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1. Introduction
1. In 2005, the Government adopted the National Strategy for Growth and Reduction of Poverty (MKUKUTA), and subsequently signed an MOU with the Development Partners to support the implementation of MKUKUTA. It is from this background that General Budget Support (later on referred to as the GBS) is used to support the Government of Tanzania (GoT) in its aim to reduce poverty. The implementation of the MKUKUTA, and ultimately the achievement of its goals, depends to a large extent on the public servants who are involved in the service delivery. However, there is a concern that the distribution of the public servants has been uneven, leading to inequitable service delivery, and linked to persistent poverty in some parts of the country, sometimes referred to as ‘underserved’ areas.
1. This paper intends to stimulate discussion on the possible solutions that will help the Government and other stake-holders to ensure equitable distribution of personnel across the country. The development of this paper has taken into account the fact that the delivery of public services, particularly at the local level, plays a key role in reducing poverty and providing a sound platform for economic growth. It focuses on role the public servants can play to facilitate the Government’s efforts to deliver public services equitably.  It ought to be said from the outset that the discussion will only focus on Human Resources Management issues, as other issues related to poverty reduction will be discussed and presented elsewhere. In the final part we will assess the opportunities available, as well as the challenges that must be addressed if equitable staffing is to be achieved. 
2. The genesis of equitable service delivery 

2.  During the 2008 GBS Annual Review, the issue of equity and efficiency in service delivery was discussed leading to the following conclusions: 
· There is a significant need for local level incentive packages to ensure that new staff are attracted and retained, and that this could be funded through transfers to underserved districts
· The Government identified the revision of the Medium Term Pay Policy as an entry point to addressing inequity in the distribution of human resources
· The Government also undertook to eliminate delays in the payment of new salaries, and
· A road map to implement the outcomes agreed on the basis of the approved MTPP.

2. These conclusions were reached after stakeholders appreciated the persistent inequitable staffing levels across the country; it is imperative to assess progress has been made over the last year. 
3. Towards a revision of the MTPP

3. The revision of the MTPP has been both intensive and extensive, involving wider consultations with the stakeholders. The Government commissioned a number of studies on the wide ranging issues related to attraction and retention of requisite personnel. The preliminary work included research on, the following incentives issues:
· Employee Perception Study

· Assessment of Options on Incentives for Public Service Personnel Working in Underserved Areas

· Decentralized Management of the Payroll and Accountability Issues

3. These studies were a follow up to the earlier study commissioned in 2005 (titled ‘the Staffing Problems in Peripheral Areas or Otherwise Disadvantaged Local Authorities, 2005), under the auspices of the Local Government Reform Programme (LGRP). Both the two studies pointed out the factors that affect attraction and retention of personnel range from monetary to non-monetary in nature. These are the ‘push’ and ‘pull’ factors, the former being those positive factors that serve as inducement, and the latter are adverse factors that discourage public sector staff from working in a location. The findings from the two studies suggested that staff are motivated by different factors as shown in Table 1:
Table 1: Motivating factors for publisc service workers indentified in 2005 and in 2009
	MOTIVATING FACTORS
	2005
	2009

	Increased salaries 
	
	45%

	Improved Management
	
	16%

	Improved pension
	
	4%

	More training
	
	13%

	Increased allowances
	
	4%

	Working tools and budgets
	
	20%

	Better customer relationships
	
	3%

	Supplementary income
	75%
	

	Lack of housing
	72%
	

	Communication (internet, telephones)
	85%
	

	Water and electricity
	79%
	

	Political interference
	82%
	

	Health and Education facilities
	86%
	


3. As pointed out above, any initiative that is required to address equitable distribution of staff across the public service must take into account the above motivational factors. These studies show that motivation goes beyond the wage bill issues, and that some issues can be addressed through development and Other Charges budgets; Government is therefore planning to adopt a Public Service Pay and Incentive Policy, rather than simply a Pay Policy, currently going through the Government decision making process before it is adopted for implementation.
4. Other complementary measures 
4. In discussions last year, the Government had indicated its intention to limit recruitment of new graduates in relatively well served areas. The PE budget guidelines for the financial year 2008/9 instructed all ministries to post graduates to the districts that have the staffing levels below those required under the national standards, such as the teacher-pupil ratio. PO-PSM is currently assessing the impact of these instructions.

