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ABSTRACT

Tanzania’s current growth and poverty reduction strategies are contained in its
second PRSP. This document, and the processes leading to its formulation, has
helped to mobilize donor funds. However, the content of the PRSP is largely
irrelevant for implementation, and has contributed little to better inter-sectoral
linkages and synergies both of which were its main purposes. The immediate
reasons for this irrelevancy include a participatory planning process not aligned
with the domestic political process and with no budget constraints which led
to a shopping list of un-prioritized initiatives; an implementation machinery
around the budget process which in practice does not ensure that resources are
allocated in line with the document’s priotities; and limited understanding and/
or acceptance across the spectrum of government institutions and political
leadership that the PRSP is the overall strategic guiding document.
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I. INTRODUCTION

Poverty Reduction Strategy Papers (PRSPs)
were introduced in the late 1990s, building not
only on the global consensus to address pov-
erty more comprehensively, but also as a re-
sponse to the concerns that were raised against
the Structural Adjustment measures champi-
oned by the World Bank and the International
Monetary Fund (IMF). PRSPs attempted to
integrate the poverty concern in the policy
making process of indebted countries.

Tanzania prepared its first PRSP in 2000. It
was implemented for three years and served
two main purposes. First, it served as an in-
strtument for debt relief under the Highly
Indebted Poor Countries (HIPC) Initiative,
and secondly, it provided a framework for
coordinating poverty reduction initiatives.
Debt relief and other resources were mainly
channelled into “priority sectors” of educa-
tion, health, water, agriculture, rural roads,
the judiciary, and land. Spending on these ar-
eas was considered to have greater impact on
poverty reduction. However, although there
was some progress in the priority sectors of
education and health (primary school enrol-
ment went up and under-five mortality fell)
resources were not sufficient to lead to ap-
preciable change and poverty and inequality
levels remained high. It was acknowledged
that it will require all sectors and much more
resources to bring about growth that can re-
duce for poverty reduction significantly.

In June 2005, Tanzania prepared MKUKU-
TA for the period 2005-2010." It is informed
by the aspirations of Tanzania’s Development

' Kiswahili acronym for “National Strategy for Growth and
Reduction of Poverty” (NSGRP). In this paper, the term MKU-
KUTA (Mkakati wa Kukuza Uchumi na Kupunguza Umaskini
Tanzania) has been used consistently.

Vision 2025% 1t has an increased focus on
equitable growth and governance compared
to the first PRSP, and it is an instrument for
mobilizing efforts and resources towards tar-
geted poverty reduction outcomes.

The aim of this paper is to analyze the
extent to which the MKUKUTA has been
successful in influencing implementation on
the ground. The analysis begins by exploring
the broadened consultative process behind
its formulation, aimed not only at enhancing
local ownership and inclusion in the policy
making processes, but also at impacting posi-
tively on implementation. This is followed by
an examination of its content including the
outcome-based approach, cross-sector col-
laboration, inter-sector linkages and synergies
in achieving priority outcomes, and an analy-
sis of implementation arrangements, focus-
ing on links with the budget process and how
stated interventions are translated into action.
Lastly is an assessment of outcomes in terms
of the extent to which growth and poverty
reduction targets have been met.

% Development Vision 2025 envisages Tanzania in 2025 as a na-
tion with social and economic justice, rule of law, peace, sta-
bility, and unity. It foresees an educated population, a cultural
renaissance, and a strong, self-reliant, competitive and sustain-
able economy.
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2. BACKGROUND AND CONTEXT

Poverty reduction initiatives are not new in
Tanzania, as they have held a central place
in the country’s development strategies and
politics since independence in 1961 when
three main challenges of development — pov-
erty, ignorance, and disease — were identified.
Thus, catly development efforts focused on
addressing these challenges.

From 1967, Tanzania adopted the policy of
socialism and self reliance which was prom-
ulgated in the Arusha Declaration. President
Nyerere consistently affirmed that the basis
of socialism is people and the purpose of so-
cialism is to serve people regardless of col-
out, size, shape, ability or anything else (de la
Rue, 1973).

Implementation of the Arusha Declaration
put the major means of production under the
state through nationalization. Major invest-
ments were made in basic social services such
as education, health and water and sanitation.
This was done through central government
investment programmes underpinned by a ba-
sic needs approach and facilitated by consid-
erable inflows of aid, especially in the 1970s.
Tanzania made important achievements in
human development during that period, but
progress was stretched to its limits towards
the end of the 1970s and in the early 1980s,
when the country experienced a deep eco-
nomic crisis in which major macro-economic
indicators deteriorated (Wangwe 1996). The
crisis meant that growth declined and the ca-
pacity to implement the basic social services
and various anti-poverty programmes eroded
considerably. As a result, access to services
and quality declined.

In response to the crisis, Tanzania tried
homegrown recovery programmes without
the support of Development Partners (DPs)

but these failed to turn the economy around.
In the mid-1980s, Tanzania embarked on an
economic recovery programme under the
IMF along with the World Bank-sponsored
Structural Adjustment Programmes (SAP).
The first generation of policy reforms was
directed at macro-economic stabilization and
“getting the prices right”, with no strategies
for taking care of the social dimensions of
adjustment. It was widely believed that sta-
bilizing the economy would result in growth
and would ultimately lead to poverty reduc-
tion.

The formulation of the Economic and
Social Action Programme ESAP (or ERP
IT) (1989-92) was partly an attempt to take
on board the social aspects of adjustment.
Critics pointed to the fact that SAPs’ objec-
tives did not address the social dimensions
of adjustment and did not make any notable
dents in poverty. This line of thought was
led by UNICEF (1987). In what came to be
coined the vintage of “second generation re-
forms”, ESAP now explicitly recognised the
social dimensions of adjustment. It therefore
included measures to reverse the erosion of
the social services and paid attention to the
vulnerable groups in society. The inclusion of
social safety nets for the poor and attention
to issues surrounding growing vulnerability
to economic shocks became important fea-
tures of ESAP. The social dimension, how-
ever, was introduced as an “add on” rather
than being integrated in the policy-making
process. The fact that poverty is multi-dimen-
sional and cross-cutting was not sufficiently
incorporated into policy at that time.

More recently, Tanzania started to address
poverty as a major policy concern in 1996
when it formulated a National Poverty Eradi-
cation Strategy (NPES). Although NPES is
considered “homegrown”, it came at a time
when poverty had already become a global
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policy agenda culminating into the World
Summit for Social Development (WSSD)
held in Copenhagen in March 1995°. The
Copenhagen Summit ended with resolutions
making firm commitment to eradicate abso-
lute poverty by a target date to be set by each
country.

However, soon after the NPES was ready
for implementation, the International Finan-
cial Institutions (IFIs) promoted the concept
of PRSPs which was tied to HIPC debt re-
lief funds, and the Tanzanian government
responded quickly by preparing a PRSP in
order to gain access to the HIPC debt relief
resources.

The MKUKUTA is a successor strategy
of the PRSP which also put the focus on
poverty reduction high on the country’s de-
velopment agenda. It was prepared in a com-
pletely different context, and it made at least
three major departures from the earlier PRSP.
The consultative process was broadened and
deepened — coverage was expanded to in-
clude growth concerns along with the two
other clusters of social well-being and gov-
ernance, and the strategy was outcome- and
results-based as opposed to the PRSP which
identified a few priority sectors.

