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PART ONE




PREAMBLE

The Govemment of the United Republic of Tanzania has endorsed the
Plan and Budget Guidelines for the medium term 2010/11 i 1012/13. The
guidelines are to be used by the MDAs, Regions and Local Government
Authorities in preparing well informed medium term plans an d budgets for the
period 2010/11 i 2012/13 and the Annual Plan and Budget for 2010/11 and for
the outer years, 2011/12 and 2012/13.

The document is organized in ten chapters which are integrated and
synchronized in order to make them whole-some. Each chapger begins with a
review of what transpired during the past year and briefly point s out
achievements registered in the course of implementation as well as challenges

being faced.

Chapter One raises the curtain by a careful treatment of issues of
macroeconomic relevance, including economic growth, inflation, the performance
of Tanzania and its trade partners in respect of international trade, domestic
revenue collection, to mention but the more important ones. The chapter
concludes by providing projections of main economic indicators which will serve

to guide public actions in the medium term.

A review of the plan and implementation of MKUKUTA for the year
2008/09 is undertaken in Chapter Two. The chapter introduces the National
Development Vision 2025 which was formulated in 2000 and its implementation
was planned to be through medium term plans (MTP). MKUKUTA is implemented
under three clusters. This chapter gives, therefore, an account of how the key
sectors in the three MKUKUTA clusters performed and pants out in detail the key
achievements and the challenges that are being faced. The key sectors that have
been reviewed in Cluster | are Agriculture, Livestock, Fisheries, Manufacturing,

Minerals, Roads, Energy and Lands. Under Cluster Il, the sectors revewed are:



Education, Health and Water. Finally, under Cluster Ill, the following sectors are

reviewed: Governance and Accountability, HIV and AIDS, Gender, Environment,
Population and Development, Social Protection, Employment and Economic
Development, Export Processing Zones and Special Economic Zones, and

Business and Property Formalization Programme.

As it has been the practice in the past, a separate Chapter Three has been
devoted to the sub-national levels of administration i the Regions and Local
Government authorities. Regions due to the vital role they play in facilitation and
backstopping to the local government authorities to effectively implement
government policies and deliver public services. The proximity of these levels to
the citizens makes Regions and LGAs deserve a chapterso that issues that are
specific to them are put in focus, without which such worthy issues as
maintenance of peace, order, tranquility and good governance as well as

bringing about development at the local level woul d be difficult to achieve.

The governance reforms continue to impact on public service delivery at
all levels and in every sector. Thus, Chapter Four captures these reforms and
discusses developments within Public Service Reform Programme |II, Local
Govemment Reform Programme Il (D by D), Public Financial Management
Reform Programme lll, Legal sector Reform Programme, the National Anti-
Corruption Strategy and Action Plan Il and Second Generation of Financial Sector
Reform Programme. The chapter underscores complementing feature of the

reforms with a view to enhancing good governance and accountability.

The influence of public investments in the performance of the economy is
recognized in Chapter Five. In particular, the place of those investments in
propping up the economy and the pressures that they exert to the Government

budget are discussed. Specific instructions are given to the public corporations



on what they are supposed to do in the medium term for them to continue to

deserve the status accorded to them.

The public investment plan for the medium term (MPIP) is explained in
Chapter six. In this chapter, investment priorities for faster economic growth in
line with the National Development Vision 2025 are put in proper perspective.
MPIP aims at improving transport and communication infrastructure, energy and
power supply, water harvesting for irrigation for the realization of Kilimo Kwanza
aspiration, industrial parks and commercial areas development and enabling
Tanzania to take full advantage of her geographical position in respect to her

neighbours.

The contents of chapter six provide an input for Chapter Seven which
spells out medium term objectives and focus, which enable resource allocation in
line with perceived priorities, a subject handled in Chapter Eight. The Chapter
also highlights milestones to be undertaken to ensure smooth carrying out the
forthcoming General Election slated for October 2010. Personal emoluments will
continue to be the first charge under the Recurrent Budget. Resources under
Development Budget are to be strategically directed, specifically to the growth
sectors so as to spur high economic growth in the medium term. Meanwhile,
allocation of resources to the social sectors will continue so as to sustain the

achievemerts obtained so far and improve the access and quality of the services

Chapter Nine provides a mechanism by which the Government will make a
follow-up on the execution of its budget with a view to ensuring value for
money. In this regard, the whole issue of performance monitoring, evaluation
and reporting is elaborated at length in th e chapter. Finally, the concluding
Chapter Ten serves to remind the various institutions dealing with the

management of the budget about their roles and responsibilities.

Xi



CHAPTER ONE

REVIEW OF MACROECONOMIC DEVELOPMENT

Macroeconomic Performance

1. Economic growth has been stable, with GDP growth averaging 7.2 percent
between year 2002 and 2008. The strong growth performance is in response to
sound macroeconomic policies and reform efforts taken by the government over
the past two decades. Though agriculture has remained the dominant activity in
Tanzania, the economy has increasingly become diversified, embracing activities
such as manufacturing, trade and repairs, mining, construction, real estate and
business services, as well as transport and communication. Inflation, which had
remained at single digit for 10 years since 1998 crossed into the double digit
territory since September 2008. The increase was driven mainly by lagged

effects of the spike in international food and fuel prices.

2. With regard to fiscal operations, the government has over the time
managed to increase domestic resource mobilization efforts, while maintaining
expenditures within budget limits. Domestic re venue increased from 10.8 percent
of GDP in 2002/03 to 15.8 percent of GDP in 2008/09, while expenditure
increased from 17.6 percent of GDP to 25.3 percent of GDP over the same
period. During the period, the Government restrained from domestic bank
borrowing as a way of encouraging more financial resources to the private
sector, and also to reduce pressure on domestic prices. Meanwhile, the financial
sector remains solid, with credit to the private sector increasing from an average
of less than 6 percent of GDP in 2002 to an average of 19 percent of GDP in
2009. Gross official reserves have increased significantly as well, from around
USD 1.5 billion in November 2002 to USD 3.5 billion in November 2009,

equivalent to 5.7 months of imports.



A. Economic Growth

3. Despite the achievements that were registered over the past seven years,
economic growth in 2009 is likely to slow down on account of the global financial
crisis (GFC), and is estimated at 5.0 percent. However, according to the
November 2009 World Economt Report forecast, the global economy is healing
and emerging from recession, though the recovery is likely to be relatively slow.

The recovery is expected to be reflected into Tanzanian economy by 2010.

4. |l ndi cator s of Tanzani aods heeyea nendmg
December 2009 reflect that growth has been affected by the global financial

crisis albeit by a lesser extent when compared with advanced and middle income
economies. This has been evidenced by the recent upward trend of the value of
the traditional exports in the year ending December 2009. For instance, prices of
all traditional exports declined between 2008 and 2009, except tea and tobacco.
However, increase in export volumes compensated for the decline in prices. As a
result, the value of traditional exports went up by 12.5 percent to USD 470.8

million compared to the level recorded in 2008.

5. The price of gold (USD per troy trounce), which had increased by 25.12
percent during the year ending December 2008, slowed down to an increase of
11.59 percent during the year ending December 2009. However, due to increase
in gold export volumes, gold exports increased by 15.4 percent, from 932.4
million in the year ending December 2008 to USD 1,076.1 million in 2009.

6. The export value of horticultur al products also increased to USD 32.2
million during the year ended December 2009 from USD 19.1 million recorded in

the corresponding period of 2008, equivalent to an increase of 33.7 percent.

c
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7. In addition to the impact of the GFC, growth is likely to be affected by the
2008/09 drought which has affected agricultural production, hydro power
generation as well as industrial production; all of which have a significant share

to total GDP.

8. In 2009, the services economic activity is estimated to grow by 6.0
compared to 8.5 percent real growth recorded in 2008. The main casualties are:
communication; hotel and restaurants; and trade and repair sub -economic
activities mainly on account of the low FDI and tourism inflows following the

impact of the GFC. The number of tourist arrivals has fallen since November
2008. This will likely reduce earnings from tourism; hence decline in the growth

rate of hotel and restaurants sub -economic activity.

0. The growth rate of industry and construction economic activities is

esti mated to slow down to 5.6 percent in 2009 from 8.6 percent in 2008 mainly
on the account of low performance in electricity and gas, manufacturing and
construction sub-activities. The manufacturing sub-activity is expected to grow
by 6.6 percent in 2009 compared to 9.9 percent in 2008 mainly on account of
decline in the demand for manufactured exports, owing to the impact of global
financial crisis as well as the effect of the power shedding which started in the
third quarter of 2009. The decline in construc tion sub-activities is due to slow

down in construction sub-activity in anticipation of the impact of the GFC.

10. Similarly, electricity and gas sub-activity is anticipated to grow at 3.0
percent in 2009 compared to 5.4 percent in 2008 due to drought in 200 8/09, as
well as dilapidated and breakdown of power plants. As of October 2009, total
energy requirement was 769MW and the available plants have the capacity of
generating 964MW (installed capacity). However, the available plants could only
produce 538MW, which is equivalent to 70 percent of the annual requirement

and 55.8 percent of the installed capacity.

3



11. The growth in agricultural and livestock economic activities is
expected to slow down to 2.7 percent in 2009 compared to actual growth rate of
4.6 percent recorded in 2008 due to uncertainty in weather conditions (failure of
short rains and delays in long rains) and the current global financial crisis which
has partly affected the demand and prices of traditional exports. In 2009, there
was lower than anticipated crop production caused by erratic rains. Traditional
exports, especially cotton and coffee, were also affected partly on account of the
impact of the global financial crisis as the prices in the world market declined
during the period under review. As such, growth in this sub-activity is projected

to slow down from 5.1 percent in 2008 to 2.9 percent in 2009.

12.  Fishing economic activities is expected to record 2.0 percentage point
decline in growth rate, from 5.0 percent in 2008 to 3.0 percent in 2 009, owing to
continued use of poor fishing gears, destruction of fish hatcheries, and low
production to meet world market demand as well as increasing competition in
the European countries resulting from fish farming from Asian Countries (China

and Vietnam).

B. Inflation

13. In December 2009, inflation stood at 12.2 percent, and the annual
average for 2009 was 12.1 percent compared to an average of 10.3 percent in
2008. The relatively high inflation in 2009 is mainly explained by food inflation
associated with low food production due to erratic rains. The situation was
worsened by food shortages in the neighboring countries. However, since
October 2009, inflation has been easing down on account of a slowdown in the
increase in food prices. Food inflation rate reached 14.5 percent in December
2009 from 18.1 percent recorded in October 2009. The average food inflation for
2009 was 17.9 percent compared to an average of 12.7 percent in 2008 (Chart
1.1) .



Chart 1.1: Tanzania: Annual Headline, Food and Nonfood Inflation
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C. Government Finance

14. During the year 2008/09, the Government executed the budget on the
basis of policy objectives that focused on strengthening domestic revenue
collection, public financial management and accountability. However, the fiscal
outturn for the year 2008/09 was characterized by a shortfall in revenue

collection and under-spending in expenditure categories.

15. Domestic Revenue: Total collection for the year reached TShs 4,293.1
billion, implying a shortfall of 10 percent against budget estimate for 2008/09
and 18 percent growth over 2007/08. The shortfall in collection was primarily
caused by the impact of the GFC that led to a decline in demand and prices in
the world market. Consequently, there was a slowdown in economic activities
and revenue collection, in particular, custom duties; domestic excise duties;
income taxes and non-tax revenue. The shortfall in domestic revenue collection
during the year necessitated the government to borrow Tshs. 323 billion
equivalent to 1.2 percent of GDP from domestic sources, through issuance of a

special bond.



16.  The fiscal performance during the period July i December 2009, was also
characterized by a shortfall in revenue collection. Total domestic revenue
collected was Tshs 2,291.2 billion, equivalent to 90 percent of the targeted Tshs
2,540.8 billion for the period. The shortfall in tax revenue collections was
recorded in all major tax categories including taxes on imports (92 percent of the
target); income tax (86 percent); Exc ise duty (82 percent); VAT (99 percent);
and Other taxes (95 percent). Collections from Non Tax Revenue were 29
percent below the target. The short fall in collection of NTR is partly attributed to
the impact of recent Global economic recession which advesely affected tourism
sector in the country. The underperformance is also caused by delays in
implementation of the proposed measures to review rates of r esidence permits,
VISA and immigration fees. This will cause a revenue gap amounting to Tshs. 7.5

billion in the fiscal year 2009/10.

17. Foreign Resources: In the financial year 2008/09, Tshs. 1,025 billion

was received as General Budget Support (GBS) equivalent to 126 percent of the
estimates of Tshs. 812 billion. The increase of the GBS by 26 percent ove the
estimate is due to the contribution from Canada and Germany which were not
initially budgeted and the effect of exchange rate depreciation against the US
Dollar. Grants and loans received in the form of projects and Basket Funds
during the period was Tshs. 1,281 billion, equivalent to 86 percent of the

approved estimates for the financial year 2008/09. The shortfall was caused by
slow implementation of projects mainly emanating from prolonged procurement

procedures; failure of some MDAs, Regions and LGAs to account for Donor
funds; and non use of exchequer system by some development partners on

project funds.

18.  Performance during the period July-December 2009 indicates that foreign
assistance in the form of GBS was Tshs. 785 billion, equivalent to 79 percent of

the budget estimates of Tshs. 997 billion. On the other hand, some DPsreduced



part of their commitments on GBS. Projects and Baskets funds disbursed were

Tshs. 789 billion equivalent to 83 percent of budget estimates for that period.

19. Expenditure : The overall expenditure in 2008/09 reached 25.3 percent
of GDP compared to 22.9 percent in 2007/08. Total expenditure for 2008/09 was
Tshs 6,811.8 billion, equivalent to 95.0 percent of the total estimate of Tshs.
7,192.1 billion. Overall recurrent expenditure was broadly in line with budget
estimates, which is a significant improvement in expenditure execution compared
to the recent past. Development expenditure was 86 percent of the estimate for

the period.

20.  Government expenditure during the period July-December 2009 was Tshs
4,283.6 billion or 88 percent of the estimates of Tshs 4,866.6 billion for the

period. Recurrent and development expenditures in the same period were Tshs
3,036.7 billion and Tshs. 1,246.9 billion respectively.

D. Public Debt

21. The public debt* stock at the end of November 2009 stood at USD
6,765.65 million, being an increase of 10.8 percent from the amount at the end

of June 2009. The increase is attributed to the new disbursement and issuance
of new Government Bonds to meet infrastr uctural challenges. Out of the debt
stock, external debt accounts for 72.7 percent and domestic debt is 27.3 percent.
External debt stock stood at USD 4,920.03 million, out of which USD 4,251.9
(86.4 percent) is disbursed outstanding debt (DOD) and the rem aining amount of
USD 668.13 is interest arrears.