4. For three consecutive years the issue of equity in terms of service delivery has featured in the GBS agenda; tracking the concern that some parts of the country are not able to attract and retain public service personnel. 
4. Following the 2005 study, several initiatives were developed, yet solutions recommended at each forum remain a challenge to both the Government and other stakeholders. In 2007, it was recommended that the Government should adopt measures that would allow Local Authorities autonomy, to recruit their own staff; in response the Government revised the Public Service Act to allow such autonomy. In 2008 the Household Budget Survey, showed a varied trend in poverty reduction, with the rural areas being the most affected, pointing to inadequate staffing levels in those areas; and in response GoT and its Development Partners identified the role of Human Resources in improving the equity and efficiency of service delivery as critical. The Government has two clear long term mechanisms for achieving equity in resource allocation and efficient, locally determined service delivery: These are the LGRPII commitment to Decentralisation by Devolution and the Medium Term Pay Policy. Elements outlined for action in this Key Issue 2009 seek to take account of, and complement the direction set by Government in these two policies, and to be flexible enough to cover the short and medium term. 
4. The substantial expenditure increases approved in the 2009/10 budget, in response to the global crisis, come on the back of a decade of rapid growth in funding for local services.  There is increasing pressure on General Budget Support to demonstrate that funds are used even more efficiently and with a higher impact of poverty reduction.

5. Progress to date: 2008-2009

Discussions in 2008 proposed a number of measures, and the Government of Tanzania (GoT) has taken several steps to progress over the past year as follows:   

5. Review operational obstacles to equitable human resource management including an agreed classification of those areas with the highest challenges in human resources in relation to need, in order to target measures: A universally applicable classification of challenged areas is yet to be shared. The Special Budget considers “remoteness / lack of accessibility, poor state of infrastructure & energy supply, LGAs left behind in education, and other special circumstances.” Although data on the extent to which these criteria are applied is not yet available. 

5. Provide an incentives scheme of monetary and non-monetary measures to attract workers to priority LGAs addressing both the “pull” and “push” factors: The Medium Term Pay Policy (MTPP) has been identified as the vehicle through which uneven human resource distribution and service delivery will be addressed, and it is underpinned by valuable and robust analytical work
. The draft MTPP sets out the GoT commitment and high level statements regarding inequality across LGAs. It is a large, complex and sensitive policy which has many objectives and many implications for civil servants and the Government. This is evidenced by the pace at which the policy is able to move, and the draft policy content. The current draft MTPP has some way to go before it is able to operationalise. A draft MTPP is under consultation before being submitted to Cabinet, most likely to be approved in 2010. Implementation plans will need to be agreed and the policy put into practice. Realistically the MTPP will not be operationalised until sometime into 2010. The impact of the MTPP will be felt once the policy is approved and applied
5. Empowering LGAs to create local incentive schemes to attract staff into and within the district through flexible funding: GoT has established a Special Budget for increasing development resources at the local level in response to last year’s discussions. The Special Budget serves as a useful contribution for targeting poverty reduction and the GoT and is to be commended for its community led approach. Tsh42 billion has been identified for distribution amongst 36 LGAs; and the selected LGAs are encouraged to submit proposals for development projects. 

5. Limit workforce expansion in, and transfers to better served district councils: The GoT has frozen recruitment and transfers to relatively well resourced areas, i.e. addressing the “push factor”. This has had an immediate result and is a significant step towards implementing the “hold harmless” approach agreed in 2008. Recruitment to relatively well resourced areas has been frozen, as have transfers to relatively well resourced areas however it too early to assess the impact.
5. Improve speed and clarity of administrative procedures: The average time to get onto payroll improved now an average is now 3 months down from an average of 8 months.
5. Roll out of the Human Capital Management Information System: This is a long term aim of Government: Human Capital Management Information Systems software has been procured in 2009 with the aim of decentralising Human Resource information over the coming years.

5. Clarity of roles and responsibilities: Each LGA is responsible for Human Resource management including education and health.
6. The District Story: Continuing challenges at the local level

6. A reality check of the impact of centrally implemented changes at the district level allows stakeholders to understand the effect of measures taken. In order to provide consistency with the 2008 discussions, health and education will be used as proxies for service delivery. 
6. The 2008 evidence illustrated that areas with the lowest staffing allocations had a higher rate of poverty on average. It is clear that the distribution of resources is significantly unequal
 with the top 20% of LGAs being allocated over 400% of the per capita resources for health and education compared to the bottom 20%.  A funding formula based on population and need has already been agreed by Government. It has also been established that general allocations follow human resources, i.e. the system continues the status quo by assigning more resources to those places that have more staff, whilst LGAs with low numbers receive lower resources.

.

Figure 1: General allocations follow Human Resources in the current system
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It is these historical allocations and the system of allocation that need to be rectified to start the process of equalising resources across LGAs. In targeting those with the highest rates of poverty the Government will be moving towards it stated objectives in equality of service delivery, and contributing to a sound human resource platform for economic growth. 