3 At the conclusion of the World Summit for Social Devel-
opment Governments (including Tanzania) adopted a Dec-
laration and Programme of Action which represent a new
consensus on the need to put people at the centre of de-
velopment. Among the ground-breaking agreements made in
the Declaration are the ten commitments. One of them is a
commitment to the goal of eradicating poverty in the world,
through decisive national actions and international coopera-
tion, as an ethical, social, political and economic imperative of
humankind.

3. THE FORMULATION PROCESS

It is strongly argued that the first PRSP for-
mulation process was compressed. Tanzanian
officials and the PRSP itself state that the
poor at the village level were not adequately
consulted at the formulation stage (McGee et
al., 2002: 6). The preparation was hurried and
non-consultative (Evans and Ngalewa, 2001).
Another study by Gould and Ojanen (2003)
argues that Tanzania’s PRSP was produced
in partnership by a group of state and donor
technocrats. They conclude that “... the so-
cial and ideological foundations of the PRS
are narrow, representing the views of a small,
homogenous ‘iron triangle’ of transnational
professionals based in key Government min-
istries and donor agencies in Dar es Salaam.
The content and process of the PRSP thus
reflects a depoliticized mode of technocratic
governance” (Gould and Ojanen, 2003: 7).
Yet, when interviewed, a senior UN official
at the time, who participated in the process,
described what “partnership” meant and said
she commented and made suggestions to the
document, but did not write — nor did any
other donor technocrat. She added that Tan-
zania needed HIPC debt relief — and that
imposed a lot of constraints: the timing was
pushed hard from the President himself and
therefore the process can hardly be described
as depoliticized.

The Context of the MKUKTA
Formulation Process

MKUKUTA is clearly an important element
in the government’s resource mobilisation
strategy. The Ministry of Finance is clear on
this: “While donor dependency remains high
and may be risky, the Government considers the
risk of abrupt donor withdrawal rather remote
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because of the observed donor commitment to
support the Government’s poverty reduction
programmes” (MOF 2000, 5). Thus, the idea
of having a framework — MKUKUTA — is
evidence that the Government has a strategic
direction in addressing poverty and growth
concerns, and a justification for continued
support of DPs.

Ideas behind the MKUKUTA formulation
and the processes involved were conceived
very early when the PRSP was getting into the
third year of its implementation (2003/04).
The Government confirmed its commitment
to the PRSP review which was then followed
by a series of consultations known as the
“pre-launch consultation” involving different
secretariats of national processes (including
that of Public Expenditure Review and the
Poverty Reduction Strategy), Civil Society Or-
ganizations, and the donor community *. The
idea was to build consensus on the objectives
of the PRSP review and agree on modalities
of conducting it.

During the pre-launch consultations, a
number of issues were identified for discus-
sion in the review process, including the in-
corporation of broad-based growth, and how
this growth can be translated into better live-
lihood for the poor. It was acknowledged that
economic growth and stability were also im-
portant in creating the capacity to effectively
address poverty reduction, and that there was
need to address gaps on issues such as trade,
employment, investment, and private sector
development, which were not well articulated
in the PRSP (URT, 2003).

Another important issue for discussion had
to do with linkage and consistency between
the PRS and the budget. It was thought that
there was a need to more closely link the PRS

4 Pre-launch consultations were the initial consultations be-
fore the PRSP Review was officially launched.

and the national budget process and then to
develop a coherent cycle of sectoral, cross-
sectoral and macro processes that support
the PRS and budget processes.

In other words, ideas behind the nature,
content and structure of the PRSP successor
strategy were conceived during the pre-launch
consultations, much eatrlier than the broader
stakeholder consultations begun. Thus, DPs
and government technocrats, who were key
actors in these early consultations, influenced
the shape and direction of the PRSP succes-
sor strategy.

The pre-launch consultations ended with
the PRSP review guide, which spelled out
objectives of the review, principles, and fo-
cus. Key stakeholders at different levels were
identified, as well as modalities for consulta-
tions. The timeline for coming up with the
document was also agreed between govern-
ment and local stakeholders, particularly the
CSOs that had complained about the rush in
the first PRSP,

MKUKUTA Consultations

The Poverty Eradication Division (PED), un-
der the Vice President’s Office (VPO) with
overall support and approval by Government,
enthusiastically embraced a participatory ap-
proach to the MKUKUTA formulation pro-
cess, and conscious efforts were made to
broaden and deepen consultations, the ob-
jective being to foster country ownership at
all levels. This is in line with the ownership
element of the New Poverty Agenda (NPA)
whereby a country-owned PRSP is regarded
as the mechanism to operationalise the con-
sensus on poverty reduction.

But how broad and deep were the consul-
tations? The entire process lasted for a longer
period of about 18 months compared to the
six months of the first PRSP, and more indi-
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viduals and groups were reached’. Consulta-
tions were conducted through workshops in
which representatives from the district coun-
cil secretariat, various groups of society (e.g.
the aged, children, youth, women, etc) Faith
Based Otrganizations (FBOs), Community
Based Organizations (CBOs), Non-Govern-
mental Organizations (NGOs), the private
sector, trade unions and the informal sector
were invited. At the village level, consultations
were done through the village assembly.

The involvement of media took a centre
stage in the whole process. In addition, over
500,000 brochures were distributed country-
wide’. These contained three major questions.
What are the most significant changes ob-
served in the last three years in the course of
the country’s poverty reduction efforts? What
are the main bottlenecks preventing Tanzani-
ans from attaining a better life and enjoyment
of their rights? And what important factors
must be incorporated in the PRS if poverty is
to be reduced further and quality of people’s
lives improved?

At the national level, ministries were re-
quested to submit analytical reports conduct-
ed in their respective ministries/sectors that
were related to poverty reduction. They were
also asked to determine priority outcomes
and the linkages with other ministries/sec-
tors in achieving those outcomes. Members
of Parliament were consulted individually,
through their parliamentary committees, and
through a seminar organized for the entire
Parliament.

® The process reached all the regions in Tanzania mainland,
42 districts, and 168 villages (four villages from each of the
districts).

¢ The brochure was also published on the internet, the idea
being to solicit views from Tanzanians living outside the coun-
try, and a substantial amount of feedback from as far as the
US, UK, Australia, and Scandinavian countries was generated
through this tool.

The private sector through its network of
the Private Sector Foundation and Chambers
of Commerce undertook consultations at
national and regional levels. However, gov-
ernment and NGO officials interviewed did
not regard the private sector as very active in
the process. They participated in workshops
but generally did not seem to invest much en-
ergy in seeking to influence the process and
its outcomes. The same goes for some line
ministry and most local government repre-
sentatives — key implementers of most of the
MKUKUTA strategies. Some of the people
interviewed argued that a good number of
comprehensive and well-developed sector
policies, strategies, and programmes were al-
ready in place, and the MKUKUTA basically
took on board the same issues and strategies,
and hence there was not much need to be ac-
tive.

Interestingly, while DPs played a more ac-
tive role in the formulation of the PRSP in
2000, they took an approach of “hands-off™
with the MKUKUTA, and did not engage in
the consultations until after the second draft
was produced and shared with them for com-
ments. DPs had agreed to respect the guid-
ing principles for the review process. There
is no evidence of any explicit conditionali-
ties, but DPs had of course clear interests of
their own and UNDP, for example, pushed to
get the strategies linked to the MDGs. DPs
shared information on the process and fi-
nanced a number of activities which fed into
the process. However, although the MKU-
KUTA was not directly linked to debt relief,
it was always clear that aid was dependent on
a credible strategy, and hence the processes
leading to its formulation — has cleatly helped
to mobilise donor funds.