22.  The stock of domestic debt as at the end of November 2009 stood at Tshs
2,400.17 billion, out of which Government securities are Tshs 2,391.82 billion
(99.7 percent) and other debts are Tshs 8.35 billion (0.3 percent). The debt
stock increased by Tshs 137.83 billion (6.1 percent) from Tshs 2,262.3 registered

! The debt recorded here is only Government debt (i.e exclude private debt)

7



at the end of June 2009. The increase was mainly due to issuance of

government bonds.

E. Money and Credit Development

23.  After recording a persistent strong growth at an annual average of 35.3

percent for the past 3 year s, the growth

eased to an average of 27.9 percent in 2009.During the year ending December
2009, the ratio of private sector credit to GDP declined to 17.0 percent from
18.4 percent registered at end December 2008. The decline is mainly attributed
to a continued cautious attitude by banks in extending credit to the private

sector, following the global financial crisis. The cautious stance towards lending
to the private sector was mirrored through increase in holding of foreign assets.

The slowdown in banks credit was observed mostly in agriculture, mining and
qguarrying, manufacturing, building and construction, while transport,
communication, hotels and restaurants activities sustained strong credit growth.
On the other hand, personal loans® and credit to trade activities grew albeit at a
slow pace. Meanwhile, during the period under review, personal loans continued
tosustainl ar ge s har es edif follbwee by traade dnd mManufacturing

activities (Chart 1. 2).

2 personal loanare loans taken by individuals from banks by either being guaranteed by employers or by providing collaterals. Such

loans are usefbr businesses, building houses, paying for school fees etc.
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Chart 1.2: Percentage Share of Outstanding E
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24.  Notwithstanding the slow-down in credit to private sector, banks
continued to mobilize deposits, reaching a stock of TShs 7,190.1 billion by end
December 2009 compared with Tshs 6,012.9 billion in December 2008. During
the year ending December 2009, banks mobilized deposits amounting to TShs
1,177.3billion compared to TShs 955.5 billion mobilized during the corresponding
period in 2008. Meanwhile, financial deepening3 echoed the cautious lending
stance taken by banks, as it declined slightly to an estimated average of 27.5
percent in 2009, from an average of 27.8 percent in 2008. Reflecting the
slowdown in the growth of credit to the private sector, broad money supply (M2)
slowed to an annual growth rate of 20.8 percent in December 2009, from 24.4
percent registered in the year ending December 2008. Similarly, the growth of
the extended broad money supply (M3)* slowed to 18.4 percent, from 19.8

percent recorded in the year ending December 2008.

® Financial deepening generally means an increased ratio of money supply to GDP. The more liquid money is available in an
economy, the more opportunities exist for continued growth.

4 M; consists of broad money (MZ2) + Foreijgn Currency deposits.
4 M consists of narrow money (M1) + savings deposits + time deposits.
M; Consists of currency in circulation outside banks + demand deposits of residents in deposit money banks
M, Consistsofcurrengy i n c¢i rcul ation outside banks + deposit money banksé d
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25. Interest rates development: Commer ci al banksod
manifested positive developments, notably beginning 2006/07, as reflected
through the declining cost of borrowing funds in the face of increasing deposit
rates. While short term (up to one year) deposit rate increased to an average of
8.92 percent between July and December 2009 from 5.21 percent registered in
2003/04, short term lending rate declined to 13. 93 percent from 15.75 percent.
As a result, the interest rate spread declined to an average of 5.01 percentage
points during the first half of 2009/10, from 10.54 percentage points in
2003/2004 (Chart 1. 3).

Chart 1. 3: Interest Rate Spread
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26. The positive development in interest rates was mainly on account of
increase in competition associated with an increase in the number of banks and
financial institutions, decline in interest rates in the treasury bills market (which
act as an anchor to market determined interest rates), as well as a decline in the
rates at which the Bank of Tanzania lends funds to commercial banks. The
overall treasury bills rate declined from an average of 13.48 percent in 2006/07
to an average of 5.40 percent during the first five months of 2009/10 . Likewise,
during the period, the 364 -day T-bill rate declined to an average interest rate of
8.12 percent, down from 14.41 percent (Chart 1. 4). The decline in the treasury

bills rates was due to deliberate efforts by the Government to reduce borrowing

1C
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from the banking system, and measures adopted by the Bank of Tanzania to
increase efficiency in the treasury bills market. In addition, effectively from
2008/09, the Bank has reduced the Bank rate at which commercial banks borrow
funds, thus pushing the rate to an average of 4.89 percent in the first half of
2009/10 from an average of 18.34 percent recorded in 2006/07 .

Chart 1.4: Selected Interest Rates Movements (Annual averages)

= Annualdeposit rate === Annuallending rate 364 day - Thill rate

18.00
16.00
14.00 —
12.00
10.00

8.00 N

6.00

4.00

2.00

0.00

2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10

27. The government recognizes that the margin between lending and deposit
rates is still high despite the decline, when compared with negotiated interest
rates between banks and prime customers. During the seven-year period, the
interest rate margin b ased on negotiated rates was on average 2.27 percentage
points compared with 7.06 for ordinary customers (Table 1.1). The difference is
mainly on account of perceived high risk of business attributable largely on

inadequate information on borrowers.
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Table 1.1 Selected Interest rates applied by banks - annual averages

2003/04  2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 1/ Average

Annual deposit rate 521 5.94 7.26 8.78 9.50 8.60 8.92 7.74
Annual lending rate 1575 1554 1565 1523 1395 1367 1393 14.82
Interest rate spread 10.54 9.60 8.39 6.45 4.45 507 5,01 7.07
Negotiated deposit rate 6.62 7.96 9.80 903 1047 1039 1025 9.22
Negotiated lending rate 879 1078 1154 1144 1220 1287 1373 11.62
Spread based on negotiated interest rates 2.16 2.82 173 241 173 2.48 348 240
364-day T-hills 747 1030 1348 1441 1281 1233 8.24 11.29
Overall T-hills 7.33 917 1239 1348 1124 1056 5.65 9.97
Bank Rate 1220 1414 1709 1834 1630 1531 4.89 14.05

Source: Bank of Tanzania
1/ July - December 2009

28. Narrowing the deposit-lending margin and maintaining positive interest
rates remains a big challenge to the Government. The challenge is being
addressed by reducing risks associated with lending to the private sector. The
Government (through the Bank of Tanzania) is implementing a number of
measures directed towards increasing financial deepening and outreach as well
as increasing competition in the financial sector. The measures include
establishment of credit reference bureau, which will provide reference on
creditworthiness of potential borrowers from banks, thus reduce risk of default;

and addressing weaknesses in the legal framework that obstruct realization of

land based collateral, including title deeds issuance and collateral registration.

F. External Sector Development

29. Performance in the external trade was fairly satisfactory, whereby the
trade net position improved by USD 652.7 million in 2009. Combining the trade
account with the service account, the value of export of goods and services

increased to USD 4,693.6 million in 2009, from USD 4,687.7 million recorded in
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2008. During the period, import of goods and services declined by USD 575.3
million, from USD 8,089.2 million to USD 7,514.0 million. Consequently, current
account improved by USD 675.0 million, from a deficit of USD 2,883.1 million to
a deficit of USD 2,208.1 million in December 2009.

30. Goods Exports: During the year ending December 2009, export of goods
went down by 2.0 percent to USD 2,634 million, largely du e to a decrease in
manufactured exports. Chart 1.5 summarizes the performance of selected

goods export during the past four years

Chart 1.5: Performance of Selected Goods Export
Millions of USD
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31. During the period under review, exports of gold continued to account for a
large share of total exports of goods, accounting for 40.9 percent in 2009 and

34.7 percent in 2008 (Chart 1. 6).

13



Chart 1. 6: Contribution of Selected Items to Total Exports of Goods for the Year Ending
December (in percent)
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32. Services receipt : On annual basis, services receipt amounted to USD
2,059.6 million, being higher than USD 1,998.8 million recorded in 2008,
following an increase in receipts from businesses other than transportation and
travel. During 2009, receipts from other business services were USD 327.0
million, 40.0 percent higher than the amount recorded in the preceding year. On

the other hand, Travel which accounts for about 60 percent of total services
receipt amounted to USD 1,260.1 million compared to USD 1,288.7 million
recorded in 2008. Available statistics show that from January to November 2009,
the number of international arrivals was 697,131, being 10.6 percent low er than
the number of arrivals recorded in the corresponding period last year. The dismal

performance is partly attributed to the global financial crisis (GFC), which has
affected major sources of tourists to Tanzania. However, improvement in travel

receipts is anticipated given the recovery of major economies from GFC and
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concerted efforts by the government and other stakeholders in promoting
Tanzania as a unique tourist destination in new emerging markets. Chart 1.17

depicts the performance of the main services receipt for the past four years.

Chart 1. 7: Service Receiptsfor the year ending December
Millions of USD
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33.  Imports: During the year ending November 2009, the value of goods
import was USD 5,775.7 million compared to USD 6,483.4 million recorded in
2008. This development was largely due to a significant drop in imports of
intermediate goods particularly oil products (Table 1.7 ). The value of oil imports
declined by 28.9 percent to USD 1,307.5 million due to a fall in the prices of oil in
the world market. Meanwhile, the volume of imported oil increased from
2,316,481.9 tons recorded in 2008 to 2,916,484.4 tons. Import of capital goods
was USD 2,513.1 million, being lower than USD 2,648.6 million recorded in 2008

15



Table 1.2: Import of Goods

Millions of USD
2009° Year Ending Dec %
ltems 2008 % Change 0
Dec Nov Dec Dec 08- | Nov 09 - 2008 2009 Change
Dec 09 Dec 09
CAPITAL GOODS 211.6 220.0 242.3 14.5 10.1 2,648.6 2,513.1 5.1
Transport Equipment 67.3 58.6 74.2 10.2 26.7 787.8 741.0 -5.9
Building and Construction 55.9 70.1 69.6 245 -0.8 619.5 562.1 -9.3
Machinery 88.4 91.3 98.5 115 7.9 1,241.3 1,209.9 -25
INTERMEDIATE GOODS 123.8 186.2 172.2 39.1 -7.5 2,551.3 1,870.6 -26.7
Oil imports 75.8 130.6 114.2 50.5 -12.6 1,838.6 1,307.5 -28.9
Fertilizers 9.8 10.6 111 131 4.6 150.4 95.2 -36.7
Industrial raw materials 38.2 45.0 47.0 23.0 4.4 562.3 467.9 -16.8
CONSUMER GOODS 118.4 126.0 121.4 25 -3.7 1,283.5 1,392.1 8.5
Food and food stuffs 259 40.0 24.6 -5.0 -38.4 290.9 341.9 175
All other consumer goods 92.5 86.0 96.8 4.6 125 992.7 1,050.2 5.8
GRAND TOTAL (F.O.B) 454.0 5324 535.9 18.03 0.7 6,483.4 5,775.7 -10.9
GRAND TOTAL (C.1.F) 499.0 585.1 588.9 18.03 0.7 7,124.6 6,347.0 -10.9

p = Provisional

Oil imports refers to refined petroleum products

1 It includes pharmaceutical products, paper products, plastic items,

optical/photographic materials, textile apparels

Source Bank of Tanzania and haania Revenue Authority

34. Despite the decline in the value of oil imports, the same continued to

dominate goods imports. The share of oil imports during the year ending

December 2009 was 22.6 percent, compared with 20.1 percent for imports of

machinery and 18.2 percent comprising all other consumer goods (Chart 1. 8)
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Chart 1.8: Contribution of Selected Items to Total Goods Imports
for the Year Ending December (In percent)
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35. Service Payment: During the year ending December 2009, services
payment was USD 1,738.2 million, representing 8.2 percent higher than the
payment made in 2008, largely due to an increase in payment for travel, other
business and government services. On the other hand, transportation payments
which mainly consist of freight payments declined in line with the decrease in

goods import.

G. Balance of Payment

36. During the year ending December 2009, the overall Balance of Payments
remained positive, recording a surplus of USD 428.9 million from a surplus of
USD 148.2 million recorded during the previous year. The positive development
is largely attributed to the narrowing of the current account deficit by 23.4
percent to a deficit of USD 2,208.1 million, following a decline in import bill and
increase in the official current transfers During the period under review, the

gross reserves position increased to USD 3,551.3 million from USD 2,872.6
17



million recorded in the corresponding period in 2008. This level of reserves was

enough to cover about 5.6 months of imports o f goods and services.

H. Exchange Rate Development

37. The value of the shilling against the US dollar depreciated on average by
10.3 percent to Tshs. 1,318.71 in 2009 per USD, from an average of Tshs.
1,195.75 per dollar in 2008 (Chart 1. 9). The decline in the value of the shilling
was mainly attributed to speculation on fluctuations in foreign exchange supply,
foll owing the global financi al crisis towarodd
partly reflected through accumulation of foreign assets during the period. During
the year ending December 2009, foreign assets in banks increased to a stock of
USD 9858 million from USD 652.0 million recorded in November 2008,
representing an increase of 51.2 percent. In contrast, during the corresponding
period in 2008, foreign assets declined by USD 181.7 million or 21.8 percent.
Going forward, it is expected that the domestic currency will stabilize, as fears on
global financial crisis dissipate, coupled with an increase in the supply of foreign
exchange in the banking system, notably foreign reserves at the Bank of

Tanzania.

Chart 1.9: Exchange Rate Movements (Monthly Weighted Average)
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Regional Integration  and International Cooperation

38. Tanzania is a member of SADC and EAC regional integration blocs. SADC
is at the stage of Free Trade Area in the integration process and studies are
underway for the establishment of SADC Customs Union. EAC on the other hand,
is already at a Customs Union stage and negotiation for the establishment of EAC
Common Market has been concluded and the Protocol was signed by the Heads
of State on 20" November, 2009 in Arusha. The Protocol is expected to come
into force in July 2010 upon ratification by all five Partner States. With a view to
deepen regional integration The EAC, SADC and COMMESA have initiated the
EAGSADCGCOMMESA Tripate arrangerant aiming at establishing a EAGSADC
COMMESA Free Trade Area, and subsequently a EASADGCOMMESA Custom
Union. Other regional economic cooperation initiatives include NEPAD and EPA
with the EU. It is important that Tanzania is well prepared to take advan tage of

the opportunities brought by these regional integration initiatives.