It is early to estimate the true impact of policies started in July 2009, however establishing the principle of monitoring for impact allows Government to understand progress, achievements and challenges. Where there are challenges, for example efforts at the beginning of the year undermined by in year relocation; Government will be able to take steps to rectify the situation and keep its objectives on track.
Using Education, we can demonstrate the continuing challenges that LGAs face:
6. Education: At the vote level, the Education PETS shows that budget execution is good; however deeper analysis reveals a significant variation of execution at district level (Figure 2). The allocation of grant per student can vary as widely as Tsh13, 000 per student to Tsh188, 000 per student, an enormous difference. Allocations are determined by the number of teachers on the payroll. Often LGAs with already poor resources under spend, or do not spend according to plans, and those with higher capacity are re-allocated the under spend of others, therefore gaining even more. The most remote schools have less resource inputs, lower Pupil/Teacher ratios and lower pass rates. In Dar es Salaam the P/T ratio for government paid secondary school teachers is 32 and whilst it is 43 in rural areas. Teachers in rural schools are absent for an average of 16% of the time compared with the national average of 13%; and they generally have lower qualifications than their colleagues in urban areas. 
While there are reasons for each of these issues, and tackling them requires a range of solutions, this helps to demonstrate how the difficulties for challenged areas are compounded. The sum of these challenges means a disproportionate negative effect on some LGAs.
Figure 2: Budget execution compared between LGAs
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Figure 3: Allocation against pupil/teacher ratios
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6. How do these figures relate to real life in the LGAs?
Something as simple as being paid can have a significant impact on morale, absenteeism and costs to the employee, and to service delivery. The following testimonies are a snapshot of district life as a public worker – the cost of receiving a salary:  
	Daudi Kalinga, a Ward Extension Officer (WEO) is based in Mbwera village within the Rufiji delta in Rufiji District. He is one of 44 Extension Officers that man agricultural extension work in the district - too few to meet the demand. Although he is supposed to be in charge of 3 villages, he works for 11 villages within the whole Division because no other WEO’s are available. 
Daudi takes his salary at NMB Bank in Ikwiriri. He is however, never sure whether the salary is there or not so he waits until a late date to travel from Mbwera to Ikwiriri to check with the bank. A typical journey takes a whole day or two depending on the weather. He first starts with a boat then a bicycle, then he walks on foot for several kilometres in the lowlands before getting another bicycle that takes him to the main Lindi- Dar es Salaam highway from where he boards a car.

By the time he arrives at Ikwiriri, the bank is closed and even if his salary was in his account, he cannot access it as the ATM machine does not work outside office hours. The bank depends on generator which is switched off after official banking hours. By this time, he has parted with about TSh. 10,000.00 to travel from his home to the bank. He then goes to a local guest house where he must part with another Tsh. 5,000 or so for accommodation. If all goes well, he will pick up his salary the next day and travel back the same day. In most cases however, he finishes banking too late to catch the bus and thus he spends another day away from work. When salaries are delayed - which is not unusual, he has to make a painful decision on whether to wait for more days or whether to travel back to Mbwera. 

In total, it takes Daudi an average of 3 days and an average of 10% of his salary to collect his wages. Daudi does not believe the reforms will make things any better. 



	 Lida is teacher. Lida spends about three days collecting her salary from Kibiti. Sometimes her salary goes into the bank on 30th of the month, other times not. In July 2009, two new teachers were employed in her school which has helped but she doesn’t feel that she has seen any substantial changes over the past two years. It takes Lida an average of 3 days to collect her salary.




	Kalinga is an Extension Officer. He travels about 100km from Mwera to Kibiti to collect his salary. Kalinga spends his own money on transport, accommodation, and meals. By the time he gets back to his working station, he is very tired; he will spend one more day resting at home. At least four working days are lost and a considerable sum of his own money is spent in the process of chasing his salary.




6. The beginning of change

In 2006 Rukwa Regional Administration took action by establishing the Mwalimu Foundation Grants system for teachers. It sought to attract teachers to the area by covering their first month of food and lodging, some basic household goods and a settling in allowance. It has attracted approximately 500 teachers to Rukwa.
We now need to follow up with Rukwa to assess the impact of their initiative including how many teachers they now have; whether there has been an improvement in grades; whether the initiative was extended to health; and if so, how many health workers were attracted to the district.
6. The need for monitoring and follow up
In order to link policy to practice GoT will follow up with Rukwa district on the impact of the Mwalimu Foundation Grants System for teachers, its proposed expansion of the scheme to health workers; the impact of the Special Budget; and recruitment and transfer freezes over the past year. 

7. Keeping up the momentum and the search for maximum impact

This paper aims to continue the debate on policy options, budgetary implications and technical and financial support needed in order to redress uneven human resource allocation across LGAs. It intends to focus on practical steps that are achievable over the next year 2008-2009, that will result in a positive impact and support the Government to take the next steps toward achieving its service delivery goals. The suggested steps aim to take account and complement medium and longer term work that is also underway; and also to recognise the challenges that GoT might face in implementation.

Building on the direction set by Government and work to date, three elements have been identified as having the capacity to impact positively and significantly on moving forward the equity agenda over the next year: i) allocation of resources against a formula that takes into account population needs; ii) the role of remunerative allowances in positive and negative incentives; iii) the ability of district councils to take local decisions informed by their on the ground knowledge. 