Assessing the process itself and the discus-
sions that took place at all levels, a few im-
portant observations can be made. First, the
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MKUKUTA process is not clearly aligned
with domestic political processes, whereby
the latter (including CCM’s election manifes-
tos) are more home-grown and not directly
influenced by external actors. Yet the CCM
Manifesto which was prepared and issued af-
ter the MKUKUTA, perceives it as a com-
plementary government strategy (see Chama
Cha Mapinduzi Election Manifesto for the
2005: 10), and the two documents do not di-
verge in any fundamental way on overarching
issues (Selbervik, 2006). This suggests that
in preparing the Manifesto, CCM’s National
Executive Committee (NEC) must have con-
sulted the MKUKUTA.

With MKUKUTA formulation, partici-
pants were not given any explicit party guide-
lines for the content of the end product. Peo-
ple centrally engaged in the process confirm
the absence of such political inputs — formal
or informal. Unusual as this may sound, it is
nevertheless, a typical feature of much Tan-
zanian policy making. There tends to be little
or no explicit political inputs into the formu-
lation of even major policy documents and
strategies (Therkildsen, 2009).

The process did, of course, not start with
a clean slate, and was instead guided by exist-
ing policy frameworks’. In practice, much of
what went on prior to 2005 (whether compli-
ant to the stated policies and strategies at the
time or not) continued after the MKUKUTA
was endorsed. However, it should be noted
that issues of growth; sound macro-econom-
ic policies; trade, employment, investment,
and private sector development; linkages with
the budget process, and a coherent cycle of
sectoral, cross-sectoral and macro processes
that support the PRS and budget processes

7 These include Vision 2025, PRSP, sector policies, different
national strategies and international commitments like the
MDGs.

— all of which were not well articulated in the
original PRSP — were raised during the pre-
launch consultations.

Secondly, individuals interviewed (both
state and non-state actors) said that although
they were provided with a guide, the discus-
sions were still very much “unguided”. These
discussions covered a whole range of issues
and no specific lines of arguments could be
easily traced. There appears to have been no
major disagreements during the consulta-
tions. Generally, these focused on how to re-
duce poverty and empower people, but did
not cover all the elements of the NPA.

What is obvious is that broader participa-
tion did lead to an expanded shopping list in
the final document. As one NGO participant
summed up the process: “We got many of our
points into the document, but the problem
was that so did many others.” The resulting
document reflects that — as it is an assemblage
of broad, un-sequenced and un-prioritized
strategic interventions combined with rather
specific outcome targets.

Some have “strong” reservations about the
consultative process, especially when it is not
analytically driven. A renowned policy analyst
from one of the leading policy research insti-
tutions in Tanzania, who was also instrumen-
tal in the formulation of the MKUKUTA,
was of the opinion that consultative pro-
cesses can be self-defeating. This may happen
when consultations become an end result by
themselves rather than inputs to achieve a
desired outcome. He felt that the processes
strive to include unmanageable numbers of

8 The consultation guide highlighted issues to be addressed
which included poverty, growth, trade, HIV/AIDS, gender, en-
vironment, employment, poverty monitoring, culture and de-
velopment, communication strategy, and governance. Facilita-
tors were informed that besides the issues highlighted in the
guide, they had to allow discussions to bring other issues that
seemed to be of importance in those specific areas.
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groups within society which can lead to a very
broad agenda to satisfy the interests of the
many groups.

The final content and structure of the
MKUKUTA document was the responsibili-
ty of the drafting team, which synthesized the
views. This team was composed of experts
from the Government, academia, and Non
State Actors’. The drafting team constantly
received advice from the Review Team with
the latter being composed of individuals ap-
pointed based on the knowledge and compe-
tence on specific areas of specialization.

It is also worth noting that national policies
and strategies for growth, productive sectors
and poverty reduction are not prominent and
recurrent themes in public debates, particu-
larly at the grassroots level. Such debates are
— to the extent that they take place — mainly
held in small circles of academics, politicians,
administrators, and donor representatives,
more so at the national level. At grassroots
level, discussion is centred on real issues of
concern — poor roads, education, health, cor-
ruption in district councils, etc.

Whatever the intricacies of the formula-
tion process, it was based on much wider and
deeper consultations than was the case for
the first PRSP. It was driven by a small group
of centrally placed government planners and
some important non-state actors and consult-
ants. To major donor agencies it was these
participatory processes and the ambitious
scope of the exercise that appealed. DPs did
not engage in the consultation process, and
although some had reservations about its
content (in particular its lack of clear priori-
ties and sequencing), the document was ac-

% Individuals from CSOs, for example, helped to write Cluster

Il 'and Ill (social services and governance) of the document.

They focused much less on the Cluster | (income growth and
poverty)

cepted as proof of a serious commitment by
the government to enhance growth and fight
poverty through strategies that DPs found
acceptable. The MKUKUTA therefore legiti-
mised continued donor support to Tanzania.

The participatory process which was long
and extensive, did lead to an expanded shop-
ping list, but whether or not it helped to in-
crease ownership is a difficult question to
answer. Ownership materializes when a ma-
jority of the population or their representa-
tives participate in the formulation of the
strategy, identify its elements and continue to
participate in its implementation. This is part-
ly true with MKUKUTA when the breadth
and depth of the formulation process is con-
sidered. However, the earlier enthusiasm that
some CSO participants expressed about the
process has now cooled significantly. For a
small selection of business people interviewed
in Dar es Salaam, the MKUKUTA is largely
unknown or irrelevant to them. Reports of
opinion surveys including the Views of the
People 2007 show a similar picture, that few
know about it, let alone its content (Research
and Analysis Working Group, 2007a)."

'® This is not surprising and it is naive to think that such gov-
ernment documents — even in popular versions — will attract
widespread attention and discussion in Tanzania — or in other
countries.
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4. CONTENT

MKUKUTA’ content and structure depart
from the first PRSP in several important re-
spects. First, measures to address economic
growth and reduction of income poverty are
better articulated''. The strategy document
states that “Reduction of poverty requires
sustained high growth rate of GDP of at
least 6-8 percent per annum over the next
decade. Toward this, focus will be on scaling
up investments towards modernizing small,
medium and large scale agriculture for in-
creased productivity and profitability, pro-
moting off-farm activities including small
and medium size enterprises with particu-
lar emphasis on agro-processing.” (VPO,
2005)

Two major productive sectors reflected in
the MKUKUTA are agriculture and manu-
facturing industry. Both sectors broadly re-
flect the priorities of the Government, and
the official discourse about agriculture and
industrialisation is cast in rather dramatic
terms: the need to “transform agriculture;”
a “green revolution” and the vision of be-
coming a “semi-industrial country” signals
that time is up for business-as-usual.

