittedly
inadequate data available at this stage, a few gensralizations might be
made.
Achievements
6.09 Decentralization appears to have succeeded in achieving the
following:
(a) It has speeded up spending and removed a serious in-
stitutional bottleneck on local project 1mp1 mentational
1 2 m~d e mam o

capacity. However, to the extent thls capacity was
constrained in the past by the lack of trained staftf or
availability of local and imported building materials or
because ot other procurement difficulties, decentralization
has done, and in fact could do, very little to remove them.
If anything, it has aggravated some of these problems.
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It has made the pursuit of the goal of inter-regional
equity easier for the Government. There is some evidence
suggesting that the Government is now implementing this
goal vigorously.

communications between the villages,
The local npnn'ip now
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It has improved the

districts, and regions

wards. .
wards, Stricts, and regions.

know whom to approach for making suggestions or getting

things done. The decentralized system has; therefore,
been successful in conceiving of development projects
based on local "needs" and the Regional and District
Administrations have found no difficulty in initiating
new ideas.
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administration has not resulted in any significant inter-

functional cooperation at the regional or district levels
(this is partly because salary levels and conditions of
service of different functional officers still remain

far from uniform). Rarely any cost-benefit studies are
done before a region proposes a project or even before the
Center accepts it which, of course, is not unique to

Tanzania alone.

The greater "cost-consciousness' does not exist. The
major tool of ensuring cost constraint on a development
project, i.e., "Standard Costs” seems to have become
unrealistic with heavy inflation in material costs and
rapidly rising salaries and labor costs. A review of
this question now seems to be in progress.

Decentralizalion has not resulted in a perceptible improve-
ment in the motivation oif people to participate in devel-
opment projects. Overall voluntary labor contributions
have probably expanded but this is because more 1s now
being done, particularly in the social sectors, than
before rather than that decentralization has generated

an urge in the people to participate in development
projects and contribute voluntary labor.

The expenditure decision-making has not been democratized
which means the Center still dictates what the overall
allocation of development funds should be. It has




attempted to place a 1id on people's desire to have more
and more social services at the cost of productive in-
vestments but an answer to the question whether or not
this strategy is succeeding in reality will have to wait
until final appropriation accounts of the Regional
Administrations become available. Nevertheless, one thing

is obvious that much of the govermment productive activities

are still outside ot the¢ Jjurisdictions ot the Regional
Administrations; they either belong to parastatal
organizations or the Central Ministries.

(e) The financial control mechanisms are not working and there
is a real danger that regional expenditures, particularly
heavy recurrent expenditures due to fast expanding social
services on which regions are not allowed to levy any
user charges, might soon get out of hand.

6.11 Of course, it is too soon to know for sure what, in the

final analysis, the net benefits of decentralization would be. What has
been decentralized so far 1s/on1y nine Central Ministries and only about
20% o1 the national budget._ The share of decentralized administration
would be even smaller if the resources of the central parastatal enter-
prises are taken into account. The Government does not appear to be
rushing towards regionalizing its budget or its total administration.

It would seem advisable to review the successes and fallures of present
"limited" decentralization before taking the next step but, then, this
exercise will have to wait till more data become available.
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The "limited” amount of decentralization which seems to have
taken place up till now partly reflects the limited project
preparation, project designing and implementation capacity

of the reglonal/local administrations. In part it is also

due to the insistence of foreign donors who prefer to deal with
a single centralized agency even though the program may have
regional /local character (p .g.s; Scandanavian assistance for

health services).