7. Allocation of resources against a formula based on population need
A critical part of equitable service delivery is the allocation of human resources based on need, rather than historical trend or discretion, and this is clearly evidenced in the 2008 Equity paper
. As far back as 2004 the GoT understood the value of allocating resources to LGAs based on the population and its needs
, and this has been recently ratified in the Local Government Reform Programme II.  In 2008 evidence supported this approach by illustrating the difference in resources between LGAs and the links between resource allocation and outcomes using health and education as proxies: For example the higher the spend per child in Education, the higher the enrolment and the higher the Standard VII pass rate
 It also revealed that that the top ten best served LGAs had five times the HR budget allocation than the worst off ten LGAs – a very clear illustration of the extremity of the problem and the fact that the LGRP funding formula is not being used.   In 2009 evidence continues to demonstrate that changing the distribution of human resources (using teachers as a proxy) is the key to changing allocations to LGAs.
The Special Budget forms one of the measures for building resources in LGAs that require equalisation. Tsh. 43bn is enough to move those LGAs substantially towards the average spending per capita, and to make a significant start to the equalization process. However, the impact of the Budget on equity will only be effective if the criteria or guidelines for allocation of resources succeed in directing it to challenged LGAs. LGAs selected for access to the Special Budget do not match the list of most challenged LGAs in terms of spending or Human Resources, therefore on this basis, the Special Budget may not improve equality across LGAs. Figure 3 shows a comparison of the 36 LGAs selected to receive the Special Budget with the ranking of those LGAs in terms of health and education PE expenditure per capita in 2008/9
. Ngorongoro has poor health and education ranking and additional funds using this classification means the rationale for Special Budget funds is clear; however Ludewa appears relatively well resourced therefore a clear rationale for additional funds would help ascertain whether they are targeting a poverty pocket.
Using the education and health funding, the average district rank for health is 63, and is 68 for education i.e. all those ranked below 63 in health receive below the average budget, and all those above receive a higher than average budget (See Figure 3). If the Special Budget allocated resources to more challenged areas then the average ranking of the councils identified to receive extra funds would be ranked above the mid sixties. Ideally those ranking close to 114 (since there are 36 Special LGAs) would be targeted to receive funds from the Special Budget.  
The current distribution of Special Budget will have a limited impact on equalising the allocation of resources using this criteria, therefore it is important to understand what criteria is being used, and to ensure that the criteria target those LGAs most in need.
Figure 3: Councils shown by Health and Education ranking.
	Region
	Councils selected to receive Special Budget funds
	Rank (out of 132 LGAs)

	ARUSHA
	
	2008/09 Health PE Budget Per Capita
	2008/09 Education PE Budget Per  7-13 yr old

	
	Ngorongoro
	105
	129

	
	Longido
	89
	113

	MANYARA
	Simanjiro
	78
	95

	
	Kiteto
	33
	104

	IRINGA
	Ludewa 
	6
	28

	
	Makete
	25
	29

	KIGOMA
	Kigoma
	99
	23

	
	Kasulu
	124
	122

	
	Kibondo
	66
	76

	LINDI
	Nachingwea 
	29
	52

	
	Liwale
	18
	41

	
	Ruangwa
	38
	50

	
	Kilwa
	24
	79

	MARA
	Rorya
	125
	55

	
	Serengeti
	102
	68

	MBEYA
	Ileje
	55
	2

	
	Chunya
	14
	35

	MOROGORO
	Ulanga 
	28
	54

	MTWARA
	Tandahimba
	104
	37

	
	Newala
	26
	22

	MWANZA
	Ukerewe
	9
	117

	
	Sengerema
	108
	85

	RUVUMA
	Namtumbo
	57
	78

	
	Tunduru
	65
	51

	SHINYANGA 
	Meatu
	111
	119

	TABORA 
	Sikonge
	131
	114

	TANGA
	Kilindi
	127
	97

	
	Pangani
	1
	10

	KAGERA
	Karagwe
	86
	102

	
	Ngara
	94
	121

	
	Muleba
	122
	86

	RUKWA
	Mpanda Urban
	64
	16

	
	Nkasi
	75
	123

	PWANI
	Rufiji
	27
	75

	
	Mafia
	2
	36

	
	Kisarawe
	3
	13

	AVERAGE RANKING OF COUNCILS BUDGETS PER CAPITA (out of 132)
	63
	68


There are three actions that can be taken immediately to maximize the impact of the Special Budget: 

