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EXECUTIVE SUMMARY

The 2011 Poverty and Human Development Report (PHDR) presents a consolidated review of
progress towards the goals and targets under the National Strategy for Growth and Reduction of
Poverty (MKUKUTA). Using the nationally agreed indicatorsfor MKUKUTA | as the framework for
the analysis and covering the period from 2001 to 2011, the report aims to critically assess the
achievements to date, discuss the merits of policies and programmes implemented, and identify
policy actions needed to better align national efforts towards the realisation of MKUKUTA’s goals.
The report builds on the findings from PHDR 2009 and, whenever possible, uses new data to update
progress and trends.

In addition to the status chapter, this year’s report explores the interplay between economic growth,
productive employment and poverty reduction to identify policy options that can make future growth
in Tanzania more inclusive and pro-poor. The report argues that managing structural changes,
realising productivity gains by investing more in human capital, and creating an enabling business
environment are key actions for the Government of Tanzania to create decent, productive jobs and
achieve inclusive growth. In turn, the reconfiguration of the economy towards inclusive growth with
expanded private sector employment and productivity can bring about sustainable cuts in income
poverty and promote broad-based human development in the country.

Key Findings on the Performance of MKUKUTA |

Cluster I: Growth and the Reduction of Poverty

The Growth Target was Achieved

Overall, the macroeconomic outlook is relatively positive with the economy showing resilience amidst
the slowdown in global output owing to the global financial crisis (GFC) of 2008. On average, the
Tanzanian economy has grown by 7% per annum over the last ten years, thereby achieving the
MKUKUTA | target of an average annual GDP growth of 6% to 8% by 2010. The prompt response to
the GFC through provision of a moderate fiscal stimulus package during the 2008/09 and 2009/10
financial years helped to ease the adverse effects of the crisis and enabled the Government to
continue the provision of essential services and meet its expenditure targets.

Sound Economic Management

Macroeconomic stability has generally been maintained; however, inflationary pressures have
intensified over the last three years with the inflation rate exceeding 10% in 2008 and 2009. The high
inflation rate is largely explained by food inflation, rising oil prices and the impact of power shortages.
Domestic revenue collection as a percentage of GDPincreased steadily from 10.9% in 2000/01 to
16.0% in 2008/09, but declined slightly to 15.3% in 2009/10, falling below the MKUKUTA | target
of 16.4%. This shortfall in domestic revenue collection has necessitated a short-term increase in the
fiscal deficit, but the Government is acting to improve the taxpayer environment and identify additional
tax and non-tax revenue sources to further strengthen national finances. The external debt-to-GDP
ratio has fallen considerably since 2000. Exports have increased but with limited diversification.
Credit to the private sector has increased from an average of less than 6% of GDP in 2002 to 17% of
GDP in 2009, and the interest rate spread between the lending and deposit rate has declined from
15.3% in 2001 to 12.3% in 2009.
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Continuing Structural Changes in the Economy but Limited Dividends

The structure of Tanzania’s economy has changed gradually over the last decade with the growth
rate in agriculture being outpaced by services, manufacturing and construction. The contribution of
the agricultural sector to GDP has declined from 29% in 2001 to 24% in 2010. The growth rate in
agriculture averaged 4.3% over the period 2000-2010, well below the MKUKUTA target of 10% by
2010. However, the sector continues to employ around three-quarters of the labour force.

The manufacturing sector grew from 4.8% in 2000 to a peak of 9.9% in 2008 before dropping to
7.9% in 2010, a growth rate still well below the MKUKUTA target of 15% by 2010. The sector is yet to
effectively exploit linkages with agriculture and the country’s natural resource base. The share of mining
in GDP is still small even though the sector accounts for a significant share of total export earnings. The
linkages of the mining sector with the rest of the economy remain weak and need to be strengthened.

The services sector remains the largest sector of the economy, though its share in total GDP has
declined slightly from 45.5% in 2001 to 43.9% in 2010. Tourism constitutes a substantial part of
the services sector (contributing over 17% to GDP and nearly 40% of total export earnings). Future
earnings from the sector can be improved by expanding infrastructure, encouraging domestic
demand and improving the skills of workers and businesses in the industry. Closer links between
tourist operations and the local economy will be an important tool in poverty reduction.