Achievements

39. During the period under review the following notable achievements were

realized in the regional integration agenda:

0] Implementation of a Custom Union that has resulted into increased
trade volumes and investments flows to Tanzania from EAC Partners
States, and increased revenue

(i) Increased exports to the EAC market from USD 145.47 million in 2004
to USD 310.47 million in 2008;

(i) Investment projects to Tanzania from EAC increased from 100 projects
in 2007 worth USD 131.59 to 177 projects in 2007 worth USD 441.94;

(iv)  Investment to Tanzania from EAC resulted into increased employment
from 10,627 new employment opportunities in 2007 to 12,051new

employment opportunities in 2008;
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(v)

Protocol for the establishment of EAC Common Market has been signed

in November 2009;

(vi Completion of stakeholdersdé views
Political Federation, and the initiation of a study to consolidate
concerns and challenges identified during the consultation process so
as to identify ways of addressing the challenges as directed by the 11th
EAC Summit in November 2009;

(vii)  Implementation of the East African Road Network Project, in particular
the commencement of the construction of the Arusha T Namanga i
Athi River Road Project, a road that will connect Tanzania and Kenya;

(viii) The development of the East Africa Railway Master plan;

(ix)  The inauguration of the EAC Head quarters by EAC Heads of States in
November, 2009 marked the beginning of the construction works; and

(x) Commencement of Environment Management Programme Il (LVEMP
I) in August 2009 that aims at sustainable utilization of resources and
environment management.

Challenges

40. During the period under review, the following major chal lenges were

identified:

) Public awareness on EAC integration is still limited among the various
stakeholders in the country, thus constraining their ability to take full
advantage of the emerging opportunities from the integration process;

(i) Mainstreaming EACi nt egr ati on agenda into
strategies;

(i)  Facilitating free circulation of goods in the Community while safeguarding
domestic revenue collection;

(iv)  Identifying skills demand in the labour market in EAC-CM,;

(V) Exploring the impact of the capital account liberalization on

macroeconomic stability; and
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(vi)  Effective administration, financing and implementation of the deeper

stages of integration.

Implementation of the Rescue package against the Global Economic

Recession

Development during the Crisis

41. Li ke ot her economi es, Tanzaniabds econom)
gl obal financi al and economic c¢crisis. Al t h
been resilient to the first round effects of the financial crisis due to limited
integration to international financial and capital markets, the second effects have
been vivid in real economy especially in tourism, agriculture and mining sectors
leading to a fall in the prices of most commodity exports , revenue collection,

foreign investments and increase in unemployment.

42.  Prior to the crisis, GDP had been projected to grow at 7.8 percent in 2009.
However, after taking into account impacts of the crisis, the projection has been
revised downwards to 5.0 percent in 2009. On the Government revenue side,
domestic revenue collection was not satisfactory during 2008/09 as it was below
target by 10 percent. Significant shortfalls were on excise duty, income tax and

import duty.

43. Likewise, traditional exports were affected by the crisis, especially cotton
and coffee. Consequently traders who had bought cash crops at higher farm-
gate price and sold at lower prices in the world market were affected by the

crisis. As a result, private companies and cooperative u n i ocapgacity to service
their bank loans have been constrained, and commercial banks somehow
became cautious in extending credits. Similarly, with the exception of gold

whose export earnings increased by 2.4 percent, all other minerals recorded a
decline in world market prices during the period under review. Th e increase in

the value of gold exports was largely due to a rise in the gold prices, from USD
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874 per troy once to USD 915.9 per troy once, equivalent to an increase of 4.8
percent over the period. However, export volumes decreased slightly to 32.4

tons from 32.7 tons recorded during the year to October 2008.

Government Response

44. In response to the global financial and economic crisis, the Government
prepared a rescue package amounting to Tshs 1,692.5 billion to mitigate the
adverse impact of the crisis on the Tanzania economy. Among the measures
proposed in the Plan included:-

(1 Compensation for losses due to a fall in demand and prices of
commodities in the world market during the 2008/09 season; (Tshs 21.9
billion);

(i) Guarantee for debt rescheduling (Tshs 45 billion);

(i) Price subsidization (Tshs 80 billion);

(iv)  Expanding Export Credit Guarantee Scheme (Tshs 10 billion);

(V) Increasing capital for SME guarantee scheme (Tshs 10 billion);

(vi)  Improving railway and roads infrastructure (Tshs 110.4 billion); and

(vii)  Ensure food security (Tshs 141 billion).

Implementation status

45.  As of end December 2009, the total amount disbursed for rescue purpose
was Tshs. 870.8 billion, equivalent to 51 percent of the approved amount as
detailed below:

0] Compensation for losses: A total of 35 cotton buyer firms requesting to
be compensated for a loss of Tshs 286 billion were scrutinized. After
review, the amount which was considered to be eligible for compensation
was Tshs 26.9 billion. As of end December, a total of 19.9 billion was
disbursed to compensate for losses incurred by cotton traders.

(i) Guarantee for debt rescheduling: A total of Tshs 15.8 billion was
disbursed as loan rescheduling guarantee asat end December 2009. The

guarantee is aimed at enabling borrowers to access loans from
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(iii)

(iv)

(v)

(vi)

(vii)

46.

commercial banks to finance their economic activities, especially buying
crops from farmers during 2009/10 season;

Price subsidization:  The Government disbursed Tshs 20 billion in July
2009 for stabilization of cotton price. Under this arrangement, cotton
farmers, through Tanzania Cotton Board, receive 80 shillings per kilogram
during 2009/10 season. The subsidy is intended to provide incentives to
cotton farmers;

Guarantee Schemes : The Government disbursed Tshs 6.2 billion to
expand loans for ECGS and anotler Tshs 6.2 billion to increase availability
of loans through SME guarantee schemes during the period under review;
Loan to ARTUMAS: In September, 2009 the Government provided Tshs
10 billion on-lending facility to ARTUMAS Company, through Tanzania
Investment Bank. The Company failed to raise capital from international
financial markets after its shares value fell drastically. The loan is intended
to finance investment in energy sector in Lindi and Mtwara regions;
Domestic borrowing: In June 2009, the Government borrowed Tshs
323 billion from the domestic market, equivalent to 1.2 percent of GDP to
finance revenue shortfall in 2008/09. Also in July 2009, the Government
borrowed Tshs 150 billion as part of 1.6 percent of GDP to finance its
2009/2010 budget; and

Balance of Payment Support: In June, 2009 the Government received
USD 245 million (Tshs 325.9 billion) loan from IMF, through Exogenous
Shocks Facility (ESF). The funds compensate shortfall in foreign exchange

earnings.

The Government, through the Bank of Tanzania continued to exercise

strict surveillance over financial institutions and special attention to foreign banks

that are operating in Tanzania to ensure their operations are in line with laws

and

regul ati ons. As a enas®rudnd sureefllanceftfeect i v e

financial system in Tanzania remains safe, stable, sound and resilient to the
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crisis. The banks have ample liquidity to guarantee maturing obligations and

credit sector have continued to grow.
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CHAPTER TWO

REVIEW OF THE PLAN AND MKUKUTA IMPLEMENTATION
FOR 2008/09

47. In 2000, the Government started to implement the National Development
Vision 2025 (TDV 2025). The Vision provides the direction of the countryd s
development, and all sectoral policies and strategies are aligned to this Vision.
Along with TDV 2025, the medium Term Plan (MTP) was developed as a vehicle
to operationalize the vision® aspiration into implementable medium and short

term plans.

48. Notwithstanding the implementation of the MTP, the Poverty Reduction
Strategy (PRS) was adopted in 2000 in the context of the enhanced Highly
Indebted Poor Countries (HIPC) initiative. Later on, in 2005, MKUKUTA was
prepared as the national framework which accords high priority to growth and
poverty reducti on mentageraa Saae thanDMKUKUTA lea$ o p
continued to be an overarching planning Framework in Tanzania and has always

played a pivotal role in resource allocation.

49. However, the TDV 2025 needs to be implemented through MTP along with
MKUKUTAwhich is a strategy for growth and poverty reduction. Hence, there is
a need to reinstate the long, medium and short term plan. These plans will
accommodate all other national programs, plans and strategies. Priority areas to

be focused by all players will be identified and implemented.

50. During the period under review, the assessment of MKUKUTA
implementation is done through the three clusters, namely Growth and reduction
of Income Poverty, Quality of Life and Social Well-being, and Good Governance
and Accountability. Detailed information is contained in the MKUKUTA Annual

Implementation Report (MAIR) 2008/2009 and the Mid-term Review of 2009/10.
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Cluster I: Growth and reduction of Income poverty

51. This section discusses the performance of key sectors in this cluster. As
revealed in MAIR 2008/2009, Poverty and Human Development Report (PHDR
2009) and other socio-economic reports, the performance of these sectors is as

follows:

Agriculture

52. During the year ending June, 2009 the priorities were on enhancing the
implementation of Agricultural Sector Development Programme (ASDP)
particularly in irrigation systems development, strengthening research and
extension services and enhancing productivity. Broad interventions included the
implementation of: District Agricultural De velopment Plans (DADPS); the District
Agriculture Sector Investment Project (DASIP); the Participatory Agricultural
Development and Empowerment Project (PADEP), and Agriculture Marketing

Systems Development Programme (AMSDP).

53. Achievements : During the period under review, the following are some

of the specific achievements recorded:

0] The area under irrigation increased from 289,245 hectares in 2007 to
310,745 hectares in June, 2009 out of which 255,675 hectares are for
small scale farming and 55,070 hectares are under large scale farming.
Consequently, production of paddy increased from 2 to 5 tonnes per
hectare and tomatoes from 5 to 18 tonnes per hectare in Igomelo
irrigation scheme (Mbarali); maize from 1.5 to 4 tonnes per hectare in
Mombo irrigation scheme (Korogwe) and onions from 13 to 26 tonnes per

hectare in Mangb6ola irrigation scheme

(i) Increased incomes and improved standards of living specifically for the
rur al farmersd irrigation schemes.
Igomelo (Mbeya Rural) and Madibira (Mbarali) income accruing from

paddy production per hectare increased from Tshs 520,000 before
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(iii)

(iv)

v)

irrigation  interventions to Tshs 1,500,000 after the improved
interventions. This also resulted in improved livelihood such as

construction of better houses by the scheme members;

A total of 141,050 metric tonnes (MT) of fertilizer, (DAP 8,850 MT; UREA
73,700 MT; and MRP 58,500 MT) equivalent to 108.5 percent of the target
(130,000 MT) were distributed in 11 regions under voucher scheme. As a
result, a total of 737,000 farmers benefited out of targeted 700,000
equivalents to 105.3 percent of target. Furthermore, a total of 7,180 MT
of improved seed {Maize hybrid 6,488 MT and Maize OPV 692 MT)
equivalent to 239.3 percent of the target (3,000 MT) were distributed in
11 regions under voucher scheme. A preliminary performance assessment
done in six regions with more potential for producing surplus food namely
Morogoro, Iringa, Ruvuma, Mbeya, Rukwa and Kigoma revealed that
average productivity of maize are expected to increase from 17 bags to 25

bags per acre and paddy 4 to 25 bags per acre;

A total of 472 tractors, 495 power tillers and 62,194 animal drawn
implements (e.g. ox-ploughs) were availed in the country to be accessed
by farmers so as to bolster their agriculture productivity. Also through
DADPs, some LGAs supported farmers through a cost sharing mechanism
with 166 power tillers, 49 tractors and 81 ox -ploughs. Moreover, four
Ward Agricultural Resource Centres were constructed and six
rehabilitated;

As a result of these interventions in agro mechanization together with the
inputs subsidy programme, and irrigation interventions coupled with
favourable weather conditions in the major production areasi;—the
production of food crops in 2008 w as relatively higher for maize, paddy,

cassava and wheat
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(vi)

(vii)

54.

Food production reached a total of 10.87 million tonnes in 2008 compared
to the national demand of 10.33 million tonnes. As the result, the Food
Self Sufficiency Ratio (SSR) increased from 104 pecent in 2007 to 105
percent in 2008. However, this achievement on SSR was contributed by
surplus production of non-cereal crops such as cassava, plantain, potatoes
and legumes. This is because, the total food requirement for cereal crops
in 2008/09 was 6.45 million tonnes while actual production was 5.59

million tonnes causing a deficit in cereal crops of 860,000 tonnes; and

A total of 230,155 farmers and 47,284 livestock keepers were trained
individually and in groups. The training covered among others, group
formation, establishment and management of SACCOS and record
keeping. In addition, a total of 2,321 farmers groups and SACCOS were

established and provided with training on how to manage themselves.

On the other hand, t he specific achievements during the period from July

to December, 2009 are as follows:

(i)

(ii)

(i)

(iv)

The area under irrigation increased to 322,945 hectares from 310,745
hectares in June, 2009;

In provision of inputs subsidy, a total of 4,501,100 vouchers have been
printed of which 1,500,000 vouchers are for phosphate fertilizers and
1,501,100 vouchers for UREA. 1,250,000 vouchers are for maize hybrid,
220,000 vouchers are for maize OPV and 30,000 vouchers are for paddy;
A total of 64,545.555 MT of maize and 271.636 MT of sorghum have been
procured for maintenance of stock through NFRA. A total of 84,056.932
MT of maize including carry over stock have been distributed to deficit
areas;

A total of 3,565 students are undergoing residential training at 15 training
institutes while a total of 623 ext ension staff were recruited and posted to

LGAs in the six food basket regions
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(v)

A total of 172.72 tonnes of breeder seeds were produced by research
institutions, 39 new improved seed varieties of various crops were
released. Moreover, 488 tonnes of improved seeds were purchased from

National Service (JKT) and Prison (Magereza) farms under contractual

arrangement;

(vi) A total of 75 tractors worth Tshs. 2,341,829,484 and 11 Power Tillers
worth  Tshs. 98,026,000 were procured through AGITF credit
arrangement. In addition, a total of 355 tractors and 1,344 power tillers
have been imported in the country by private dealers; and

(vii)  Red locusts were controlled in a total of 21,005 hectares of invaded area.

Challenges

55.  The sector faces the following main challenges:-

) Harnessng new technologies which are cost effective and also in
conformity with natural climatic regime of the country;

(i) Facilitating private sector participation in the delivery of research and
extension services;

(i) Sustaining generic improvement for better seeds with high yield;

(iv)  Developing efficient and effective agricultural data and management
information systems for better research, better results and sustainable
planning at all levels;

(V) Enhancing efforts to attract innovative commercial agricultural
investments;

(vi)  Promoting agro processing capacity, agricultural production incentives and
marketing information; and

(vii) Increasing investment in irrigated agriculture and production of

agricultural inputs.
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Livestock

56.

The focus in 2008/09 was on enhancing livestock productivity by

improving local breeds through cross breeding, strengthening National Artificial

Insemination Centre (NAIC) and field services, strengthening pasture seed

production and conducting milk consumption promotion.