7. Define and classify LGAs according to human resource need, for example LGAs in the bottom thirty rankings for spending per capita on health and education 
7. Allocate the Special Budget against the classification targeting those most in need. Priority should be given to those which display the largest gaps between need and current resources 
7. The Special Budget is currently focused on physical development and does not allow for human resource spend, for example, allowing LGAs to build teachers’ accommodation and alleviate conditions, but not to directly recruit teachers. A further step would be to allow LGAs discretion over whether the award could also be spent on human resource incentives.
7. Attracting and retaining staff in challenging areas: Role of remunerative allowances in positive and negative incentives 
The ability of Government to attract and retain public service workers in challenging areas is critical in tackling poverty in the worst hit areas. In general terms, there are many incentive mechanisms available; however remuneration arguably forms the most compelling incentive especially where salaries are generally low. In the Tanzanian civil service, allowances in their many variations play an important role in resource allocation: They form an important part of the totality of the civil service wage bill; can make a significant difference to a monthly salary; and are a significant part of budget allocation. 

Infrastructure is important, and the Special Budget goes some way towards focusing on this together with mainstream GoT infrastructure grants such as the Education Capitation Grant (non wage inputs)  and Capital Development Grant (infrastructure), however a clear message from the staff survey in the situational analysis of the MTPP
 showed that staff would prioritise a higher basic salary over infrastructure, and also that the lack of special incentives and lack of supplementary income opportunities was a major factor in their willingness to work in challenging areas. 

At the macro level allowances are decreasing. There has been continuous consolidation of allowances into the wage bill such that allowances have reduced from 22% to 18% of the total wage bill over 2005/6-2009/10. The total personal remuneration (Wage Bill) decreased to 32.5% of the budget in 2009/10, and this is not high by the standards of comparator countries. Corrective measures taken by GoT in response to the Presidential Commission resulted in a marked improvement in achieving wage bill targets, and in FY09/10 the wage bill stood at 9.4% of GDP, including allowances (1.7% GDP). There has been a steady improvement in real average base salaries over the period of MTPP I, particularly after 2005, broadly in line with 1998 MTPP targets (met at 95% on average), and GoT is to be commended for achieving steady wage growth whilst controlling the overall wage bill during a long period of rapidly expanded expenditures
.
However, further analysis carried out in the 2009 Situation Analysis
 shows a number of disturbing trends.  The first part of the decade saw a rapid increase in allowances in relation to wages, although allowances have fallen back again since 2005/6. Employment allowances grew disproportionately higher than the wage bill.  Between FY00/01 and FY05/06 the wage bill grew by 192% compared to the growth of employment allowances at 373%. 
In 2007/8 the use of remunerative allowances e.g. for workshops and travel was highlighted as a distraction that took focus away from already scarce resources and in 2009 this has become a pressing problem. The Government has issued guidelines on the use of resources and now wishes to follow through its commitments and ensure compliance.

Allowances are routinely packaged in two ways: 1) By consolidation into basic salaries; and 2) as extra remunerative pay, paid in addition to salaries. The various allowances and incentives are illustrated in Figure 4: 

Figure 4: Incentives and allowances 
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For the purposes of this Key Issue 2009, the focus will be on the second package; referred to in their total as employment allowances
. Employment allowances consist of 18% of the wage bill whilst 82% is basic wages in 2009/10.  Hidden wage costs are eliminated in 2009/10.  Allowances are decreasing in the development budget and increasing in the recurrent budget, also a positive trend
, and GoT is to be commended on this achievement, however:

7. Between FY01/02 and FY05/06, those employment allowances that were clearly remunerative allowances (housing, utilities, sitting,) grew by 624%; honorarium saw an eightfold increase; and there was an increased tendency towards over-spending in these remunerative allowances by an average of 120% of what was budgeted. Between FY2001/02 and FY07/08 sitting allowances increased from Tsh1bn to Tsh11, bn.
7. In 2009 there has been a significant shift by MDAs to budgeting for employment allowances in core reform work plans resulting in an inordinate amount of time spent scrutinizing workplans and budgets at the expense of a focus on progress and outcomes.

7. Finally, according to data from the Integrated Financial Management System (IFMS), staff employed by government receive allowances worth 19% of their basic salaries; and that those working for the central ministries fare best with incentives being equated to 26% of their basic wage. This illustrates that that allowances are focused centrally both geographically and by post i.e. allowances are most frequently available to civil servants who work in central Ministries and who are based in Dar es Salaam or Dodoma, and not those in most need i.e. working in remote or challenging areas. 

Allowances are proved to have powerful positive and negative incentives. Used positively, allowances can be used in a structured way to attract and retain staff to redress uneven HR distribution in localities, and encourage staff to work to achieve outcomes for service users
. If allowances are used inefficiently negative incentives can prevail with the allocation of allowances creating an incentive for staff to be away from their desks, impacting on their ability to fulfill their duties.

Currently the rationality and transparency of the compensation system is blurred with little direct relationship to job performance and productivity; the transparency of OC budget is diminished
; there appears to be an overly complex system of remuneration that does not allow government to better plan and control wage bill expenditures; the system induces and rewards counter-productive behaviour including the proliferation of committees, seminars, workshops; increased scheduling of meetings away from duty station, whilst decision-making by committee delays process and increase bureaucratization.