Poverty and Inequality

The most recent national data available on household income poverty rates are from the 2007
Household Budget Survey (HBS), which were reported in the 2009 PHDR (URT, 2009b). The 2007
poverty estimates indicated that the economy’s significant growth since 2000/01 had not translated
into significant reductions in income poverty. The Gini Coefficient, a measure of income inequality,
remained unchanged at 0.35 between 2001 and 2007. With no new data, it is not possible to report
on the current distribution of income.

Since 2007, growth has more or less continued at the same pace except with a slight dip as a result
of the global financial crisis. Based on past trends and with a slight slowdown in the growth rate, it is
likely that the poverty reduction target under MKUKUTA | was not met and the country is off-track in
meeting the Millennium Development Goals target of poverty reduction by 2015.

With respect to national food security, Tanzania has been self-sufficient in food production since
2005 with a peak in 2007 of 112%. However, food shortages continue to be experienced in some
regions. The most recent data indicate around 23% of all households in rural mainland Tanzania were
food-insecure. Around three-quarters of the population depend on under-developed smallholder
primary agricultural production for their livelihoods. Modest improvements have been noted with
respect to smallholder participation in out-grower schemes, access to irrigation, access to credit
and diversification into non-farm activities. The Southern Agricultural Growth Corridor of Tanzania
(SAGCQT), a large-scale, public-private partnership to develop that region’s agricultural potential,
and the Tanzania Agriculture and Food Security Investment Plan are promising developments in
the sector but there is need to consolidate these initiatives and ensure that more benefits accrue to
smallholder farmers and food-insecure households.

There has been limited improvement in the primary road network (trunk and regional roads) with
lack of funding cited as the most binding constraint. An expanded road infrastructure has the
potential to directly contribute to poverty reduction if two main issues are addressed. Firstly, building
and maintaining rural roads should be a priority as these are essential for market development.
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Secondly, more needs to be done to exploit labour-based technology, in particular, the employment
of local communities in road construction and other public works. At the same time, reliable power
supplies are critical for rural economic transformation, including diversification into agro-processing
and productive non-farm activities. Sustained investment in developing and maintaining transport
infrastructure and expanding power-generating capacity and electrification are medium and long-
term imperatives for national development and poverty reduction.

Cluster lI: Quality of Life and Social Well-Being

Education

Access to quality education is a pre-requisite for socio-economic and political development in any
society. Conversely, low educational attainment and poverty are closely associated. Literacy rates
have improved marginally for women since 2004/05 (from 67% to 72%) but less for men (from 80%
to 82%). However, levels of literacy among women still lag those of men by ten percentage points.

Substantial progress has been made to increase access to education. The net enrolment rate (NER)
in primary schools increased from 66% in 2001 to a peak of 97% in 2007 and 2008. Overall, gender
parity in access to primary education has been achieved. However, since 2008, the NER has steadily
declined to 94% in 2011, a trend that must be turned around. In 2011, it is estimated that nearly half
a million 7 to 13 year-olds did not enrol in school.

The transition rate from primary to secondary schools also rose dramatically from 12% in 2002
to 60% in 2006, but has since fallen to 45% in 2010. The NER in secondary schools has steadily
increased from 6% in 2002 to 35% in 2011 — an impressive achievement — but the rate falls short of
the MKUKUTA target of 50%. Higher education has expanded even faster. The number of students
in higher education institutions has jumped over the last ten years, from less than 31,000 in 2002/03
to almost 140,000 students in the 2010/11 academic year.

Analysis of learning outcomes, however, paints a worrying picture of the quality of education received
by Tanzanian children. A large-scale national survey conducted in 2011 revealed alarmingly poor
numeracy and literacy skills among primary-aged children. The findings indicate an urgent need to
improve the quality of tuition, which in turn, will depend on the increased and equitable deployment
of qualified teachers and resources to all areas of the country. The significant decline in students
passing Form 4 examinations further points to the need to address educational quality.