Although MKUKUTA identifies three
clusters of broad outcomes: (i) growth and
reduction of income poverty; (ii) improve-
ment of quality of life and social well-being;

' Tanzania’s first PRSP was more focused on the social sec-
tors as opposed to the productive sectors except for agri-
culture. The PRSP stated that “...the government, guided by
the findings from the stakeholders” workshops, will confine its
financial interventions mostly to (i) education (notably at primary
school level), (ii) health (primary health care), (iii) agriculture (re-
search and extension); (iv) roads (in the rural areas); (v) water,
(vi) judiciary; and (vii) HIV/IAIDS.”(URT, 2000) It also indicates
that “expenditure allocations for these ‘core’ sectors are ex-
pected to increase significantly, compared to the allocations
for other sectors.

and (iii) good governance'?, it acknowledges
that there is a strong relationship between
the clusters and, that all are equally impor-
tant.

Secondly, the priority “sector” approach
of PRSP has been replaced with a priority
“outcome” results-based approach. This is
done by grouping sectors and cross-cutting
issues into clusters aimed at strengthening
coordination and synergies between them.
The argument was that “poverty has many
dimensions, often caused and reinforced by
underlying unequal distribution of resources,
incomes and opportunities”. Hence, “it will
require all sectors and much more resources
to bring about growth that is required for
poverty reduction”. Moreover, the focus on
outcomes “brings to the fore issues of cross-
sector collaboration, inter-linkages and syner-
gies in achieving priority outcomes” (VPO,
2005).

There were other “less technical” reasons
for moving away from a sector priority ap-
proach. The concept of “priority sectors”
was disliked by sector-ministries designated
as “non-priority” sectors. They thought that
their access to resources would become more
difficult. In the preparation of the MKUKU-
TA they argued that @/ sectors contribute to
growth and poverty reduction. This argument
is consistent with the synergy thinking of the
MKUKUTA, and must have contributed to
generate support for its approach among
those agencies that were down-prioritised in
2000. Lastly, MDG policy actions have been
integrated into cluster strategies; and the time
horizon has been expanded from three to five
years.

"2 These three clusters are divided into 18 goals, 108 opera-
tional targets and 271 cluster strategies/activities.
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Macro-economic Fundamentals

One of the key areas of focus under Cluster
1 is “sound management of the economy.”
It is argued that maintaining a stable and
predictable macro-economic environment to
“achieve a sustained high growth rate of the
economy and to generate rational response
to market signals” is needed (36-37). Thus,
ongoing fiscal and monetary sector reforms
would be continued. Economic policies
during the late 1990s and early 2000s also
focused on mactro-economic stabilisation
with little emphasis on poverty reduction
and structural transformation (World Bank,
2007: 276). MKUKUTA is not different in
this respect.

Despite its name, MKUKUTA does not
contain an explicit growth strategy. Instead, it
states that “detailed growth strategies, which
require multi-sectoral actions, will be devel-
oped within the context of public-private
dialogue” (VPO, 2005). It argues that fo-
cus should be on specific products/services
where Tanzania has and can create competi-
tive advantages. This has not yet been done as
pointed out in the PHDR (2007), and some
government ministers and senior civil ser-
vants maintain that the MKUKUTA suffice."”

Given Tanzania’s political and economic
history, another key question is: does the
MKUKUTA advocate growth through mar-
ket forces or through increasing state inter-
ventions? A close reading of the document
does not provide a clear answer. There are
statements in favour of both approaches, and
it is not possible to discern any clear prefer-
ence'’. Proposed interventions, as well as

'3 Interviews

'* For example: reduce excessive institutions in order to en-
hance the efficiency of markets; and increase public invest-
ment to influence the pattern of employment creation to-
wards poverty reduction.

official statements and declarations, offer a
mixture of both (Eggenberger-Argote, 2005).
One interpretation is that the document is
written to appeal to a wide domestic and ex-
ternal audience. The other is that variations
across sectors are so large that a pragmatic
approach is needed.

Finally, and consistent with the outcome-
based approach, the MKUKUTA has an
elaborate monitoring system, which adopts
a multi-pronged approach of special institu-
tional arrangements targeting data collection,
analysis, storage, dissemination and commu-
nication, and strategic linkages with other
monitoring systems. This system has the po-
tential to increase evidence-based policy mak-
ing if clearly linked to the policy and planning
processes.

MKUKUTA therefore embraces key ele-
ments of the NPA, whereby poverty reduc-
tion is still the central focus and it is to be
achieved — at least partly — through mar-
ket-led growth with distribution. The basic
tenet is that growth is necessary, but not
sufficient, for poverty reduction, and hence
equity issues need to be taken on board. It
also emphasizes results based management
shared by both the MDG-approach and the
Paris Declaration.

Given the very broad and general specifi-
cations of the growth and poverty strategies
presented in the MKUKUTA, it is difficult
to assess (a) whether MKUKUTA is more
or less poverty-oriented than the first PRSP,
although the former clearly puts much more
emphasis on growth than the latter (but there
is no explicit considerations of growth-pov-
erty linkages in either); (b) the extent to which
the overall approach to economic growth
and poverty alleviation is mainly to be mar-
ket driven or state driven or both (but that
raises the question of the precise mix in spe-
cific sectors during implementation); and (c)
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whether agriculture now is prioritised higher
than in the past (as no explicit prioritisation
is given to any sector). Many decisions are
therefore left to the implementation of the
MKUKUTA (or left hanging), as the next
section will show.

5. IMPLEMENTATION

Implementation of the MKUKUTA will
depend very much on how it is aligned with
the budget process, the dialogue structures
in place to oversee its implementation and
monitoring and the existing administrative
capacities and political support.

Alignment with Budget Process
Ideally, the Government budget is supposed
to be a key instrument for implementing
MKUKUTA. To ensure that the Govern-
ment budget is financing MKUKUTA in-
terventions, there has to be a close link be-
tween the two processes. The MKUKUTA
generally provides broad statements of in-
terventions, while more detailed activities
linked to specific resource allocations are
developed in lower level planning instru-
ments, in sector- and agency-level strategic
plans.

The MKUKUTA is supposed to be the
basis for making strategic budget allocations
through the MTEF" and annual Budget
Guidelines'® using specially developed soft-
ware — the Strategic Budget Allocation Sys-
tem (SBAS) which requires each agency to
link proposed allocations back to specific
MKUKUTA objectives, based on agency-
level strategic plans. This work is technical,
and there seems to be little or no formal po-
litical inputs into these processes. The Budg-
et Guideline Committee under the Ministry
of Finance and Economic Affairs is central

' The MTEF links policy, plans and budgets over a medium
term (i.e. 3-4 years).

'® The Plan and Budget Guidelines (PBGs) are the main gov-
ernment framework for resource allocation as well as a re-
flection of MKUKUTA priorities in the MTEF (URT, 2008a)
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to this (URT, 2008a). At the sector and LGA
levels, MKUKUTA is supposed to provide
a framework or point of reference to their
plans and activities. Hence, implementation
of cluster strategies foresees the role for
MDAs and LGAs.

In practice, there are no clear mechanisms
in place to ensure that government budget
machinery allocates public resources in line
with MKUKUTA priorities or to improve

Budget Guidelines: Cluster Allocations

coordination and synergy across sectors sig-
nificantly. Also, the MKUKUTA does not
provide much strategic direction for the
MTEF and government budgets, as it does
not specify what cluster allocations should
be. The table below summarises the govern-
ment’s MTEF and budget guidelines on this,
although the criteria determining the relative
weights to be given to the clusters in budget
allocations are uncleat.