The variety of allowances currently available to the Tanzania civil servants could be used more effectively to incentivize better service delivery, in particular by shifting some of the resource away from the centre and towards areas which urgently require additional resources, providing a pot of funds that can be re-allocated to those LGAs most in need. 

In the medium term, the direction of allowances should be supported by an approach where allowances are increasingly linked to performance on the job.

The GoT wishes to move decisively on this issue, to respond to their accountability to tax payers both in Tanzania and in development partner countries. This will demonstrate the pro-activity and commitment of GoT to service users, and alleviate reputational risks that General Budget Support funds are being used to provide inappropriate allowances (directly or indirectly).

7. Local decisions informed by local knowledge - more effective use of resources
LGRP II approved the principle of fiscal and Human Resource devolution to the LGAs, however similar to the challenges faced in implementing the MTPP, devolution is a complex process that requires a number of mechanisms to be in place in order for it to reach its full potential of delivering locally owned and locally accountable effective and efficient service delivery. The budget has grown significantly since 1994 when Decentralisation by Devolution was approved and GoT remains concerned about the capacity of LGAs and information systems to cope. This 2009 Key Issue paper outlines manageable, achievable steps over the year that takes the GoT closer to its goal of implementation, whilst remaining true to the medium to long term scenarios, whether budgets themselves continued to be controlled by MDAs and the Treasury or whether they are released directly to local government.

In 2008, it was recognized that empowering local choices and knowledge can result in effective measures to target struggling areas in attracting and deploying staff. In 2007/08 Rukwa district illustrated an effective and affordable example. The Government is in a position to encourage local solutions by giving LGAs further autonomy to make decisions on how to spend both grants from the Special Budget and the efficiency savings from re-allocated central allowances; by allowing them the flexibility to incentivize human resources recruitment and retention.

8. Equitable service delivery: Keeping up the momentum 

8. Four elements can be taken forward immediately to further tackle poverty in the most challenged areas and contribute to providing services to Tanzanian citizens equally. These elements have the potential for high impact; are fundamental to development and value for money in the public service programmes; are part of the Government’s ambitions; focus on priority areas; and are likely to re-appear year on year until they are resolved. The four elements are set out in Figure 5.
Figure 5: Suggested interventions to achieve more eqiutable and more effective resource allocation at the district level
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8. Element 1: Allocate the Special Budget against formula based on need
Agree and implement criteria for allocation of the Special Budget which will contribute towards equalising current resource distortions in a fair, logical and transparent way. 36 LGAs have already been identified as recipients of the grant.  Selection could be re-cast to include only LGAs that are amongst the bottom thirty in terms of spending per capita in health and education, or below an agreed critical level of spending per capita or staffing per capita.  
The Government has a number of options to debate with its stakeholders – solutions should be achievable and measurable within one year: 
· Is the current criteria correct in its’ focus?

· Do the current criteria take account of all the important aspects that identify a district as particularly challenged?

· Should the Special Budget include an ability to spend on HR monetary incentives?

· What can be done for those LGAs that struggle most against poverty but that may not have the capacity to spend additional sources effectively at the district level?

· What mechanisms can be used to make LGAs accountable for the extra funds both to the local population, and to central government?
· How can we avoid additional administrative burdens on LGAs?  
8. Element 2: Redistribute the monies saved by allowances at the centre to provide financial incentives for attracting and retaining staff in underserved areas
 It is widely agreed that allowances at the centre cannot be allowed to go beyond what is reasonable in either recurrent or development expenditure; neither in Government nor reform programmes. The GoT has clearly stated its commitment to controlling the use of allowances through a Prime Ministerial announcement; and circulars to MDAs. In addition, reform programmes workplans and budgets in 2009 have now been stripped of excessive allowances with the help of DPs diligence.
Based on evidence to date, and the creeping nature of allowances, a number of actions are required to tackle the control of allowances. These include:
· Clarity of the allowances rates i.e.  the rates entitlement for each activity
· Transparency of the allowances i.e. sharing the rates structure amongst all stakeholders
· Rationalization of the rates and allowances where appropriate, to what is reasonable
· Monitoring and capping of the use of allowances
· Linking of allowances to outcomes
· Accountability for misuse of allowances, and 
· Scrutiny and audit of the use of allowances.

The GoT is in a position to redirect efficiency savings from central allowances to where they are most needed at district level. The savings themselves may be relatively limited in terms of absolute funding, however regardless of the scale an important message and precedent needs to be set to ensure a positive role for allowances and incentives aimed at people working in challenging LGAs. 
The Government has a number of options to debate with its stakeholders – solutions should be achievable and measurable within one year: 
· Should all sitting allowances and honoraria simply be abolished?