57.

Achievements : During the period under review, the following are some

of the specific achievements recorded:

(i)

(ii)

(iii)

The production of meat in the country increased from 410,706 tonnes in
2007 to 422,230 tonnes in 2008, equivalent to an increase of 2.8 percent.
Out of this, 225,178 tonnes were beef, 82,884 tonnes were
bacon/mutton, 36,000 tonnes were pork and 78,168 tonnes were chicken.
An increase in production was due to increase in number of livestock as

well as increased meat demand;

A total of 62,000 cattle were fattened through fattening programme
(feedlot) in various ranches in 2008 compared to a total of 29,600 cattle

fattened in 2007. These ranches include Glienshils Ranch and Mtibwa
Feedlot (Morogoro), Sumbawanga Agricultural and Animal Feeds
Industries (SAAFI), Manyara and Mzeri ranches and small livestock
keepers in Mara, Mwanza and Shinyanga regions. In addition, after
dividing the 294,188 hectares of NARCO ranches into 124 small ranches
with an area of between 2,000 and 4,000 hectares, additional investment

has reached over 25,000 cattle;

A total of 2,954 cattle worth Tshs 599 million were bought by NARCO
from livestock keepers around the ranches for fattening. A total of 6,748
cattle worth Tshs 2.7 billion were sold by National Ranching Company
(NARCO);
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(iv)  Egg production increased from 2.69 billion eggs in 2007 to 2.81 billion in
2008; and

(V) Increase in per capita consumption of milk from 32 litres in 2000 to 41
litres in 2008.

Challenges:
58.  Major challenges include the following:-
) Establishment of livestock processing industries;
(i) Adopting better animal husbandry in ranches and better pastures;
(i)  Enhancing capacity to control existing and newly emerging livestock
diseases;
(iv)  Ensuring the availability of drugs and veterinary facilities;
(V) Ensuring the availability of water/favourable weather condition for
pasture; and
(vii Changing l i vestock far mer so attitude fr

livestock farming practices.

Fishing

59. In 2008, the sector recorded a growth rate of 5.0 and contributed about
1.3 percent to GDP. During the year under review, the focus was on
implementing interventions that will increase contribution of aquaculture to the

improvement of food security, employment and incomes.

60. Achievements : During the period under review, the sub-sector recorded

the following broad achievements:

0] The value of fish produced increased from Tshs. 291.8 billion in 2007/08
to Tshs. 371.4 billion in 2008/09 ;

(i) The average per capita fish consumption in 2008/2009 was about 8.1

kilograms as compared to the FAO recommended consumption rate of
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10.7kgs. The average per capita fish consumption in 2007/08 was about
6.9 kilograms; and

(i) A total of 552,630 fish fingerlings of Tilapia (Perege) were produced from
Kingolwira Fish Farming Center and distributed to various regions;

(iv)  In 2008/2009, total Mari culture pro duction in Tanzania was 667.9 tonnes
whereby seaweed farming accounted for the majority of this production
(411.9 tonnes) followed by prawns (250 tonnes), milk fish (5 tonnes),

mud crab fattening (1 ton) and pearl oyster (148 pieces).

Challenges

(1 Facilitating the industry with modern fishing equipment and skills;

(i) Enhancing the knowledge on how to tap the vast potential for aquaculture
development;

(i) Improving and sustaining quality and sanitary standards;

(iv)  Preventing illegal fishing practices, trafficking of fish and fisheries products
across the borders, and promoting environmental conservation; and

(V) Improving the collection, processing, analysis and dissemination of

fisheries information.

Kilimo Kwanza

61. The Government has adopted a &ilimo Kwanza&initiative in 2009 so as to
transform peasant and small farmers to commercial farmers, make agriculture
attractive for investment and supportive to other industries for bolstering
productivity in the economy. Indeed , Kilimo Kwanza is a holistic approach for the
development of the agricultural sector, which involves all sectors in the economy.
It provides national coordination of resources, planning and accountability for
implementation of agricultural transformation, which also emphasizes private
sector participation. Moreover, it focuses on strategic agricultural produce and
the whole spectrum of small, medium and large scale farmers. It is worth noting

that Kilimo Kwanza does not replace ASDP but rather complements it. To this
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end, Kilimo Kwanza is a crucial stride for Tanzania to move forward with concrete
steps towards the transformation of the agricultural sector into a green

revolution.

62. The implementation of Kilimo Kwanza is guided by the following ten main

pillars:

) Vision of Kilimo Kwanza : it emphasizes more on political will to
implement Kilimo Kwanza and focus on modernization and commercial
agriculture for peasant, small, medium, and large scale producers;

(i) Financing Kilimo Kwanza : it focuses more on sectorial budgets
oriented to Kilimo Kwanza and the way to finance agricultural activities in
the economy including mobilization of the private sector to increase
investments in Kilimo Kwanza and also to
and SACCOS to mobilize, manage, and channel funds for agricultural
production to their members;

(i) Institutional reorganization for management of Kilimo Kwanza:
it brings together key agricultural functions under one roof for
effectiveness, efficiency and timely decision making;

(iv) Paradigm shift to strategic framework of Kilimo Kwanza: it seeks
to identify areas and modalities of priority production of: strategic
agricultural commaodities and crops; and looking issues of value addition;

(V) Land for Kilimo Kwanza: This requires amendment of Acts to facilitate
operationalization of Kilimo Kwanza as well as surveying of land for
agricultural investment;

(vi) Incentives for Kilimo Kwanza: the purpose is to look into fiscal and
non fiscal incentive policies that will stimulate Kilimo Kwanza and
therefore, bolster productivity;

(vii)  Industrialization for K ilimo Kwanza: this will provide value chain for

agricultural development that is seeds, artificial insemination, fingerlings,
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fertilizers, farm implements and machinery; human resources, agro
processing; etc need to be integrated,;

(viii)  Science, technology and h  uman resources for Kilimo Kwanza: this
will institute mechanism for effective utilization of science, technology and
human resources for Kilimo Kwanza;

(ix) Infrastructure development for Kilimo Kwanza: this includes
development of irrigation schemes; transport and communication to
markets; storage; and rural electrification to stimulate agriculture
activities; and

(x) Mobilization of Tanzanians for Kilimo Kwanza: this involves

sensitization and internalization of plans consistent with Kilimo Kwanza.

63. The whole pr oces s of i mpl ementing Tan
projected to be completed within ten years, and time frame for implementation

has been set for each pillar. The responsibilities of each actor are well explained
within the ten pillars and MDAs, Regionsand LGAshave been required to align

their plans consistent with the implementation of Kilimo Kwanza.
Manufacturing

64. During the year 2008 manufacturing sub-economic activity grew at 9.9
percent compared to 8.7 percent in 2007. The increase in growth rate w as
attributed to sustainable industrial production especially in SMEs and the
increased in investment in Export Processing Zones (EPZs). In addition, the
Government 6s medium term priority has
industries, value addition in agro-processing and reduction in cost of doing

business.

65. Achievements : During the period under review, the following are the

specific achievements recorded
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) The value of exports of manufactured goods rose from USD 309.8 million
in 2007 to USD 662.3 million in 2008; and

(i) Investment in the sector has also increased from 192 projects worth Tshs.
634,260 million in 2007 to 221 projects worth Tshs 2,192,508 million in
2008.

Challenges
(i)  Coping with high costs of transportation due to poor roads, railways, and

telecommunications;
(i)  Grappling with unreliable power supply;

(i)  Addressing high costs of doing business;

(iv)  Applying modern, appropriate and efficient technologies;
(v)  Acquiring skilled and experienced labour force;

(vi) Enhancing investment and proper coordination of research and

development (R&D); and

(vii) Accessing internal and external sources of credit.

Minerals

66. During the period under review, the Government focused on promoting

and facilitating value addition activities (especially on precious stones) within the

country which increased income and employment opportunities; increasing the
sectordés contribution to Otieeme&réstakendy poverty
the Government include curbing tax evasion by dishonest miners, developing

small-scale miners through conducting training programme and gold auditing.

67. Achievements : During the period under review, the sub -sector recorded

the following specific achievements:
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) The Government conducted training programmes on mining management
for 51 small scale miners in Geita through Zonal and Resident Mines
Office of Mwanza region;

(i) The Gold Audit Unit effectively audited the quality and quantity of gold
produced and exported by five large-scale gold mines (Geita, Bulyanhulu,
Tulawaka, Golden Pride and North Mara) for the purpose of determining
the value and revenue generated,;

(i)  The Government has continued to strengthen the Arusha Gemstone
Carving Centre for the purposes of providing training on mineral value
addition to small scale miners;

(iv)  The value of mineral export increased from USD 982.711 million in
2007/08 to USD 1,075.943 million in 2008/09; and

(V) Designing of the Sustainable Management of Mineral Resources Project
(SMMRP) which focuses on spurring local economic development through
mineral sector development, promoting value addition in minerals,
reducing conflicts in mining sites, improving management of
environmental and social issues related to mineral sector development,

increasing growth, and enhancing competitiveness in the mineral sector.

Challenges :

) Strengthening control mechanism to curb revenue loss from minerals;

(i) Strengthen local capacity to manage and invest in the sector;

(i)  Facilitating value addition activities to minerals; and

(iv)  Addressing the issue of environment degradation caused by mining

activities.

Roads
68. During the year under review, the Government continued to improve
roads infrastructure in  the country, specifically focusing on

construction/rehabilitation of trunk, regional and district roads.
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69. Achievements : During the period under review, the f ollowing are some
of the specific achievements recorded. The overall road network condition shows
an increase from 90 percent in June 2008 to 95 percent in June 2009 for roads in
good and fair condition. In the year 2008/2009, the government through

TANRQADS planned to upgrade and rehabilitate a total of 218 kilometres of
trunk roads and 1,209 kilometres of regional roads and construct 14 bridges.
Physical implementation of upgrading and rehabilitation works for trunk roads
was 117 kilometres and regional roads were 558 kilometres and bridges
constructed were 13. Target for maintenance works of trunk and regional roads
was 27,878 kilometres whereby physical implementation was 27,232 kilometres.
In addition, 2,091 bridges were maintained. Overall maintenance works reached
96 percent of the annual target. The LGAs planned to carry out Routine
maintanance of 22,578 kilometres, spot improvement of 6,876 kilometres and
periodic maintanance of 1,677 kilometres. Physical performance during the year
was as follows: Routine maintanance was 11,167 kilometres, spot improvement

was 4,831 kilometres and periodic maintanance was 1,141 kilometres.

Challenges :

0] Expanding the road network capacity to match with increasing traffic,
particularly in urban areas;

(i) Control of vehicle overloading and vandalism of transport infrastructure;

(i) Improving connectivity countrywide and to landlocked neighbouring
countries;

(iv)  Strengthening procurement planning and contract management; and

(V) Nurturing the local construction industry to enable it p articipate optimally

in the construction agenda of the nation.
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Energy

70.  In 2008/2009, the focus was to liberalize the power sub -sector, raising
awareness on the benefits in the use of natural gas available in the country,
develop alternative sources of energy to reduce reliance on major hydro -plants

and promoting investments in petroleum exploration.

71. Achievements : During the period under review, the sector registered the

following specific achievements:

) Electrification of five District Headquarters (Mbinga, Mkinga, Ludewa,
Kilolo and Simanjiro) has been completed while three other district
headquarters (Kilindi, Bahi, and Uyui) are in final stages of completion;

(i) Buzwagi and North Mara mines have been connected to the national grid;

(i)  100MW and 45MW gas powe plants have been commissioned ;

(iv)  Electrification of Namanga Township from Kenya;

(V) Two new Perkins engines installed in Kigoma to improve reliability of
power supply;

(vi)  Effected payment for diesel powered generators for district headquarters
of Kasulu, Kibondo, Sumbawanga, and Ngorongoro; and

(vi)  Six industries were connected to the natural gas distribution network in

Dar es Salaam making a total of 27 industries using natural gas.

Challenges

) Attracting strategic investors to the energy sector ;

(i) Increasing accessibility to electricity by the population from the current 14
percent;

(i)  Improving the state of generation, transmission and distribution networks ;

(iv)  Ensuring interconnection with neighbouring Countries grid systems,

(V) Promoting alternative sources of energy; and

(vi)  Establishing the National Strategic Fuel Reserve.
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Land
72.  During the year under review the major focus was on provision of land
title deeds, demarcation of land for infrastructural development and promotion of

the establishment of district and village registry.

Achievements

) A total of 14,436 land title deeds were prepared and issued in 2008. This
was facilitated by the establishment of Zonal Land Offices in Moshi,
Mwanza, Dodoma, Mbeya and Dar es Salaam;

(i) Rehabilitation of 3 Districts Land Registry and 3 Villages Land Registry. In
addition, Land certificates for 714 Villages were issued,;

(i) Identification of potential areas for Land Bank in Handeni, Bagamoyo and
Mkuranga Districts; and

(iv)  Establishment of District Land and Housing Tribunal in Maswa, Iramba

and Kondoa.
Challenges
0] Meeting the growing demand of planned and surveyed plots for

settlement and land for large scale investments in farming;
(i) Addressing land use disputes;
(i)  Establishing Mortgage Liquidity Facility; and
(iv)  Speeding up the redevelopment schemes of various towns and upgrading

squatters.

ICT Infrastructure and Services

73.  During the period under review, the Government in collaboration with the
private sector has continued to implement interventions to develop and expand
the national ICT infrastructure network, facilitate expansion of use and access of
ICT services across the country and link the country with neighboring countries
internationally.
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Achievements

(i)

Facilitated landing of SEACOM under sea Optical Fibre (OF) to link the
country with international ICT network 7 a number of source providers

have connected to the Fibre;

(i) Completed first phase of optical Fibre network i Dar es Salaam and
border with Rwanda;

(i)  Facilitated increased and expanded use of mobile phones and mobile
phone services

(iv)  Implemented several interventions to increase access of ICT services in
rural areas including construction of telecentres and e-services at postal
offices in districts; and

(V) Initiated programme for geographical postal addressing system which will
facilitate e-based services.

Challenges

) The magnitude of resources required to cover the country with Optical
Fibre network;

(i) Response and availability of private sector investors for last mile
connectivity of Optical Fibre; and

(i)  Huge resources and awareness input required to mobile participation of

local government and other stakeholders for graphical postal code

addressing system and tele-centres.

Science and Technology

74.