Budget guidelines for

Cluster |: Cluster 2: Cluster 3

FY05/06 39:43:18

FY06/07 43:35:22

FY07/08 42:41:17 Source: PMG (2008, 15) and MOF
FY08/09 48:34:18 guidelines for MTEF and budget
FY09/10 51:29:20 framework, 2009/10- 201 1/12

The table shows that allocations for Cluster 1
(the productive sectors) rise by close to 20 per-
cent from FY06/07 to FY09/10, indicating an
increasing government focus, especially re-
cently, on economic growth. However, several
things blur the picture. The three-year project-
ed budget figures in the MTEF for the three
clusters show little consistent direction."”

In addition, the Ministry of Finance clas-
sifies expenditures in ways that do not give a
true picture of the real cluster allocations.' It

'7 The figures in the table are taken from the FY in question.
However, the guidelines also provide allocation-figures for the
following years to guide MDAs’ medium term budgets. It is
these projected figures that are referred to here.

'8 For example, transfers to LGAs, some 18 percent of the
budget, are not coded according to the MKUKUTA catego-
ries and are therefore considered non-MKUKUTA spending.
And basic salaries and pensions for teachers and medical staff
are excluded from MKUKUTA, although services would not
be provided without them.

takes substantial familiarity with the budget
to arrive at relevant figures. Even more strik-
ing, the actual allocations to clusters turn
out to be quite stable regardless of what the
guidelines say. For example, in FY07/08 and
FY08/09 cluster 1 was actually allocated 35-
37 percent of the cluster funding, despite
the guideline figures being 42 percent and 48
percent, respectively. In contrast, social sec-
tors are allocated significantly more than the
guideline figures for cluster 2 indicate.
Indeed, if off-budget donor funds, includ-
ing those from the Global Fund, were includ-
ed in the above analyses (which they are not),
the funding of the social sectors relative to
the productive sectors would be even higher.
Assessing the direct poverty impact of
expenditure is equally difficult. It is not suf-
ficient merely to track the quantity of expen-
ditures under broad clusters, as there are is-
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sues of quality to consider. Within a cluster
(or goal), some types of spending are likely to
be more effective in addressing poverty than
others. For example, in education, expendi-
tures related to expansion of school enrol-
ment through classroom construction, sup-
ply of supplementary teachers, buying desks
and text books, as compared to spending on
workshops and technical assistance.

In addition to the direct poverty impact of
government expenditure (e.g. who are the im-
mediate beneficiaries?), indirect consequences
also need to be analyzed (e.g. will the impact
of expenditure on economic growth indirect-
ly generate increases in sustainable livelihood
opportunities for the poor?). Thus the focus
of spending within a cluster (or goal) is as im-
portant as the allocation between clusters (or
goals) in determining poverty impact. Yet, a
detailed analysis of expenditure patterns with-
in cluster strategies is extremely difficult.

Do all these technicalities about budget al-
locations really matter? After all they do not
tell much about sector-level budget allocations
for actual service delivery and investments.
This is where government action (or non-ac-
tion) affect people’s livelihood. The bottom
line is that links between MKUKUTA and
what the public sector actually spends on the
ground are at best imprecise — partly due to
the vagueness of the strategy document, and
partly due to the technical difficulties in link-
ing broad strategies to implementation on the
ground (Therkildsen, 2009).

The situation may vary across sectors, but
agriculture stands out as an example of weak
linkages. It is, however, difficult to extrapo-
late from this. In some sectors, government
funding is important for what happens on
the ground (whether linked to MKUKUTA
or not). In other sectors, such as agriculture,
financial inputs may be less important than
structural and policy reforms.

The Dialogue Structure(S)"”

As stated eatlier, implementation of the
MKUKUTA will also depend on the dialogue
structure(s) in place to oversee its implemen-
tation and monitoring outcomes. Hence, the
dialogue structure — or parts of it at least — is
meant to ascertain that MKUKUTA is imple-
mented.

An elaborate and complex set of working
groups have emerged in and around MKU-
KUTA implementation at central level. This
so-called “dialogue” structure relates to dif-
ferent processes including the Public Expen-
diture Review (PER)?", MKUKUTA Institu-
tional Structures, General Budget Support
(GBS), various sector implementation ar-
rangements; and major public sector reform
initiatives. The structure brings together dif-
ferent actors including Ministries Depart-
ments and Agencies (MDAs), Non-State Ac-
tors (NSA), and DPs. The working groups
around “thematic areas” are set up around
the various major public sector reforms, but
will not be dealt with here. However, these
reforms do affect implementation. DPs also
have their own working groups (more than
30 — not shown in the figure) organised by
sector and grouped into clusters. Here they
discuss sector issues as well as harmonisa-
tion and alignment®'. Groups making up the
current dialogue structure are shown in the
figure below.

'” Note that most of these structures existed even before
MKUKUTA, but over the years, there have been attempts to
make the system more efficient, ensure coherence, reduce
transaction costs for all participants, and avoid duplication.

2 The objective of the PER process is to increase the ef-
fectiveness of public expenditure prioritisation and man-
agement through an informed consultation process. The
process is directed from the PER Main Working Group
(PERWG), which draws membership from government, DPs,
academic and research organizations, the private sector,and
CSOs.

2! |n reality, some of these sector groups are organised around
ministries, rather than sectors
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Current Dialogue Structure®

PER Consultative Meeting MKUKUTA/ GBS
| Poverty Annual
PER Main Working Group filieRiiesk Review
| |
[ [ [
PER CWG | PER CWG 2 PER | |
I 1 Macro GBSTWG | GBSTWG 2
PER CWG 3 PER CWG4  Croup | 1
| | | | GBS CWG 3 GBSTWG 4
[ I I | MDAs DPs I 1
MDA MDA | DP  DP —] GBSCWG5 GBSTWG 6
Non-state actors MDAs | DPs | |
Thematic | | | |
Sector Area Non-state MDA MDA GBS GBS
actors DB DB
| | I | |
MDA MDA | DP DP MDA | DP

Non-state actors Non-state actors

PER=Public Expenditure Review; CWG=Cluster Working Groups; TWG=Technical Working Groups; MDAs=Ministries
Departments and Agencies; GBS=General Budget Support; DP=Development Partners.

Source: UNDP (2008)

The dialogue around MKUKUTA was sup-
posed to take place in the PER cluster work-
ing groups. However, these never really
worked as MKUKUTA clusters but focused
more on sectors and PER issues. Their rel-
evance was undermined by processes where
financing was discussed (GBS and the sec-
tor working groups). Moreover, when clus-
ter working groups did meet, ministries rep-
resented themselves rather than the sectots.
As a consequence, the only multi-stakeholder
fora to discuss MKUKUTA implementa-
tion has been the MKUKUTA institutional
structures which include the Technical Com-

22 A new and simplified ‘dialogue’ structure has been agreed
upon, and will be implemented in 2009 (see UNDP 2008).

mittee, Monitoring and Advisory Committee,
and the Technical Working Groups (TWGs)*
(culminating into the Poverty Policy Week).
Here monitoring outputs, which include the
MKUKUTA Annual Implementation Report
(MAIR), the bi-annual Poverty and Human
Development Report (PHDR), and com-
missioned papers on various topics are dis-
cussed.