· Should all centrally based remunerative allowances be abolished and redistributed to the LGAs most in need?

·  Should the GoT apply a “hold harmless” approach to (reasonable) central allowances and distribute efficiency savings to targeted LGAs? 
· Would it better to fold duty and employment allowances into the normal wage bill and focus on removing perverse incentives rather than savings?

· What is the quickest and most impactive way of providing incentives for workers in challenged areas – by paying a salary plus a premium
 or through a separate incentives package?

· What is the quickest and most efficient way of redirecting savings to targeted LGAs – by consolidating into salaries or through “Other Charges”?

8. Element 3: Formula based allocation
A formula based on population needs e.g. number of school going children, was introduced in 2004 to address inequity in the financial resource allocation of the recurrent block grant; however, the Staffing budget can only be disbursed against the actual number of workers in duty. This means that current inequities are continued, and it does not address the allocation of new staff or the difficulties in retaining them.
Agreed policy, as set out in the Budget Guidelines, is to use formula on all allocations, development, OC, PE. To date, the formula has been partially applied to development and OC; however it has not been applied to PE so far. The formula is not the same for all sectors. Table 2 shows the formulas from the 09/10 Budget Guidelines:
Table 2: Formula applied to Other Charges

	No
	Sector
	Formulae/Variables applicable

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

	2
	Health Services
	· Total population: 70%

· Number of poor residents: 10%

· District medical vehicle route: 10%

· Under-five mortality: 10%

	3
	Agriculture Extension
	· Number of villages: 80%

· Rural population: 10%

· Rainfall index: 10%

	4
	Water Services
	· Number of unserved rural residents: 90% 

· Equal shares: 10%

	5
	Local Roads
	· Road network length: 75%

· Land area (capped): 15%

· Number of poor residents: 10%

	6
	General Purpose Grant
	· Total population: 50 %

· Total number of rural residents: 30 %

· Fixed lump sum: 10 %

· Total number of villages: 10 %


The Government has a number of options to debate with its stakeholders – solutions should be achievable and measurable within one year: 
· Can the process of formula allocation be helped be separating the formula for Personal Emoluments and “Other Charges”? 100% of “Other Charges” could be allocated against the formula making; funds could then be flexible enough to use to attract and retain staff
· What should be the criteria for identifying the most challenged LGAs?

· How can funds be channeled to the most challenged LGAs to help them catch up?

8. Element 4: Increase the autonomy of local government and service providers to make recruitment and retention decisions 

Current decision making particularly in Human Resources is centralized and realistically it will be some time before local government has full autonomy of its human resource management. In recognition of this, and also in recognition that local knowledge can offer well targeted solutions, a process for spending these additional funds that take account of local preferences should be sought.

In the current centralized system, the Special Budget already does this by encouraging LGAs to identify projects for funding and applying. A centrally determined classification and formula applied to both the Special Budget and incentives packages would allow central control of allocations. Autonomy of decision making on spend could then be granted to targeted LGAs leaving them to prepare and administer local solutions, such as the Rukwa example, whilst being held accountable to central government on performance of the funds. 

The Government has a number of options to debate with its stakeholders – solutions should be achievable and measurable within one year: 
· Should challenged LGAs have some decision making powers to allow them to spend the Special Budget and efficiency savings on higher wages to attract and retain staff?

· Could LGAs be allocated their entire funding-formula allocation regardless of staffing, and allow LGAs with fewer staff (per capita) to pay higher wages until their staffing situation balanced out?

· Should additional funds (in particular the allowances efficiency savings) be channeled funds through POPSM into the wage bill and PE?
· Would it be more efficient for additional funds to be channeled directly to the LGAs through Other Charges?

· How can central government assure that centrally held funds are released in good time?
· Should it be left to MDAs to re-allocate funds to the LGAs in order to allow them to keep their ceilings? What would be the benefit of that?

· How can we avoid setting up additional burdensome administration for disbursements?
· What can be done to increase the capacity of LGAs to spend their budgets effectively and according to plan?  
·    How will LGAs be held accountable for their decisions and expenditure?
9. Anticipated Achievements for Key Issue in 2010 

9. The measured outcomes for this Key Issue would be:

1) Definition and classification of LGAs that face  persistent staff shortages
2) Transparent formula based allocation of the Special Budget that contributes towards resolving uneven resource allocation

3) Agreement of the levels, and the mechanism of financial incentives to attract and retain staff in challenged LGAs
4) Redistribution of excess centrally distributed remunerative allowances to local level incentives to contribute to improved staffing at the district level

5) Local decision making for use of Special Budget and allowances savings to address staffing problems.
The detailed plans for achieving these would be the result of a collaborative effort at sector level, and DPs would look forward to working with, and supporting Government counterparts to achieve these aims.