The government has continued to implement various interventions geared

to increase the use of Science, Technology and Innovation (STI) in socio-

economic activities and develop the human resource capacity in STI.
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Achievements

) Initiated major STI reform in the country construction and improvement
of poly technic and technology institutes including installation of super
computer at DIT and construction Nelson Mandela Africa Institute of
Science and Technology and

(i) Expanded enrolment for polytechnic qualifications and facilitated interest

for Science and Technology in Secondary Schools and Universitis.

Challenges

(1 To bring awareness of Science, Technology and Innovation access the
population and in the different work places ;

(i) To fill the gap existing in the cadre with technical skills for STI
development in the country; and

(i)  Modernizing the STI infrastructure in R&D and Higher Learning

Institutions.

Cluster II: Improved Quality of Life and Social Wellbeing

75. The government in collaboration with stakeholders continued to
implement various programs and reforms across social sectors with the aim of
enhancing the quality of life and social wellbeing to its citizens. The social sectors
under this cluster include education, health and water. The achievements made

and challenges faced include the following:

Education

76. The focus was in implementing the major components of the Education

Sector Development Programme (ESDP). These are: Primary Education
Development Programme Phase Il (PEDP Il 2007-2011); Secondary Education
Development Programme (SEDP2004-2009); Teacher Development and

Management Strategy (TDMS)2007; Technical and Higher Education Sub Master

Plan 2003-2018; and Preparation of the second phase of SEDP.
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Achievements :

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

Increased enrolment of pre-primary schools pupils from 795,011(of which
438,025 are girls) in 2008 to 896,146 in 2009 (of which 450,279 are girls);
Increased enrolment of primary schools pupils from 8,410,094 (of which
4,148,263 are girls) in 2008 to 8,441,553 ( of which 4,192,789 are girls) in
2009;

Increased enrolment of form 1 students from 438,901 (252,116 boys and
186,785 girls) in 2008 to 524,784 (290,696 boys and 234,088 girls) in
2009 equal to an increase of 19.6 percent;

Enrolmentint e a c lcalagssdncreasedfrom 16,700 (of which 7,491 are
female) in 2008 to 21,709 (of which 9,300 are female) in 2009.

Increased number of Government sponsored students from low-income
households from 174,946 in 2008 to 215,643 in 2009;

The number of girls accessing secondary education increased by 20
percent from 543,279 in 2008 to 653,457 in 2009 and the number of boys
too increased by 19.7 percent from 679,124 to 812,945 in 2009;

The number of student enrolled at higher learning institutions increased
from 82,508 in 2007/08 academic year to 95,525 in 2008/2009 academic
year. Out of these increased enrolment, 34 percent were females. The
increase in enrolment rate is partly attributable to expanded enrolment by
DODOMA University as well as increased infrastructure facilities in other
universities and colleges; and

The number of students accessing loans from the Higher Education
Student Loan Board (HESLB) increased from 55,687 in 2007/08 to 58,841
in 2008/2009 with the granted loans worth Tshs 112.5 billion and Tshs.
140.3 billion respectively.
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Challenges

) Matching the increased enrolment with demand for teachers, and teaching
and learning facilities;

(i) Improving the quality of education to enhance passing rate and
competitiveness for job market within the region;

(i) Achieving equal deployment of human resources in underserved areas;

(iv)  Meeting the educational needs of vulnerable children;

(V) Improving re covery rate of loans from HESLB beneficiaries; and

(vi) Attracting students to pursue fields of mathematics, science and

technology in secondary and tertiary education.

Health

77. Various interventions by Government and other actors continued to be
directed to improve the health sector, particularly in areas of health
infrastructure, control and treatment of diseases, by providing preventive
education to communities and medicines. Other efforts were geared towards the
control of malaria and infectious diseases such as tuberculosis and HIV and

AIDS.

78.  Achievements: During the period under review the recorded

achievements in health sector include the following:

) Number of health facilities has increased from 4,984 in 2008 to 5,422 in
20009;

(i) High technology equipment; Magnetic Resonance Imaging (MRI), new CT
Scan and equipment for Open Heart Surgery services has been installed at
Muhimbili National Hospital

(i)  Enrollment of Pre service students in Health Training Institutions has

increased from 3,831 in 2008 to 4,147 in 2009;
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(iv)

(v)

(vi)

(vii)

(viii)

(ix)

)

(xi)

(xii)

(xiii)

Employment of Human Resources for Health increased by 3,100 from
2008 to 2009;

Vaccination services were provided as follows: 1,378,404 (88% of the
target) received Diptheria Pertusis Tetanus Hepatitis B (DPTHB);
1,321,429 (85%) received (DPTHB); and 1,368,700 (88%) received
measles vaccing

A total of 2,879 service providers in the areas of safe child delivery, family
planning and reproductive health were trained in 2008/09 compared with
2,100 in 2007/08;

There has been significance decline in under five mortality rate from
112/1000 in 2004/05 to 91/1000 in 2007/08. Infant mortality rate declined
from 68 per 1000 live births in 2004/05 to 58 in 2007/08;

According to Tanzania HIV and Malaria Indicator Survey (THMIS) 2008,
HIV prevalence for ages 15-24 has decreased to 2.4 percent in 2007/08
from 3.5 percent in 2003/04;

Following the campaign on voluntary counseling and Testing, more than 6
million people were tested compared to 2 million before, and through
THMIS the prevalence of HIV infection has decreased from 7.7% to 5.7%
during the period under review, following the introduction of massive
preventive interventions;

The number of pregnant women receiving ARV to prevent mother to child
transmission of HIV increased from 713,509 in December, 2007 to
958,103 by December, 2008;

Number of counseling centres increased from 515 in 2005/06 to 1,743 in
2008/09;

Number of patients on Anti-Retroviral Treatment increased from 145,000
in 2008 to 302,362 in 2009 which is over and above the target of 300,000
patients in need of the medicines;

TB treatment success rate is 86% (recommended WHO target is 86%)

cure rate is 75%; and
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(xiv) Prevalence of Malaria has been decreased by 20% through use of Long
Lasting Insecticides Treated Nets that are distributed to all pregnant
women and under 5 children. Indoor residual spray, rapid test for
diagnosis and use of Artemisinin based Combination (ALU) in the

treatment of Malaria.

Challenges

0) Scaling up of emergence obstetric and neonatal care services to all 578
Heal th Centreds

(i) Scale up of enrolment at Health Training Institutions from 4147 to the
planned annual target of 6450, in order to address 60% of Human
Resources existing gap within five years,

(i) Improving referral system of medical cases especially transportation from
rural facilities to Hospitals at District and Regional Referral levels

(iv)  Ensuring the availability of adequate and good technology hospital
equipment, supplies including Medicine at all levels; and

(V) Improving services to the increasing number of vulnerable groups

including orphans, disabled and the elderly.

Water and Sanitation
79. During the year under review, the Government continued to implement

the Water Sector Development Program (WSDP).

Achievements

) Increasing the overall water production for all urban water utilities to
202.34 million cubic metres in 2008/2009 compared to 197.8 million cubic
metres reported in 2007/2008;

(i) Water supply coverage in urban areas increased from 79.9 percent in
2007/2008 to 84 percent in 2008/2009; which is equal to bringing serv ice

coverage to additional 786,380 new beneficiaries in one year;

45



(i) Proportion of the population with access to clean and safe water in rural
areas increased marginally from 57.1 percent in 2007/08 to 60.1 percent
in December 2009;

(iv)  Construction of 2,470 water subprojects out of 2,936 planned for the
year,;

(V) Coverage of sewerage facilities in urban centres increased from 17
percent in 2007/08 to 19 percent in 2008/09; and

(vi)  Public sewer connection increased from 30,474 sewer customers in
2007/08 to 35,645 sewer customers in 2008/09.

Challenges

) Increasing access of clean and safe water supply coverage to majority of
the population;

(i) Collaborating with various stakeholders to operationalise and strengthen
the new monitoring framework for accuracy of data and informat ion;

(i) Provision and maintenance of sewerage treatment facilities.

Natural Resources and Tourism

80.

The Government has continued to implement various interventions to

ensure effective management of natural resources and also creating credible

tourist environment in the country .

Achievements:

(i)

(ii)

30,566 patrol man days were conducted in and outside Game Reserves
resulting into arresting of 896 wildlife offenders and filing 462 cases in

Courts,

Printed and distributed 2000 copies of newsletter of First Edition of

Maliasili Newsletter for promotion of tourism industry, prepared and aired
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Conservation Radio Programmes about awareness of wildlife conservation
to the Society especially on wildlife utilization; and

(i)  Conducted International Visitors' Exit Survey in four (4) major entry/exit
points at Tunduma and Kasumulo points, identifying areas for establishing
projects on cultural tourism in Lindi, Mtwara, Ruvuma and Iringa regions,

beach plots in Temeke District and Tourist attraction in Bagamoyo District.

Challenges
) Ensuring sustainable management of natural and cultural resources at all
levels;

(i) Enhancing human capacity to effectively manage and develop natural and
cultural resources; and

(i) Improving tourist and cultural infrastructure.

Cluster Ill: Governance a  nd Accountability

81. Good governance and accountability of resources are essential
preconditions for sustainable development. The governance and accountability
focuses on the rule of law, accountability of leaders and public servants,
deepened democracy, poltical and social tolerance and sustainable peace,
political stability, national unit and social cohesion. During the period under

review the following achievements and challenges were registered.

82. Achievements

0] Physical verification of Assets and Liabilites for 373 Public Leaders was
conducted,;
(i) Improved capacity at regional and district prosecution offices throughout

the country by employing 204 State Attorneys;
@iy 150 Officers Commanding Districts (OCDs) were trained in modern
investigation skills and other 140 officers were trained on Human Rights

observance and Good Governance;
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(iv)

(V)

(vi)

(vii)

The 2008 CAG report indicate improvements of financial management
and accountability as evidenced by increased unqualified certificates and
declined in qualified opinion;

PCCB reeived and investigated 2,887 reported corruption related cases
and completed the investigation for 1,009 cases;

The Government has introduced 30 minutes for MPs direct questions to
the Prime Minister during the Parliamentary Session, from Januaryt August
2009, the Prime Minister has answered 155 questions focusing on good
governance, rural development, poverty reduction, Union matters, social
and economic related issues and international relations; and

Free, fair and democratic Local Government election was conducted in

132 LGAs in October 2009.

Challenges

(i)

(if)
(i)
(iv)

Enhance capacity for improving governance and accountability at all
levels;

Reducing the backlog of court cases at all levels;

Ensuring adherence to the rule of law and ethics; and

Need to further strengthened engagement of Non State Actors in

Government dialogue structure.

Millennium Development Goals

83.

Tanzania subscribes to the Millennium Development Goals (MDGs) as a

compact that addresses an expanded vision of poverty reduction and pro-poor

growth to improve human development. Tracking of progress on MDGs has been

undertaken through Millennium Development Goals Reports The recent report

revealed that Tanzania is on track in meeting most MDGs However, additional

resources to bridge the financing gap will greatly help in consolidating

achievements in MDGs showing progress and addressing challenges in the few

MDGs where prospects for achievement are threatened.
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84. Successful stories have been observed in attaining targets of universal
primary education whereby Tanzania has been a role model in enrolment of
primary education pupils. In addition, women participation in various managerial

and decision making levels hassignificantly increased, with around 30 percent of
women parliamentarians. Furthermore, notable progress has been made in
environmental conservation.

85. Tanzania is determined to achieve the MDGs by the year 2015. However,
given her level of poverty, additional resources would be required to complement
existing efforts. A number of reforms t hat have been implemented in the public

sector have improved both resource utilization and accountability. Invariably

then, any additional resources will be effectively utilized in order to yield the

desired impact. Table 2.1 summarises the progress achieved so far.

Table 2.1: Progress in Millennium Development Goals

1990 2007 2010 2015

MDG (MDG ; (MDG

baseling)| Actual Expected* | Required* | Target)
Proportion of population below
basic needs poverty line 39 334 25.7 234 19.5
Proportion of population belv
food poverty line 22 16.5 14.5 13.2 11
Under5 Underweight (%) 28.8 21.9 18.7 17.3 14.4
Under5 Stunted (%) 46.6 21.9 30.7 27.9 23.3
Primary school net enrolment rai 54.2 97.3 85.4 90.8 100
Underfive mortality rate (per
1,000 live births) 191 112 104.6 89.4 64
Infant mortality rate (per 1,000
live births) 115 68 62.6 53.4 38
Maternal Mortality Rate (per
100,000 live births) 529 578 259.7 212.2 133
Births attended by skilled health
personnel (%) 43.9 62 75.5 80.8 90
Access to potable water :% of
rural population 52 55.7 67 69.6 74
Access to potable water :% of
urban population 68 83 78.9 80.8 84

Note: * Computed as % of passage time from 1990 to 2015 (2007 = 68%; 2010 = 80%)

Source:URT 2008: MDG Progress Report
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Cross Cutting Issues

General Election s

86. The General Elections will be held in October 2010. In preparation for the

elections, the following measures have continued to be undertaken:

) Updating the Permanent National Voter Register;

(i) Review of the Legal Framework for the elections and translating the
electoral legislations from English to Kiswahili language;

(i) Voter Education Programme and engagement with other stakeholders;

(iv) Initiating review of boundaries and demarcation of constituencies;

(V) Procurement of extra ballot boxes, seals and result forms;

(vi)  Updating of ICT system for election purposes; and

(vii)  Capacity building to the media and other key stakeholders.

87. Regions and LGAs are among key stakeholdergdo ensure smooth carrying
out the forthcoming General Election. LGAs are specifically directedto identify
ward boundaries and communicate with NEC and make such other preparations

as will contribute to successful General Elections.

HIV and AIDS

88.  According to Tanzania HIV/AIDS and Malaria Indicator Survey 2008, the
HIV/AIDS situation estimate shows that there is slightly declining trend of HIV

and AIDS prevalence among the productive segment of the population. The rates
are higher among females with 6.8 percent as compared to 4.7 percent for

males. The findings also show that there is variations in HIV Prevalence among
regions, the highest prevalence regions are: Iringa (14. 7 percent), Dar es

Salaam (8.9 percent); Mbeya (7.9 percent), Shinyanga (7.6 percent), Mara (5.3

percent) and Pwani (5.3 percent). Regions with the lowest prevalence are

Kigoma, Manyara and Arusha.
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Achievements :

) Launching of the Second National MultiSectoral Strategic Framework on
HIV and AIDS 2008 -2012 in 2008;

(i) Increasing number of people living with HIV under treatment from 69,250
in 2007 to 193,978 in 2008; and

(i)  Launching of the National Plan of Action for Most Vulnerable Children
(MVC) and the National Guidelines for Identification of Most Vulnerable

Children on 18th February, 2008.
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Challenges:

) Coordination among stakeholders involved in HIV and AIDS at district
level,

(i) Increasing stigma and discrimination to people living with HIV and AIDS;

(i)  Managing the increasing number of HIV and AIDS orphans;

(iv)  Promoting voluntary counselling and testing; and

(V) Sustaining increasing demand for care and treatment services, drugs,

nutrition and related services to people living with HIV and AIDS.