The Poverty Policy Week (PPW) is an ex-
ample of a forum which has contributed to
debates about growth and poverty. These
meetings have been held annually since

2 Technical Working Groups (TWGs) of the MKUKUTA
Monitoring System include the Surveys & Routine Data, Re-
search & Analysis,and Communications TWG.
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2002%". They draw a wide range of stakehold-
ers including MDAs, DPs, representatives of
CSOs, FBOs, media, private sector, trade un-
ions, political parties, and research and aca-
demic institutions. They are meant to foster
ownership of the MKUKUTA and provide
a forum to reflect and exchange views on its
implementation, achievements, challenges,
lessons and future plans. However, although
they are usually engrossed with heated discus-
sions, the PPWs (like the other MKUKUTA
institutional structures) have no decision-
making mandate when it comes to implemen-
tation issues on the ground.

In contrast, the PER Macro Group is cen-
tral”. Here the MDAs and the DPs provide
inputs to “the MTEF”. The MTEF has a
resource ceiling which is partly determined
by the amount of committed external assis-
tance — so DPs are important in firming up
these numbers. Other parts of the MTEF
— the plans for expenditures — are supposed
to come from sectoral/ MDAs’ proposed
MTEFs, which in turn are supposed to be
based on committed support from DPs. Of-
ten the MDASs’ figures for external support
do not match the figures with MoF from DPs.
Another question is the extent to which sec-
toral/ MDAs” MTEFs are also serious budget
documents. Many get cut at the last minute by
MoF and are not re-planned within the sec-
tor/ MDA.

As discussed earlier, although the MTEF is
supposed to link the MKUKUTA to the an-

2 |n 2005 the PPW was not conducted because of election
logistics and restructuring of the government administration,
and in 2006-07 the event was mainstreamed into the Annual
PER/MKUKUTA meeting | n efforts to bring the two proc-
esses closer.

2 NSAs were included in the PER groups, but MoF and DPs
are so used to talking with each other, that NSAs are often
forgotten. They do not get notices about meetings until the
last minute, if at all. The Policy Forum,a large NGO, got fed up
and decided it was not worth their time.
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nual budgets, there is no clear evidence that
this is actually happening, and the processes
were overseen by separate Ministries until
February 2008. While the Poverty Eradica-
tion Division (PED) provided overall coor-
dination of the MKUKUTA processes, the
Ministry of Finance coordinated the budget
process. The former was first under the Vice
President’s Office (VPO), and later the Min-
istry of Planning™.

The important structures in terms of dia-
logue are the sector working groups. Typical-
ly, they also operate a number of sub-groups,
thematic working groups plus ad hoc task
forces. This is where the sector ministry, the
sector-relevant DPs and NSAs (are supposed
to) meet regularly to discuss sector and im-
plementation issues. The sectoral PERs delve
into detailed issues such as costing of sector
interventions, the responsiveness of pro-
grammes to policy demands, performance
indicators and monitoring and evaluation
subjects.

The General Budget Support (GBS) mo-
dality and its process were initiated with
the aim of providing completely fungible
resources to the Government consolidated
account in support of the implementation
of the PRS. A Performance Assessment
Framework (PAF) was developed, laying out
a series of agreed “aims” and “actions” to
be undertaken. The PAF contains the so-
called temporary process actions (in the past
they used to be called “conditionalities” and
7’)27

later “prior actions”)”’. Donor-government

negotiations about general budget support

2 PED is now in the Ministry of Finance and Economic Af-
fairs.

¥ The PAF matrix has grown exponentially and now contains
77 separate actions, |3 of which are prior actions for the
PRSC, with the addition of reporting requirements for 59 in-
dicators within the PRS (Driscoll and Evans, 2003).
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are centred on these actions. This is where
DPs have considerable influence on imple-
mentation issues. Some of the Tanzanian
technocrats interviewed felt crowded out
by the presence of so many DPs in the dia-
logues who are used to being vocal, while
Tanzania’s discussion culture is consensual
and says “listen first”.

The GBS process builds upon and strongly
links to sector involvement and other under-
lying processes. Sector and other reviews feed
into the GBS working groups where inputs
both to the formulation of PAF and to its
subsequent monitoring are brought together.
The quality of discussions in the sector work-
ing groups are important for budget support
and hence for government-donor relations in
general.

The GBS and sector working groups are
therefore important platforms for DPs and
government discussions of finances, and it
is money that basically drives the “dialogue”
(Therkildsen, 2009). That is why cluster
working groups, which were supposed to
deal with inter-sectoral synergies and coor-
dination, never really took off. In addition,
the MKUKUTA process itself has never
really been subject to a budget constraint
or proper budget planning. As a result the
cluster working groups have not had their
intended role.

To sum up: although most initiatives by
government make reference to MKUKU-
TA in preambles, this seems to be a largely
symbolic gesture, as more specific links to
MKUKUTA in such documents are often
difficult to identify.

The MKUKUTA is supposed to provide
the roadmap for policy priorities, but there
are no clear mechanisms in place to ensure
that government budget machinery allocates
public resources in line with these priorities
of to improve cross-sectoral coordination and

synergy significantly. It is the MTEF and the
budget processes rather than the MKUKU-
TA processes that have been used to set pri-
orities.

The so-called dialogue structure geared
towards implementation has not worked as
intended either. Issues of synergy and coor-
dination of sectors to achieve results — key
concerns of the MKUKUTA — are overshad-
owed by concerns related to the GBS modali-
ty and its PAF that are central to government-
donor negotiations. Implementation has been
affected by the shear technical difficulties of
trying to execute a cluster and outcome based
poverty and growth strategy.

Nevertheless, the MKUKUTA monitoring
system — and the processes around defining,
collecting and using the information gener-
ated by it — has been helpful in defining spe-
cific poverty and growth-related outcomes.
These have generated some debates about
poverty and growth issues in rather narrow
policy, donor and NGO circles. It is, however,
difficult to assess the extent to which these
debates have yet had direct operational con-
sequences.

21
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6. OUTCOMES

The key implication of the preceding analy-
ses is that the MKUKUTA strategies can-
not be directly linked to actual outcomes,
because the document itself does not pro-
vide sufficient prioritization, specification
and sequencing to do that. Moreover, the
planning/budget mechanisms that should
operationalise strategic choices are weak, so
that even a sharper prioritized MKUKUTA
would be difficult to implement as intend-
ed. However, the MKUKUTA monitoring
system does provide a basis for beginning to
assess the extent to which key development
targets are met, particularly in the area of
growth and reduction of income and non-
income poverty.

Macro-economic Indicators
MKUKUTA argues that maintaining a
stable and predictable macro-economic
environment to “achieve a sustained high
growth rate of the economy and to gener-
ate rational responses to market signals”
is needed (36-37). However, even before
the MKUKUTA, economic policies dut-
ing the 1990s also focused on macro-eco-
nomic stabilization with little emphasis on
poverty reduction (World Bank 2007, 276).
Hence, MKUKUTA is not different in this
respect.

Subsequent to the temporary setback
in macro-economic policy during the first
half of the 1990s, macro-economic stabil-
ity was achieved in the late 1990s. Infla-
tion was reduced from about 30 percent in
the 1980s and early 1990s to single digits
in the late1990s, when severe fiscal imbal-
ances were brought under control through
prudent fiscal management. The balance

22

of payments improved significantly, reflect-
ing large donor inflows and increased ex-
port earnings, mainly from non-traditional
exports. GDP growth appears to have in-
creased steadily since 1998, with an average
annual growth rate of 6.75 percent during
the period between 2000 and 2007. This rate
is high compared to historical performance.
This turnaround is a result of a steady pro-
cess of reforms which transformed the
macro-economic environment, even before
the PRS initiatives started.