9. Work completed

Attraction and Retention of Human Resource in Disadvantaged Areas, M Kabunduguru 2007

Background Analytical Note for the Annual Review of General Budget Support 2008: Equity and Efficiency in Service Delivery
Consultancy on the Staffing Problems of Peripheral or Otherwise Disadvantaged Local Government Authorities, November 2005, Crown Management Consultants ltd in association with PEM East Africa Ltd

Education Public Expenditure Tracking Survey, Ministry of Education and Vocational Training, October 2009
Public Service Pay and Incentive Policy, Draft, October 2009, United Republic of Tanzania, Public Service Management

Revised Public Service Pay Policy, April 2009, United Republic of Tanzania, Public Service Reform Programme

Rapid Budget Analysis, 2008/09
Tanzania Joint Annual Health Sector Review 2009

“Tanzania Public Service Situation Analysis: Towards a Revised Public Service Pay Policy” T Valentine, April 2009. Crown Agents
9. Work Planned
To be agreed

9. Panelists
This years’ event will include a panel led discussion for each key issue. This means that a pre-determined panel will respond after each presentation, followed by wider facilitated discussion / debate. The panels are being introduced to foster more constructive dialogue. Five panelists are proposed from the GoT – local and central, DP’s, and civil society. 

It is intended that the panel should be able to comment on the Key Issue from their different perspectives in order to gain a rounded view of the issues, impact and challenges to solutions to be considered in our work over the coming year.

Chair: 

Permanent Secretary  PO-PSM, Mr. George Yambesi 

Presenters: 
Director of Policy and Planning PO-PSM Mr. Mathias Kabunduguru, 
Development Partner Lead for Public Service Reform Programme, Mr. Denis Biseko World Bank

Panel: 

Regional Administrative Secretary Manyara

District Executive Director, Morogoro, 
Agenda Participation 2000, Mr. Hebron Mwakagenda 
Assistant Commissioner for Budget in charge of Local Government
Flow of resources








�Two key documents are the Background Analytical Note for the Annual Review of General Budget Support 2008: Equity and Efficiency in Service Delivery: and “Tanzania Public Service Situation Analysis: Towards a Revised Public Service Pay Policy” T Valentine, April 2009. Crown Agents


� Background Analytical Note for the Annual Review of General Budget Support 2008: Equity and Efficiency in Service Delivery.


� Background Analytical Note for the Annual Review of General Budget Support 2008: Equity and Efficiency in Service Delivery


� 2004 policy 


� Source: Login Tanzania, Education Management Information System


� Source: IFMIS, MOFEA


� “Tanzania Public Service Situation Analysis: Towards a Revised Public Service Pay Policy” T Valentine, April 2009. Crown Agents


� Public Expenditure Review Rapid Budget Analysis, PER Macro Group, 2008


� “Tanzania Public Service Situation Analysis: Towards a Revised Public Service Pay Policy” T Valentine, April 2009. Crown Agents


� Employment allowances are defined as remunerative allowances i.e. which enhance pay relative to other job groups – it is suggested these should be consolidated into basic pay; plus duty facilitating allowances i.e. which facilitate regular or special duties – it is suggested these should be paid through ministerial vote subject to need. “Tanzania Public Service Situation Analysis: Towards a Revised Public Service Pay Policy” T Valentine, April 2009. Crown Agents


� Rapid Budget Analysis, 2008/09


� Background Analytical Note for the Annual Review of General Budget Support 2008: Equity and Efficiency in Service Delivery


� For example ex. honorarium are not counted as employment allowances but recorded as Sub-item 261106 Other Goods and Services Not Classified Above.





� Recommended in the draft MTPP 2009
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Budget execution is good at vote level but these averages conceal enormous variations below vote level 



Source: PETS.  2007/8 data shows budget execution of the primary block grant varies between 40% and 150% and makes inequality between districts even worse than in central government’s allocations 
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Budget execution of the recurrent budget is very high at vote level.  But even large pieces of expenditure like education, or primary education, are composed of parts of many votes.  These include the regional votes.  



At last year’s Annual Review we showed how there was persistent and extreme variation in the intensity of spending planned district by district in the central government’s budget.



Further analysis in this year’s Education Sector PETS shows that good average execution is misleading because district to district, execution varies between 40% and 150% of allocations.



Furthermore, districts with large allocations are also the beneficiaries of over-execution, so poor execution makes inequalities between districts even worse.
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Central government’s allocations to districts are significantly uneven and this impacts quality of services

Source: PETS.  2007/8 data on central government allocations for primary education, and pupil:teacher ratios
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This year’s education PETS confirms the finding of last year’s Annual Review study that spending across districts is extremely uneven and this has impacts on the quality of service delivery./



Here we see the impact on pupil teacher ratios in primary schools



Council allocations per enrolee varied between 20,000 and 180,000/=

PTR varied between under 30 and over 100 as district averages – PETS shows schools with PTRs of 10 and 283!!!
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