Gender

89.  During the period under review, the government continued to implement

interventions addressing the major objective regarding gender in order to

achieve equality of human rights and peace. Focus was on the five broad based

critical areas namely:

) Enhancement of womendés | egal capacity to
including domestic violence and sexual abuse issues;

(i) Economic empowerment of women to reduce poverty;

(i) Womenos pol i ti cahd econmging eherm ¢éonparticipate
effectively in decision making;

(iv)  Reducing gender imbalances by increasing access to higher education and
discipline specialization; and

(V) Improving collection and analyzing of gender disaggregated data.

Achievements
0) The establishment of Tanzania Women Bank with initial capital of Tshs.
2.9 billion;
(i) Increased number of women who continue to access credits from
SACCOS and other micrefinance institutions;
(i) Increased women enrolment into higher education from 30.7 percent
in 2007/08 to 34.2 percent in 2008/09 ;

(iv)  Child Policy in place and enactment of the Child Act, 2009; and
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(V) Appointment of Seven (7) Women Judges out of 12 Judges.

Challenges

) Addressing gender imbalances at all levels to reach 50:50;

(i) Mainstreaming gender issues n sector policies, strategies, plans and
budget at all levels;

(i)  Reaching Non SACCOS Women Members to access credits;

(iv)  Availability of effective and sustainable law enforcing mechanism to
ensure full protection of human right of women; and

(v) Accessing information and technology by majority of women especially

those in the rural areas.

Environment
90. During the period under review the Government continued to implement
policies, strategies, rules and regulations aiming at sustainable use of

environment. Specific achievements include:

Achievements

) The first report of the State of the Environment was issued and
disseminated to various stakeholders;

(i) Environment Management Regulations were developed, operationalised
and distributed to various stakeholders;

(i)  Bio-safety Guidelines were prepared, disseminated and operationalised for
increasing understanding on the procedures for handling Genetically
Modified Organisms (GMO);

(iv)  Guidelines for mainstreaming Environmental issues into Sectors and LGAs
have been prepared, for improving planning and management of
environment at sector and local level,

(V) Fourteen sector ministries and all LGAs established sector environmental

sections and coordinators
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(vij A total of 150 refrigeration technicians and 110 environmental
coordinators were trained on good refrigeration practice and regulations
on Ozone Depleting Substances;

(vi)  Awareness materials on Multilateral Environmental Agreements (MEAS)
were prepared and disseminated to stakeholders;

(viii) A National BIO-safety Committee was established and operationalised;

(ix) The Strategies on Urgent Actions on Land Degradation and Water
Catchments and Strategy on Conservation of Marine, Coastal environment,
Lakes, Rivers, and dams environment were developed and are being
implemented; and

(x) A national program on sustainable production and consumption was
prepared and it is in use for minimizing waste production and enhances

recycling various products.

Challenges

(1 Controlling increased land degradation, deforestation; bush fire and loss
of wildlife and habitats;

(i) Controlling increased air and water pollution and aquatic systems;

(i)  Creating awareness to the public on the importance of environment
protection and conservation; and

(iv)  Controlling disposal of plastic materials especially in urban areas.

Population and developme  nt

91. High population growth rate is a development challenge for Tanzania. The
Government is in the process of conducting the Population and Housing Census
scheduled to take place in August 2012. As a step towards undertaking the
Census, the major task ahead is the demarcation of enumeration areas to be
carried out countrywide. In addition, the government continues to implement
various population related policies, programmes and projects, including the

National Population Policy and its plan of implementation.
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Achievements

(i)

Completion of demarcation of enumeration areas (EAs) in 4 regions (2

from Mainland and 2 from Zanzibar); and

(i) Completion of the study on the interrelationships between population
growth and development.

Challenges

) Matching population growth rate with the provision of social services and
economic growth rate;

(i) Scaling up demarcation of enumeration areas;

(i) Accelerating current efforts to provide family planning related services;
and

(iv)  Linking family planning with HIV prevention efforts includin g clear

strategies on dual protection.

Social Protection

92.

Social protection is a mechanism to effectively address poverty reduction

and social exclusion as propounded by Vision 2025, MKUKUTA and sectoral

policies and strategies in response to commitments on poverty reduction,

vulnerability and improve interventions that are aimed at supporting their

livelihoods. It is also a response to meet international social and economic

development commitments such as the MDGs.

Achievements

() In implementing of the National Action Plan on Care Services, Training

and protection of Vulnerable Children, a total of 611,150 vulnerable
children were identified in 81 Councils, of which 317,798 were boys and

293,352 were girls in 2008/09;
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(i) A total of 561,823 vulnerable children were provided with basic services
including health, food, shelter, school needs, psychological and legal
services in 2008/09; and

(i) Enactment of new laws: Social Security Regulator Authority Act 2008 with
its regulations and Guideline of 2009 and the Workers Compensation Act,

2008.

Challenges

(i) Increasing number of vulnerable groups due to economic and social
problems and the impact of HIV/AIDS;

(i) Fragmentation and lack of coordination whereby each social security
schemes reports to a different Ministry with different operational rules and
procedures;

(i) Inadequate of benefits paid in the sense of quantity, quality and
indexation whereas most benefits fall below the ILO minimum standards;
(iv)Reduced access to social services: cost sharing in the provision services

has reduces the capacity of people to access the services; and

(v) Good governance that would ensure smooth functioning and efficiency in

all social security schemes.

Employment and Economic Empowerment

93. From 2007, the government continued to implement the Nati onal
Employment Creation Program which was launched in 2006. The Program aimed
at creating over one million jobs by 2010. To support the implementation of the
program, the government approved the Youth Development Policy in 2007 and

the new Employment Policy in 2008.

Achievements :
0] As of December, 2008, about 1,271,923 new jobs were created in

different sectors as follows: Government 85,571 jobs; government
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institutions 965 jobs and private sector 1,185,387 jobs. The private
sector leads in creation of employment by 93.2 percent;

(i) The Government established Tanzania Employment Services Agency
(TaESA) in July, 2007, to provide employment services by linking job
seekers to employers both locally and internationally; and

(i)  The Government has also continued to implement the National
Economic Empowerment Policy in terms of provision of loans,

formation of cooperatives including youth and women economic

groups;
Challenges
) Mainstreaming employment and youth development issues in planning,

Budgeting and other development agenda at all levels;

(i) Improving collection and analysis of employment disaggregated data;

(i)  Creating awareness to the public on the importance of the youth
employment at all levels;

(iv)  Operationalization of district employment committees

(V) Promoting youth employment at all levels; and

(vi)  Facilitation of Labour migration and its management to attract Tanzanian

diasporas remittances and their skills.

National Identity Project

94. National Identification aims at managing the provision of individual
identity information Register, information sharing and secure National ID
Register to Tanzanian citizens and eligible non-citizens. During the period under
review, the National Identification Authority has been established through G.N.
No. 122 of 2008.
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95. Achievements: During the period under review the CEOwas appointed
and recruitment of key staff is on course. Milestones registered at different levels
of implementation include: establishment of technical infrastructure namely web
enabled customer service system; data collection system of birth, death and
marriage registration system; instituting ICT security and maintenance
standards; and establishing an interfacing among government major systems
such as passport, driving licence, visa, tax payer identification numbers and

procurement of contractor to implement a project is in progress .

Challenges

) Coordination and harmonization various identification and registration
processesin the country;

(i) Timely completion of tendering process of National Identification System ;
and

(i)  Creating public Awareness on the Concept of National Identification

System.

Export Processing Zones (EPZ) and Special Economic Zone (SEZ)

96. Achievements : During the period under review, the following specific

achievements have been recorded:

0] A total of 28 EPZ investments were registered of which 19 are operational,
6 are under construction;

(i) Four EPZ industrial parks were licensed; including Millennium Business
Park in Dar es Salaam (23 Acres); Hifadhi EPZ in Dar es Salaam (20
Acres); Kisongo EPZ in Arusla (70 Acres) and Kamal Industrial Estate |
Bagamoyo (300 Acres);

(i)  The total capital invested is US$ 210 million, and the total value of

exported goods is US$ 120 million;
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(iv)  Employment of 7,500 was created as direct labour and 20,000 as indirect
labour;

(V) Large areas for EPZ/SEZ development land for EPZ and SEZ has been
been acquired in Manyara, Kigoma and Mtwara;

(vi)  Benjamin William Mkapa Special Economic Zone (BWM SEZ) attracted a
total of 32 applications for industrial plots. Out of the 32 applications, 11
have met laid down eligibility criteria and have been allocated plots

covering a total area of 109,655m2.

Challenges

(1 Inadequate physical infrastructure or Industrial Parks;

(i) Inadequate financial resources for land compensation; infrastructure
developmentand EPZAGs operational activities;

(i) Inconsistent supply of utilities;

(iv)  Delays for importation of raw materials and capital goods due to
congestion at the Dar es Salaam port;

(V) Limited capacity of skilled labour force

(vi)  Little public awareness of the EPZ scheme;

(vi)  Delays of clearance of EPZ goods; issuing of work permits and issuing of
entitled incentives and tax refunds; and

(viii) Slow progress of SEZ scheme due to absent of SEZ Authority and

regulations.

Business and Property Formalization Programme

97. Achievements : During the period under review the Government has
continued with efforts of formalizing land ownership to enable land use for
business and economic purposes. Specific achievement include: a total of 12,795
farms were surveyed in the following districts council: Musoma Rural (1,636);
Serengeti (581); Makete (960); Njombe (811); Mpwapwa (1,277); Rufiji (2,465);
Nachingwea (1,628); Manyoni (1,160); Mvomero (1,347) ; and Wete (930).
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Challenges

) Enhancing capacity of the Local Government Authorities to sustainably
implement Business and Property Formalization Programme;

(i) Speeding up mainstreaming of Program objectives and Action Plans i
Speeding up mainstreaming of Program objectives and Action Plans in the
sectoral ministries; and

(i)  Enhancing access to financial services in the rural areas
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CHAPTER THREE

SPECIFIC ISSUES FOR REGIONS AND LOCAL GOVERNMENT

Introduction

98. Regions and Local Government Authorities have specific roles and
responsibilities to perform for the purpose of bringing about development and
improving service delivery in their respective areas of jurisdiction. These two

levels of administration have specific objectives as summarized below.

99. Regions: As part of the Central Government, the Regions are
responsible for securing the maintenance of law and order and determining the
specific direction of efforts in implementing the policies of the Government
including attainment of national standards and quality assurance in the delivery
of public goods and services. The role of Regional Administration is to facilitate
and assist the local government authorities in the region in undertaking and
discharging their responsibilities by providing and securing the enabling

environment for them to successfully perform their duties and functions.

100. Local Government Auhorities, on the other hand, are charged with the
following responsibilities:
() to maintain and facilitate the maintenance of peace, order and good
government within their areas of jurisdiction;
(i) to promote the social and economic well-being of all the people within
their areas of jurisdiction; and
(i) to further the social and economic development of their areas of
jurisdiction subject to the national policies and plans for rural and urban

development.
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101. This Chapter is meant to provide a review of the performance of Regions
and Local Government Authorities during the period under review. In doing so,

the achievements registered during the period and the challenges met by each
level of administration are summarized. The Chapter concludes also ircludes
instructions to Regions and LGASs to clearly state and submit their annual targets

in respect of the implementation of Kilimo Kwanza for the next medium term.

Regional administration

102. During the period under review, Regions continued to maintain peace,

order and tranquility as well as coordinating and backstopping LGAs to attain

social and economic development. Achievements during the period include:-

) Improving working environment through construction and rehabilitation of
17 Regional Administration b | oc k s, 26 District Commi s si
well as 32 residences for RCs and DCs

(i) Facilitating improvement of health services through construction of
Regional Hospitals in Singida, Manyara and Mbeya regions, rehabilitation
of regional Hospitals of Arusha, Morogoro, Kilimanjaro, Shinyanga,
Kigoma, Rukwa, Tabora, Dodoma and Mwanza regions and expansion of
Tumbi Hospital at Kibaha Education Centre which serves also as Regional
Hospital for Coast Region

(i)  Enhancing transparency and participation of stakeholders in the
development process at the local level by facilitating Regional Consultative
Committees (RCCs), District Consultative Committees (DCCs) and Inter
Council Forums meetings

(iv)  Providing technical advice and conduct quarterly monitoring and
evaluation on the implementation of activities in LGAs; and

(V) Coordinating the process of grassroots | e a d electoids in 132 LGAs

which was conducted in October 2009.
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Local government
103. Following are achievements which were registered by Local Government
Authorities (LGAS) during the period under review: -
) 132 District Secondary Schools Education Officers and 132 District
Academic Officers were appointed and attended orientation courses for
their newly appointed posts;
(i) All 264 District Education and Academic Officers were provided with
working tools;
(i)  Guidelines for supervision and implementation of secondary schools have
been prepared, issued and are in use;
(iv)  Councils Plans were prepared using O & OD approach which have been
rolled in 105 LGAs;
(V) Tshs. 70.1 billion was allocated to LGAs for implementation of projects in
education, water, agriculture and health sectors. Some of the projects
which have been implemented include rehabilitation and construction of
secondary school sdé <c¢cl assroomsnblockeacher so
and laboratories, health centres, dispensaries, irrigation projects and
formation of farmersd groups in 132 LGAs
General Elections Manifesto;
(vi)  Routine maintenance have been done for 10,901 kilometres, spot
improvement done to 2,045 kilometres and periodic maintenance
conducted to 536 kilometres;
(vii)  Continued with interventions against HIV and AIDS pandemic including
improved health care, support and treatment for PLWHA, increased
number of people undergoing voluntary testing and counselling and
acquisition and distribution of testing kits;
(vii)  Training on International Public Sector Accounting Standard (IPSAS) to all
Councilsé Treasurers, I nternal Audi tor s,

accounts and 17 Internal Auditors from Regionshas been conducted;
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(ix)

(x)

(xi)

(xii)

Increased own source revenue collection from TShs. 61.4 billion in
2007/08 to TShs. 100.6 billion in 2008/09 which is equivalent to 92% of
the 2008/09 estimates. To a large extent this has increased contributions
of the LGAs in development projects and day to day operations of the
LGAs;

Continued with construction of 32 offices of Members of Parliament, 12
new Council headquarters and 80 staff quarters which started in
2008/2009 financial year;

Conducted Grassroots Elections ér Civic leaders in October 2009 for which
17 registered political parties participated whereupon 284,499 seats were
contested; and

Training of staff/officers from 9 LGAs on the implementation of the
National Strategy on Crime Prevention under the key functions of the

maintenance of peace, order and good governance.