Income Poverty

Tanzania is undeniably off track in achiev-
ing both the MKUKUTA and MDG poverty
reduction targets®. The Household Budget
Surveys of 2000/01 and 2007 show limited
declines in income poverty levels over the
period. Some 33.4 percent of Tanzanians
fall below the basic needs poverty line and
16.5 percent below the food poverty line
in 2007, a slight decline from the 2000/01
levels (with 35.6 percent and 19 percent for
basic needs and food poverty lines, respec-
tively).

The fall in poverty is mostly confined to Dar
es Salaam and other urban areas. For rural
households there has been little change.
Poverty remains highest in rural areas, where
37 percent of the population falls below the
basic needs poverty line. Dar es Salaam has
the lowest level of poverty, with 16 percent
below the same line. Poverty incidence is
highest, at 38.7 percent, among those who
identified agriculture as their main source

2% MKUKUTA targets a reduction in basic needs poverty lev-
els to the levels of 24 percent and 12.9 percent in rural and
urban areas, respectively, by 2010, while the MDGs aims to re-
duce the incidence of poverty between 1990 and 2015 by 50
percent. In 1991/92, the poverty estimate was at 39 percent,
so the objective is to reduce it to 19 percent by 2015.
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Trends and Targets of Income Poverty Reduction
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of income. With that level of poverty inci-
dence, and given that a large proportion of
the population is still engaged in agricul-
ture, it is not surprising that 74 percent of
all poor people are primarily dependent on
agriculture.

Trends show that inequality has not changed
since 2000/01, and it remains highest in urban
areas outside Dar es Salaam and lowest in
rural areas.

Non-income Poverty

The non-income poverty measures are fre-
flected in education, health, water and sanita-
tion sectors, and this story is more encour-
aging®. Since the eatly 1990s, progress has

2 These sectors were among the so called “priority sectors”
under PRS (I) which received increased resource allocations,
and they have continued being key sectors under MKUKUTA.

been made with some indicators, but there
are still major challenges to overcome. Na-
tional education indicators reveal largely
positive trends of enrolment at all levels, al-
though quality of education continues to be
a major concern. In health, there has been
a sharp reduction in infant and under-five
mortality, so that both the national target
and the MDG target may be achieved. The
major blemish on an otherwise good score
card relates to maternal health. Although
maternal mortality is notoriously difficult to
measure over time, there is as yet no indi-
cation of any improvement since the early
1990s. Linked to this is the stubbornly high
neonatal mortality rate, which now accounts
for nearly half of all infant deaths. As for
the water sector, with current trends, MKU-
KUTA targets for rural water supply will not
be met, although urban water supply cover-
age is substantially higher.

23
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Productive Sector Initiatives

Agriculture, which is one of the major pro-
ductive sectors reflected in the MKUKUTA,
has not performed impressively. The gap be-
tween targets and actual outcomes is substan-
tial; targets are not realistic and implementa-
tion progress is slow. For example, the annual
growth rate for agriculture is set at ten percent
per year in the MKUKUTA (this was clearly
politically influenced as the CCM Manifesto
sets and even higher target 20 percent). Even
though this high target did cause some de-
bate among specialists within NEC, the lead-
ership insisted on maintaining the high rate.
Also some participants in the drafting of
the MKUKUTA had reservations about the

10 percent target, as the Agricultural Sector
Development Strategy was based on a 5 per-
cent growth rate (more consistent with actual
sector growth). In other words, the technical
basis for this target is rather weak (as it is for
many of the other targets). Indeed, the re-
corded growth rate for agriculture has been
around 4 percent per year since 2005 (URT,
2008). This is clearly not sufficient to meet
the ambitious poverty goals embodied in
MKUKUTA, and has triggered some recent
technical debate although it is not clear what
— if any — implications the government and
DPs will draw from this.

The MKUKUTA monitoring system con-
tains a number of other indicators related

Agricultural Growth Compared to Other Sectors: 2000-2008

Growth (%)

2000 2001 2002 2003

Source: URT Economic Surveys, 2008
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to agriculture, but most of these can only
be determined after national agricultural
surveys are conducted”. More detailed in-
formation about results must therefore be
obtained from the monitoring and reviews
of specific sector programmes, such as the
ASDP*.

Irrigation is zhe major component of the
ASDP. Some US$§ 1.5 billion was planned
for that purpose over a seven year period
(URT, 20006). Interestingly, 7o information is
provided in the document about how much
land will be irrigated through this invest-
ment. The target is politically set and reflect-
ed in President Kikwete’s promise, when he
entered office, that one million hectares of
land would be irrigated during his first term
in office.” As the total irrigated area in 2005
was around 250,000 hectares, this signified
a phenomenal yearly expansion (200,000
hectares/year). The irrigation target that the
ASDP now de facto aims to achieve is much
lower (some 379,000 hectares in 2011) cor-
responding to some 50,000 hectares addi-
tional land irrigated per year. The actual per-
formance has been some 10-15,000 hectares
per year (URT 2008 b).

Tanzania and its population are still highly
dependent on agriculture, but productivity
has remained low, especially among small-
holder farmers who constitute the major-
ity of agricultural producers in Tanzania.
Production has fluctuated around low levels
for most food and cash crops. A combina-

0 The last Agricultural Sample Census was conducted in
2002-03.

3! Its monitoring system is being developed (it was partly in
place when implementation started in 2006/07).

32 |f the investment cost of irrigating one hectare of land is set
at US$1700 then an investment of US$ 1.5 billion will produce
some 880,000 hectares. That cost is based on data from a
donor-supported programme as reported in the ASDP.

tion of low production, low productivity,
and low quality of agricultural produce has
significant limiting effects on rural growth
and therefore on poverty reduction. Thus,
poverty is anchored on the fact that about
75 percent of the population lives in ru-
ral areas and depends on underdeveloped
smallholder primary agriculture production.
The small size of cultivated plots of land,
reliance on the hand hoe and traditional
rain-fed crop husbandry practices charac-
terizes smallholder agriculture. These are
areas where strategic interventions on paper
(MKUKUTA or otherwise) are yet to yield
positive results.

With manufacturing, the sector as a
whole has grown at an average of 7.8 per-
cent per year since 2000. The sector still has
growth potential derived from its linkages
to the rest of the economy including agri-
culture, as well as the country’s natural re-
source base, especially in forestry, minerals
and fisheries.

Since 2000, manufacturing exports have
increased steadily although the share to to-
tal exports has remained below 15 percent.
Overall growth in exports has accelerated
more as a result of the very fast growth in
gold production and other non-traditional
exports such as fish and flowers. Traditional
exports have fluctuated with the slight posi-
tive developments just about equalling nega-
tive ones.
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Value of Traditional and Non-Traditional Exports
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Note: Traditional commodities include coffee, cotton, sisal, tea, tobacco, cashew nuts and cloves. Gold contributes a large share

of the value of mineral exports (86 percent in 2007).
Source: URT Economic Surveys, 2007

The EPZ and SEZ are the latest more specific
initiatives in the manufacturing industry sec-
tor in a long-lasting attempt by government
to promote export and investment. While
the EPZ initiative began in 2002, the SEZ
initiative is newer, and both signify a shift
in Tanzania’s earlier industrial policies from
import-substitution to also seeking to pro-
mote export led industrialisation. In SEZs,
firms and investors can produce for both the
domestic and export markets (unlike in the
EPZs, where qualifying firms must export
only).