Challenges Facing Regional Administration and Local Government

104.

The following are the major challenges facing Regional Administration and

Local Government plans and budgets:-

(i)
(ii)

(i)

(iv)

(V)

(vi)

(vii)
(viii)

Inadequate number of qualified staff at RAs level to support LGAS;
Securing adequate number of primary and secondary school teachers and
health staff;

Meeting the requirements for infrastructure in primary and secondary
schools as well as in health facilities;

Lack of communication strategy between LGAs, PMORALG and Sector
Ministries;

untimely and inaccurate reports submitted to higher authorities
(PMORALG, MoFEA and other sectoral Ministries)

Attracting and retaining qualified personnel in underserved areas;
Harmonizing and rationalizing funding modalities to LGAS;

Creating capacity to comply with the requirements of the Public

Procurement Act No 21 of 2004 and Regulations;
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(ix)  Attracting qualified contractors in some areas patrticularly in road sector;

(x) Accessing timely foreign funds for implementation of development
projects in LGAs;

(xi) Instilling budgetary discipline among Council leaders and staff in order to
minimize reallocations; and

xi) Mobilizing revenue fr.om Councilsd own sou

Medium Term Focus for FY 2010/11 i 2012/13

Regional administration

105. For the past five years, major development projects undertaken at

regional level included mainly construction of offices and residences or

rehabilitation of the same. Experience has shown that most of these projects are

implemented at a longer period than the initial period. This is due to the fact that

new projects are established before completion of the ongoing ones. This has

resulted to thin-spreading of meager resources to many projects which impliedly

shows that there is lack of prioritization during the planning process. In this

regard, priority areas during the medium term plan will include the following: -

0] Coordinating interventions aimed at succ
Kwanzao in the regi ons$of agnoentechdnization est abl
centres and agro-processing small scale industries

(i) Completing ongoing projects especially Regional blocks, District
Commissioners Offices, Regional hospitals and District Commissioners
residences;

(i)  Developing proposals on Regionallntegrated Development Programmes;

(iv)  Facilitate preparation for 2010 General Elections and

(V) Facilitate improvement and expansion of rural roads network.
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Local Government

106.

During the Medium Term Plan and Budget, the principle of discretionary

allocation of resources to development projects will still prevail. LGAs are urged

to focus on few priority areas which have quick wins. In order to abide with

other National Policies, priority areas will also include:-

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

)
(xi)

(xii)

Facilitating establishing small scale industries int he cont ext

Kwanzabo i ncluding infrastructure
distribution of farm implements;
| mproving and expanding Districtso

LGAS);

Completing ongoing projects;

Constructing secondary school infastructure eg. Hostels and laboratories,
coordinate secondary school education activities at LGAs level and
implement new curriculum;

Preparation of land use plans which among other things, will contribute to
reduction of conflicts between livestock keepers and farmers;

Improvement of Dar es Salaam City and Dodoma Municipal infrastructures
such as ring roads, sewerage system, street lights and parking;
Management of Constituency Development Catalyst Fund (CDCF);

Rolling out of O&OD in the remaining 27 LGAs;

Rehabilitation of existing health facilities as part of implementing Primary
Health Services Development Program (PHSDP);

Strengthening Monitoring and Evaluation at all levels;

Reviewing, evaluating and strengthening LGAs own sources of revenue
and

Strengthening law and order through implementation of the national
strategy for crime prevention which was launched by the Government in
2008.
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Kilimo Kwanza

107. Regions and LGAs have a specific role in successful implementation of the
interventions under Kilimo Kwanza. The Government has, effective from
2009/10, provided resources with which agricultural inputs will be provided.
These efforts will be continued into the next medium term. LGASs are particularly
called upon to invoke the bottom -up participatory planning approach so that
production targets can be set for each Kitongoji, each Village and thus
consolidate t he projected producti on for
jurisdiction. Each LGA should mobilize its residents so as to ensure that they
produce enough food for themselves as well as producing surplus food crops
and bumper non-food cash crops for sale. The RSs should consolidate those
targets into regional targets and submit them to PMO-RALG and MAFSC for
further consolidation into national targets. Those targets will then be used for
monitoring annual performance during the medium term. The plans and budgets
of Regions and LGAs for the year 2010/11 and thereafter should reflect how

individual Regions and LGAs are poised to make Kilimo Kwama a success.

BEST Implementation at LGAs level -Doing Business

108. LGAs are supposed to play a crucial role in facilitating doing business in
their areas of jurisdiction. Hitherto, however, the LGAs have insisted on
unnecessary regulatory and administrative constraints which have only served to

frustrate the private sector in undertaking business ventures in the country.

109. Regions and LGAs are hereby called upon to address the cumbersome
procedures in the issuance of business licences and related permits whichclearly
inhibit doing business thus failing to attract both local and foreign investments.
PMORALG and other stakeholders should seriously review the relevant laws and
regulations with a view to relieving Council Committees of the burden of
undertaking technical responsibilities such as scrutinizing and approving building

permits for which they are not competent so that such tasks are entirely left to
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the relevant technical staff who should be held fully responsible for their deeds

or misdeeds.

Planning and Budget Process for Local Government

Budget preparation and submission ;

110. Budget preparation at Local Government Authorities will continue to be
guided by Opportunities and Obstacles to Development (O&OD) participatory
planning methodology. Through this methodology, communities will come up
with plans and budgets for their villages and Mitaa. Higher level local
government authorities wildl compil e wardsoé6
Level Local Government Authorities (LLLGAs) plans have two componets.
Component one comprises activities that can be financed by the communities
themselves and component two comprises activities that need assistance. The
later is used as inputs during the preparation of higher level local government
aut hor i t iceptds arsdtbudget. e@As will prepare MTEF document and
discuss their budget through statutory Committees. Regions through Inter
Council forums should become effective in terms of scrutinising LGAs plans and
budget so as to ensure compliance with National policies before Full Council
meetings. Regional budgets will be scrutinized to assess adherence to these
guidelines, alignment and inclusion of all necessary requirements by the team
comprising of staff from PMO-RALG, POPSM and MoFEA. Budget preparation Wl
be guided by institutional ceilings as no funds will be allocated outside ceiling

provided.

Budget Execution Stage

111. LGAs are obliged to prepare realistic action plans, procurement plans and
projected cash flow requirements for the financial year. The action plan should
include uncompleted activities and unutilized funds from the previous year
according to approved budget. Budget executions should commence with

outstanding balances carried forward from the previous financial year and
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proceed with own source revenues as well as intergovernmental transfers and

subventions allocated for the new financial year.

Budget Monitoring, Evaluation and Reporting

112. RAs and LGAs are encouraged to form joint teams for monitoring and

evaluation. Whenever RAs are conductng monitoring at LGAs, the joint team

should draw members from all sectors. This will also apply for LGAs when they
are conducting M&E at lower level local government authorities. Such practice
will help to cut down costs and also will enhance building common

understanding. RAs should monitor all funds disbursed to LGAs while LGAs
should monitor all funds disbursed to lower levels local government authorities.

Reports should be prepared quarterly, semi annual and annual as instructed in
the Medium Term Strategic Planning, Budgeting and Reporting Manual
(MTSPBM). LGAs are urged to prepare timely and quality reports which adhere to
format provided and submit them to the various levels of the Government for

decision making and actions.

113. Following the introduction of Milestone Assessment Framework (MAF),
RAs and LGAs are urged to carry out evaluation of their performance to assess
the level of achievement in terms of outcome and impact. They are required to
report on its budget outcomes and performance by using the standard formats
provided both in the Planning and Budgeting Guidelines Part Two (PBGi Part II)
as well as the MTSPBM. Annual Performance Reports and Threefear Outcome
reports should be made available to stakeholders including the general public
within 90 days after completion of the particular financial year. This is intended
to enhance good governance through transparency, accountability and

ownership by key stakeholders.
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Main Functions of Council Organs

114, Counci |l s6 day t o dayn Gopreiloragand Execstivea.r e

Permanent standing Committees which are formed by Councilors will always
oversee execution of Council ds plans
the Full Council. Council Management Team (CMT) which is formed by the
Director and Heads of Departments, continue to be an important organ in the
LGAs plans and budget preparation, execution and reporting process. It is this
team which forms the Council Planning and budgeting committee. This
Committee among other things performs the following: -

0] To review plans and budget performance of the last and current financial

years for both recurrent and development budgets;

and

vest

bud

(i) To interpret national policy in council 6:cs

on council sd& prvisiogrthetpregastiora of the Han @redr
budget process;

(i)  To advise Councillors on realistic budgeting that matches resources
availability and expected outputs;

(iv) To draw up programme for budget preparation, scrutinisation and
rationalization;

(v) To compile and fi nal i zi ng LGAOS MTEF by

budgetsd6 are consistent with council

the revenue budget with both recurrent and development budgets;
(vi) To ensure that all revenues collectable under Section 6 of the Local
Government Finances Act (Cap 290), are collected and accounted for; and
(vii) To carry out the execution, performance monitoring and reporting on

Councilsdé plan and budget.

115. During the medium term, Regions and LGAs will receive financial
resources from the Treasury to facilitate implementation of priority activities for
Recurrent and Development budgets. The Government will continue to allocate

resources using the Strategic Budget Allocation System (SBAS) forRegions and
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OC and development funds will be allocated on formula basis for LGAs. The grant

allocation plus estimated revenue from own sources will constitute the resource

envelopes for LGAs. The use of formula in allocating grants to LGAs enhances

predictability, stability and transparency in LGAs budget allocations and

engenders more effective and accountable financial planning and budgeting.

Revenue from Own Sources

116. Fol I owi ng

Government 6s

commit ment

economic services, LGAs need to scale up revenue collection efforts and

effectively participate in co-funding of development projects that will receive

funding from government subventions.

for al | LGAs O

own

projection for 2010/11 is Tshs. 158.8 billion.

sour ce

revenue

During 2009/10, the approved budget

Table 3.1 depicts Counci | 6s Own Revenues far t
2008/09 -amount in Million Tshs
Year Number_ o Estimates Actual %
Councils
2006/07 122 63,385.0 61,411.1 97
2007/08 133 80,137.3 79,770.3 100
2008/09 133 109,258.0 100.659.0 92
GRAND TOTAL 252,780.3 241,840.4 96
Performance:
For the period July 2006/07 to 2008/ 09,

sources amounted to Tshs 241,840.4 against the target of Tshs 252,780.3

reflecting performance rate of 96%.

117. In the process of setting revenue targets in the year 2010/11, LGAs

should seek to systematically review and evaluate actual and potential own

sources of revenues. The findings observed should serve as a baseline in

strengthening the sources, establishing a realistic future focus that will lead to
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maximum utilisation of Councils revenue base. All LGAs are urged to identify
more revenue sources within the closed list of revenue sources and enforce
bylaws that are in place for effective collection of the sam e, and if need be,

enact new by-laws.

Intergovernmental Fiscal Transfers

118. During the period under review, inter -governmental transfers have been
playing a critical role in the system of transfer of public finance from the Central

Government to LGAs. In the medium term 2010/11 - 2012/13, LGAs will continue
to receive funds direct from the Central Government, while Regions will receive
the release warrant and exchequer issue notification of the same for information,

coordination and accounting purposes. The Intergovernmental transfers will
therefore cover the recurrent block grants (PE and OC) and development

subventions (Local and Foreign Grants).

119. Following the implementation of D by D policy, a number of functions

have been devolved to LGAs and the respective budgets have been transferred
direct to relevant points of implementation. Likewise, higher level of LGAs are
obliged to transfer internally the funds allocated for implementation of activities

at lower levels (Wards, Villages/Mitaa and Vitongoji) to enable effective
governance and accountability at all levels. Notwithstanding of D by D policy,
Government subventions for implementation of activities and projects under
vertical programmes will continue to be channeled through respective MDAs
while efforts are made to finally make implementation of such activities and

projects more D by D compliant.

Recurrent Block Grants
120. During the medium term, LGAs will continue to receive recurrent block
grants for implementing planned local activities in all depart ments as will be

guided by resource envelope and as passed by the Full Council and finally
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approved by the Parliament. In this context, recurrent block grants will be

provided to LGAs in the form of Personal Emoluments (PE) and Other Charges
(OC). The PE budget will be allocated based on approved establishment while
OC budget will be determined by using formulae whose variables reflect service
delivery need indicators such as population, number of school aged children,
poverty, geographic size and other social-economic indicators. The table below
shows a summary of the recurrent block grant formulae that will continue to be

used for allocation of resources in the year 2010/11 - 2012/13.

Table 3.2:  Formula for allocating Block Grants for PE and OC

No. Sector Formulae/Variable Applicable

1. Primary Education Number of school-aged children 100%

= (==

2. Secondary Education Number of enrolled students (day
andboarding) 100%

3. Health Services Total population: 70%
Number of poor residents: 10%
District Medical Vehicle route: 10%

Under-five mortality: 10%

4, Agriculture Extension Number of villages: 80%
Rural population: 10%

Rainfall index: 10%

Number of unserved rural residents: 90%
Equal shares: 10%

5. Water Services

6. Local Roads Road Network length: 75%
Land area (cropped): 15%

Number of poor residents: 10%

7. General Purpose Grant Total Population: 50%
Total Number of rural residents: 30%
Fixed Lump Sum: 10%

Total Number of Villages: 10%

8. Personal Emoluments Number of existing employees in the payroll
Number of existing employees not in payroll

Number of employees to be recruited.

—A—Aa—Aa—Aa_Aa_a_a_0_8_4a_4_-9/43.0a._-4._-4a_"-oUum2._-9._-24.-29

121. Councils are responsible for determining the allocation of resources of
each grant within the formula -based ceilings allocated to them, recognizing
expenditure commitments and the needs of each sector. As a result, all existing
and any new posts in the council és budget mi

budget constraints.
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122. LGAs should prepare the personal emoluments (PE) budget based on
identified actual strengths and manning level required to perform the functions
as set in the strategic plan, within the budgetary ceilings. Each LGA should
prepare the PE and OC budget, forming the recurrent budget which along with
the development budget section will complete the MTEF document to be
submitted to MoFEA for scrutinisation, consolidation and finally progressed for

approval by the Parliament.

123. In budgeting for existing commitments for PE, Councils should take
existing payrol | figures Il ncl udispedive Emp|l oy e
pension funds and other statutory contributions. The amounts to be released for
PE will be subject to the approved budget and monthly payroll printouts sent to

respective LGA

124. Underserved areas: These are areas which do not attract qualified staff
due to factors such as absence of basic facilities including staff houses and other
infrastructure facilities, remoteness (geographical location and setting) culture

etc. This has resulted into low quality or inadequate services delivered by various
sectors to the communities in some parts of the country. To address this, during

financial year 2009/2010 the Government allocated funds for purchasing boats in
delta islands and islands, generators, solar panels, construction of hostels in
pastoral and nomadic areas etc. Meanwhile, efforts are being made to connect
hard to reach areas with the rest of the country to ensure accessibility
throughout the country. Ongoing development projects being implemented in
underserved areas are fully funded. During Medium term focus, the Government
will continue to fund other identified and economically viable projects in these
areas and ensure that they are completed in time, preferably within one financial
year. Meanwhile, Public Service pay and Incentive Policy which wil include
attracting and retaining technical staff in LGAs employed will be developed by

the Government.
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125. Staff identified for transfer as part of the Council restructuring process,
should be budgeted for in the council in which they are currently employe d,
unless their transfer has been agreed and the new council has accepted them.
Estimates of the costs of transfers should be noted in the council budget
documents and brought to the attention of MOFEA and PMORALG for financing as

appropriate.

Other Tran sfers (Subventions)

Allocation of Sectoral specific Block Grants ;

126. Block Grant for Education: The purpose of the Education Block Grant is
for the effective administration and delivery of primary, secondary and adult
education at the council level, including school operating costs. The following
conditions will guide the use of the education block grant funds for primary and
secondary education during the medium term: -

0] LGAs should abide by all standards and procedures in the delivery of
primary and secondary education as set forth by the MoEVT;

(i) LGAs should budget a capitation grant for primary schools at an average
of Tshs. 10,000 per enrolled pupil per annum including those in special
schools; the budgeting for this should be done at school level and the
capitation fund should be used for text books, teaching and learning
materials, maintenance, minor repairs, furniture, and school
administration;

(i)  LGAs should budget a capitation grant for secondary schools at an
average of Tsh. 20,000.00 per enrolled student per annum; the budgeting
for this should be done at school level and the capitation fund should be
used for text books, teaching and learning materials, maintenance, minor

repairs, furniture, and school administration;
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(iv)  LGAs should budget an average of T$. 1,500.00 per student per school
day for meals in boarding (registered primary and secondary) schools;
and

(V) LGAs should also ensure budgeting and effective collection of Tsh.
20,000.00 for each student enrolled in Day Secondary Schools and Tsh.
70,000.00 for each student enrolled in Boarding Secondary Schools as
part of Capitation fund from Council own sources through cost sharing

basis.

127. Block Grant Allocation for Health: The purpose of the Health Block
Grant is to provide funds for the operation and deli very of primary health care
services at council level, including district hospitals, health centres, and
dispensaries, as well as for local health programmes such as immunization and

health education.

128. Funds for medicines and medical supplies required for local health
facilities will be allocated to each LGA and the actual releases will go directly to
the Medical Stores Department (MSD). The MoHSW will continue with overall
responsibility of coordinating the quality and availability of medicines and

hospital supplies in line with implementation of the National Health Policy, 1997

as revised in 2007. As per CAGOs Report

required to maintain proper accounts for the medicines and hospital supplies

received from MSD and the balance of funds standing to its credit with MSD.

129. Local Government Authorities will be allocated the Health Block Grant in

line with the Comprehensive Council Health Plan Guidelines (CCHP) issued by

MoHSW The allocation will be of two types which are:-

0] Allocation per cost centre such as DMOs 6 of fice,
Vol untary Agenciesb Hospital s, Heal t h

Community interventions.
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(ii)

Allocation by type of expenditure such as allowances, transport,
training and maintenance. The allocation guidance by cost centres and
type of expenditure should follow the arrangement set in the CCHP

guideline.

130. The following conditions must be followed by councils in the use of the

health block grant funds: -

(i)

(ii)

(iii)

LGAs should set their own performance objectives and targets within the
context of the Guidelines for Preparation of Comprehensive Council Health
Plan, taking into account the interventions, conditions and priorities set in
each cost centre;

LGAs should only budget PE funds for employees in the Designatel
District Hospitals (DDH) and Voluntary Agencies Hospitals (VAH) who are
recruited through LGAsd and MoHSWOG&s
under the terms of other employers than the Government will continue be

paid by those employers. The OC for DDHs, VAH and other Health
Facilities will be financed by the Government based on the priority areas

of support as approved by the respective LGAs in the CCHP.

The budget for medicines and hospital supplies will be purchased from
MSD under the curative sub vote (t he <cost centre for
funds for drugs and medical supplies will be deposited with MSD so as to
enable bulk purchases and distribution. LGAs will order from MSD depots
according to their requirements and within their budget allocation cei lings.
MSD is hereby instructed to maintain a separate account for each LGA
wherein deposits of funds are made and withdrawals in terms of value of
drugs requisitioned are maintained and share reports with LGAs on
qguarterly basis. MoHSW and PMORALG will mlee arrangements for

ensuring that this is done.
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131. Block Grant for Agricultural and Livestock Development Services:
The purpose of the Agriculture Block Grant is to enable LGAs to administer and
deliver effective agricultural and livestock extension services and thus raising
productivity and ensuring food security within their areas of jurisdiction. LGAs
should allocate Agriculture Block Grant funds to cover the recurrent cost of
providing basic training and support to the farmers and for assistance in livest ock
development. The following are sector specific conditions to guide the allocation
of the grant: -

) LGAs should allocate Agriculture Block Grant funds to the maximum of
20% for the administration of agricultural and livestock extension activities
at the council level;

(i) LGAs should allocate at least 80% of Agriculture Block Grant for funding
agriculture and livestock extension activities at the Ward and Village
levels, in accordance with the provisions of the District Agriculture
Development Plans (DADPSs);

(i)  LGAs should coordinate all stakeholders in determining the priorities for
implementation of Kilimo Kwanza initiatives as described in Chapter Six
(Medium Term Focus at Macro/National level) and ensure effective

implementation in their areas of jurisdiction.

132. Block Grant for Council Roads: The Road Block Grant is meant to
provide funding for the core maintenance of council roads as well as meeting the
costs of administering the councils Engineering Department. The amount availed
to LGAs is, expectedly not substantial because more funds are allocated through
Road Fund mainly for the same purpose. LGAs should use the Road Block Grant
funds to cover the cost of maintaining the existing local road network and not for

capital development purposes.
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133. Block Grant fo r Water: The purpose of the Water Block Grant is to
provide recurrent funding for local water activities, including the monitoring of

local access to potable water and implementation of new local water schemes for
underserved communities. Once development of such schemes is completed, the
actual operation and maintenance (O&M) of the schemes is to be handed over to
semi autonomous local water providers such as user groups, local water boards,
or incorporated water authorities. Councils should ensure that water users
establish funds for the operation and maintenance of water supply schemes from
user fees or community contributions, though the LGA may, depending on

availability of funds, provide support as additional funding from time to time.

134. The following instructions should be observed by each LGA in the

preparation of their plans and budgets for the use of Water Block Grant: -

(1 LGAs should abide by all standards in the monitoring and support of local
water delivery as set forth by the Ministry of Water and | rrigation.

(i) LGAs should allocate the Water Block Grant funds to cover the recurrent
cost of monitoring access to potable water across the district and the
administrative expenses for implementing new water schemes for
underserved communities.

(i)  LGAs may allecate expenditure not exceeding 20% of the total grant for
supporting post-construction maintenance of water schemes in addition to
the maintenance funded from community resources.

(iv)  LGAs may allocate expenditure not exceeding 60% to finance activities to
promote ownership of water schemes among communities and to support
their sustainability.

(V) Urban councils should use the Water Block Grant funds to improve water

access for underserved or underserved per-urban areas.
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135. The General Purpose Grant.  The General Pupose Grant (GPG) is an
unconditional, equalizing grant whose purpose is to support council
administration. It enables LGAs to expand their revenue bases and provide some
additional local services, particularly outside the grant-aided sectors. GPG along
with local own source revenues are used to finance basic council administration
costs. Councils are allowed to use part of GPG funds for cafunding development
projects under the LGDG system. Otherwise, GPG is directed to such non grant
aided sectors including Administration, Planning, Finance and Accounts,
Community Development, Trade, Cooperatives, Natural Resources, Lands and

Cultural Development.

Other Recurrent Transfers (Subventions) to LGAs ;

136. Health Sector Basket Fund (HSBF): HSBF resources are used ¢
supplement the OC funds provided under the Health Block Grant for the
operation and delivery of primary health care services at council level, including
district hospitals, health centres, and dispensaries, as well as local health
programmes such as immunization and health education. The same formula are
the one used for allocating the Health Block Grant is employed in allocating

financial resources from the HSBF.

137. Road Fund maintenance budget: The Road Fund resources are being
allocated between the Central Government and the Local Government on a 7:3
ratio. During the medium term, the formula described above for the Road Block
Grant will be applied in allocating the ceilings for the 30% share from the Roads

Fund. Each LGA will be allocated funds with spec i f i ¢ cei |l i ngs

for

Mai ntenance Budget 0o and t affacted directty framfther o a d

Treasury to the respective LGAs.
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138. Likewise, there has been infrastructure problem in Dar es Salaam City
which causes close to intolerable high traffic jams, floods and wastage of time
and resources on the road. It is exceedingly difficult to keep the City clean and
has become insecure. To address these problems, Municipal Councils in Dar es

Salaam are called upon to allocate more funds.

139. HIV an d AIDS Subventions: LGAs will continue to play a critical role in
addressing the HIV and AIDS pandemic in Tanzania. The National MultiSectoral
Framework (NMSF) recognizes that many activities can only be successfully
implemented at the local level, whether they are targeting prevention, care and
treatment or mitigating the impact of HIV and AIDS. As a result, the Government
has derived a mechanism to increase ownership and accountability at the LGA
level for the planning and implementation of HIV and AIDS interventions,

through the introduction of the ANMSF Grant o

140. The NMSF Grant for HIV and AIDS for the medium term of 2010/11 i
2012/13 will be allocated based on the following formula: Population (70%), the
number of poor residents (10%); District Medical vehicle route (10%), and the
council 6s estimated HIV and AI DS prevalence

for budgeting resources to local prioritized targets and activities.

141. The following conditions are to be observed in using the NMSF Grant

funds for HIV and AIDS:-

() Each LGA should have a functioning Council MultiSectoral HIV and AIDS
Committee.

(i) LGAs should have an existing plan and budget consistent with the
guidance from TACAIDS, PMGRALG and the MOHSW.

(i) LGAs should abide by alltechnical and professional regulations of MOHSW
and MLYD, including the delivery of Voluntary Testing and Counselling

services.
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(iv) LGAs should ensure that HIV and AIDS targets and activities are
devel oped and coded within theible MTEFs
tracking of expenditure. TACAI DS has dev
of interventionsd which encompasses key
and impact mitigation activities, as earmarked in the National Multi-
Sectoral Framework of 200871 2012;
(v Allacti vities developed wunder ARObjective AO0
reported accordingly by the Council Director assisted by the HIV and
AIDS Coordinator, whereby transparency, participation and accountability
must be observed through Multi-Sectoral Committeesat all levels;
(vi) The allocation ranges given above are for the overall budget and therefore
funds should not be used for long term or costly training as well as any
assets whose unit cost exceeds the value of two million (Tshs.
2,000,000);
(vii) Purchase of medcines from other sources is only allowed when the
Council has evidence that MSD medicine items are out of stock at the
time of order. RMO and regional pharmacist should verify and approve
the procurement procedure.
(viii) Budgeted funds will be disbursed into a separate bank account for HIV
funds managed by the Council Directors;
(ix) Priority will be given to support programmes with a good performance
record of reaching the end user namely PLHIVs and their primary carers
within the household and community, including CBOs, NGOs, FBOs, with
special focus on organisations-led and composed of PLHIVs; and
(x) All LGAs are required to submit quarterly HIV and AIDS technical and

financial reports to PMO-RALGfor consolidation.
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Anti -Corruption Strategy and Action Plan

142. LGAs arerequired to introduce systems of integrity; accountability and
transparency by institutionalizing Integrity Committees which are functional build
their capacity and also that of the community based organisations, service
deliverers and outlets for combating corruption. Activities related to anti-
corruption should be budgeted from own source and GPG allocation under

Objective B to enable tracking of expenditure.

Development Funds

143. Similar to the recurrent sectoral block grants, LGAs will also continue to
receive development transfers through the Local Government Development Grant
(LGDG) system. Through the LGDG System, discretionary Council Development
Grants (CDG) and Capacity Building Grants (CBG) as well as sectespecific
development grants for agriculture (ASDG), water (WSDG), health (HSDG) and
education (ESDG) will be provided.

The Local Government Development Grant (LGDG) System

144. The Government has been implementing a unified system known as the
Local Government Development Grant (LGDG) Government Cpital Development
Grant (LGCDG). This LGDG System provides formukbased discretionary and
sector-specific development funding to LGAs. During the medium term the

Government will seek to harmonize sources of development funds to LGAs so as
to have the LGDG system as the main mechanism for channeling all development
funds to LGAs.

145. LGAs will be assessed in nine key areas as explained in the 2008

Assessment Manual in order to determine the performance based level of

funding t o LGAs O d e vhe |Syspem eseeks t@ promotec t s .

compliance with national policies and regulatory frameworks as well as creating

an incentive system that allows for adjustment of the annual grant allocation to
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each LGA depending on the level of achievements against the set of minimum

conditions and performance indicators.

146. The development transfers under the LGDG System adhere to the
following five common principles: -

(i) The allocations are based on an objective, equitable, efficient and
transparent formula;

(i)  The allocations are performance-based and subject to a common
performance assessment;

(i)  The rules of the LGDG system are universally applied and all councils that
qualify should receive formula based allocations;

(iv) There is only a single PMORALG managed approval and disbursement
process for all windows of the LGDG system, guided by a single LGDG
System Steering Committee.; and

(v) The LGDG system transfer resources, in combination with other recurrent
and development grants and own source revenues, are to be spent by
the LGAs on line with locally determined priorities as captured in the
council plans and budgets thus promoting local governance, autonomy,

accountability and ownership.

147. The LGDG will flow to LGAs through Council Development Grants (CDGSs),
and the Capacity Building Grants (CBGs), as well as sector specific grants
integrated into the system. In 2010/11 the sector -specific grants will be for
sector specific windows for the Agriculture, Water, and Education and Health
sectors. During the medium term, it is expected that a se parate sector window
for roads will also be established to facilitate the flow of development funding for

roads to the LGASs.
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