SEZs are a central part of Tanzania’s Mini-
Tiger Plan 2020%, which aims to accelerate
economic growth and reduce poverty (Sa-
manyi, 2007, 2). The Mini-Tiger targets are
very ambitious: to accelerate economic growth
from the current 5-6 percent to 8-10 percent
per year; to create 3 million new jobs by 2020

33 Tanzania Mini Tiger Plan, 2020. Final Report (2004). See
http://www.tzonline.or.tz/pdf/tigerreport.pdf
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(some 450,000 by 2010); to raise the share of
industry in GDP from about 7 percent US$
1.2 billion in 2005 to US$ 20 billion in 2020.
As for results on the ground, the EPZ/
SEZ initiatives are still in their infancy stages
and it is perhaps too eatly to properly assess
their success or failure. For the EPZ, as of
July 2008, the number of new firms (regis-
tered and operating) under EPZ had reached
18 compared to 5 in the previous year. The
number of developers in infrastructure has
also increased from 5 in 2007 to 8 in 2008
Among the specific achievements of the SEZ
so far is that the “[c|onstruction of the first
economic zone Benjamin William Mkapa
(BWM) at Mabibo is in progress.” Efforts are
underway to develop Mchuchuma Coal pro-
gramme, establishment of ICT Science Park,

34 See speech by the Minister of Industry, Trade and Marketing
as reproduced in the Daily News paper of August 12,2008.

35 13 local and foreign companies have applied for location in
that zone.
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Bio-energy programme and implementing a
wood project.”’

The EPZ/SEZ tequires adequate funding
and staffing to propetly develop, implement,
manage, facilitate and promote the initiatives.
However, despite the rhetoric behind the rel-
evance of these initiatives, inadequate fund-
ing has been reported as a problem in their
implementation. So far, not much can be said
in terms of the contribution of EPZs/SEZs
towards accelerating economic growth and
reducing poverty.

In more general terms, the manufacturing
sector is an example of the contradiction
between a “right” macro-economic envi-
ronment and a disappointing sectoral per-
formance. Emerging from being the worst
affected during the economic crises of the
early 1980s, (despite massive public invest-
ments), the sector has never really recov-
ered. The main reforms in the sector evolved
around restructuring activities and liberaliz-
ing the investment climate. While there were
mild achievements in a few industries, the
rest were either stagnant or worse off, and
the potential for output growth and export
performance are far from being exhausted.
The ushering in of reforms did not go hand
in hand with strategies of new technologies
and capabilities. MKUKUTA does not seem
to provide any new solutions either. The
only way exports can compete in the world
economy is through new technologies. Also,
no industry can run smoothly in an environ-
ment where the whole range of basic infra-
structure (including roads, airways, railways,
and communication) and infrastructural
inputs (water and power) leaves a lot to be
desired.

This assessment shows that government
efforts to address growth and poverty re-
duction (whether included or linked to the
MKUKUTA or not) have had mixed results.

The core macro-economic indicators show
reasonably sustained growth from 1995-
2003 and a relatively strong macro-econom-
ic context. However, income poverty de-
clined only slightly since 2000. In the social
sectors, progress has been made on some
fronts (e.g. enrollment in primary and sec-
ondary schools), and public opinion reflects
an overall appreciation of gains in some as-
pects of social service delivery. However,
there are still major challenges to overcome,
particularly on issues of quality in education
together with rural water supply. Productive
sectors have also not performed impressive-
ly. But as stated eatlier, these outcomes can-
not be directly linked to MKUKUTA.
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7. OVERALL CONCLUSIONS

Poverty Reduction initiatives have been part
and parcel of Tanzania’s development strate-
gies and politics since independence. In that
perspective, the PRSP of 2000 and the MKU-
KUTA of 2005 are just the last of numer-
ous past attempts to address poverty issues.
What distinguishes the MKUKUTA from all
its predecessors is that the consultative proc-
ess behind its formulation was broader and
deeper, that the content has been expanded
to include growth concerns along with the
two other clusters of social well-being and
governance, and that it seeks to provide co-
ordination, synergy, guidance and ownership
of strategy implementation through a partici-
patory and elaborate and all-encompassing
planning process across all main public sec-
tors — including both central and local gov-
ernment.

MKUKUTA and its content and processes
embrace the key elements of the New Pov-
erty Agenda, whereby a participatory ap-
proach to its formulation was embraced to
foster ownership; poverty reduction through
a market-led growth with distribution is the
central focus; and result-based management
emphasized. Moreover, it has clearly helped
to mobilize donor funds, and in that sense it
is a success for those that see aid as central to
Tanzania’s development efforts.

The MKUKUTA monitoring processes
and particularly the Poverty Policy Week
have (to a limited extent) contributed to de-
bates about growth and poverty. But gener-
ally, issues of policies on growth, produc-
tive sectors and poverty reduction are not
prominent and recurrent themes in public
debates. Such debates are — to the extent
that they take place - mainly held in small
circles of academics, politicians, administra-
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tors and donor representatives, more so at
the national level.

The comprehensive Monitoring System
under MKUKUTA has helped to specify
targets and indicators, which — although not
yet completed — may help focus attention on
outcomes on the ground. However, the links
back into policy and planning processes have
been weak in practice. Nevertheless, it brings
key elements of poverty monitoring within a
framework which has the potential to increase
evidence-based policy making,

But MKUKUTA has largely failed in one
key area which is to provide strategic direc-
tion across sectors, and directly influence
implementation on the ground. It has con-
tributed little to better inter-sectoral linkages
and synergies — two central purposes of its
innovative focus on clusters of sector initia-
tives to strengthen joint production of spe-
cific outcomes.

Why did it fail on the latter score? The rea-
sons are many and interlinked: a well-inten-
tioned and relatively participatory process led
to a shopping list of un-prioritized interven-
tions. The implementation machinery around
the budget process that should help to turn
strategic decisions into action is weak in the
sense that there are no clear mechanisms in
place to ensure that resources are allocated in
line with MKUKUTA priorities (making even
a “sharper” MKUKUTA difficult to imple-
ment). Hence, the crucial link to the budget
and in particular the MTEF is missing,

As for domestic ownership, the extent of
commitment across the spectrum of gov-
ernment institutions and political leadership,
and broad public support for MKUKUTA
implementation is mixed. While, there might
be limited understanding and/or acceptance
that MKUKUTA is the overall strategic guid-
ing document, there is still strong support
for some aspects of its content — especially
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those areas which are clearly within the pub-
lic sphere, and strategies are reasonably well
articulated (e.g. in education and health), and
less in areas related to income poverty (e.g
agriculture) where policies/strategies are not
clear. Moreover, both Tanzanian politicians
and DPs have sometimes pursued initiatives
that divert from MKUKUTA implied priori-
ties.

Now that preparations for a successor
strategy are under way, it is time to place im-
plementation concerns in focus including the
alignment of the different systems and pro-
cesses around the budget, which will ensure
(in practice) that resources are allocated in
line with identified priorities.
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