Health

Life expectancy has increased from 51 years in 2002 to 58 years in 2010 (57 years for men and 59
years for women), a trend that is closely associated with falling child mortality. Under-five mortality has
substantially declined over the last decade from 147 deaths per 1,000 births in 1999 to 81 deaths
per 1,000 births in 2010, only marginally missing the MKUKUTA target of 79 for 2010. These gains in
child survival are largely due to improvements in Tanzania’s health system. There have been notable
advances in malaria prevention, diagnosis and treatment. Use of insecticide-treatment mosquito
nets has dramatically increased. The MKUKUTA target of 85% DPT-Hb3 vaccination coverage has
also been achieved, putting Tanzania ahead of its neighbours in the region in respect of childhood
immunisation rates. The age-disaggregated data on child mortality, however, reveal that neonatal
mortality has declined far less and constitutes an increasing share of under-five mortality. Increased
efforts to address newborn deaths, which are inextricably linked to maternal healthcare, will be
needed to ensure the continued rapid reduction in child mortality required to meet the Millennium
Development Goal for child survival.
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In stark contrast to the gains in child survival, nutritional data show negligible improvement in childhood
stunting over the past five years. The rate of stunting far exceeds the MKUKUTA target of 20% by
2010. The greatest damage to children from poor nutrition occurs during pregnancy and up to two
years of age. Therefore, interventions to protect the health and improve the nutrition of women during
pregnancy need to be prioritized, as well as services that have the greatest impact on the nutrition and
survival of young children, especially promotion of exclusive breastfeeding and complementary feeding
practices. It is imperative that nutrition be placed high on the development agenda.

The National Road Map (Strategic Plan) to Accelerate Reduction of Maternal, Newborn and Child
Deaths in Tanzania (“One Plan”) launched in 2008 aims to reduce maternal mortality by three-
quarters from 578 to 193 deaths/100,000 live births and neonatal mortality to 19 deaths/1,000 live
births by 2015. However, to date, the maternal mortality ratio (MMR) has declined moderately from
578 maternal deaths per 100,000 births in 2004 to 454 deaths per 100,000 live births in 2010. One
of the key operational targets of “One Plan” is increasing coverage of births by skilled birth attendants
from 46% to 80%, but so far only a marginal increase to 51% was achieved by 2010. Effective
implementation of the plan through increased investment in identified priority actions is required if
the 2015 targets are to be achieved. The biggest challenge is in strengthening the capacity of the
health system to provide quality delivery and post-natal care, which are prerequisites for reducing
and ultimately preventing maternal and newborn deaths.

The 2007/08 THMIS indicates that HIV prevalence in adults (15-49 years) has declined since 2003/04
across most age groups and among both males (from 6.3% to 4.7%) and females (from 7.7% to
6.8%). Notable achievements have been recorded in increasing access to antiretroviral therapy.
Major epidemiological disparities, however, raise serious concerns with a greater disease burden
among women and in urban areas. The tuberculosis (TB) treatment success rate has improved
consistently from 81.3% in 2003 to 88% in 2008, surpassing the global target of 85%. But the TB
notification rate, which is estimated at 59%, must be increased to facilitate treatment of infected
people and arrest the spread of the disease.

Water and Sanitation

Water supply services in rural areas increased by 7.5 percentage points from 40.4% in 2007 to
47.9% in 2010, indicating that the Water Sector Development Program, which commenced in
2007, is starting to yield results. In the 19 regional urban centres other than Dar es Salaam and
Kibaha (which are collectively referred to as “other urban areas”), the coverage of water supply
services increased from 80% in 2007 to 86% in 2010. However, the survey data for all urban areas
indicated a negligible increase in water access from 80% in 2007 to 81.2%. Although the increase
in access to water supply may be attributed to implementation of quick-win projects, progress was
not fast enough to achieve the 2010 MKUKUTA targets of 65% for rural areas and 90% for urban
areas. Survey data for sanitation indicate a downward trend in household access to basic sanitation,
slipping from 93% in 2007 to 86% in 2010. School sanitation and hygiene are also extremely poor,
far below MoEVT guidelines. High-level political champions are needed to ensure that all schools are
equipped with adequate sanitation facilities. The impact on the health and productivity of Tanzania’s
children and adolescents would be profound.

Social Protection

To assess progress towards social protection, MKUKUTA Cluster Il also tracks a limited number
of indicators related to highly vulnerable populations. A national system of social protection is not
yet in place; to date, interventions to address vulnerability are mostly programme-based, limited in
scope and duration, and externally funded. The overarching issue in advancing the social protection
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agenda in Tanzania is the finalisation and approval of the National Social Protection Framework,
which will provide guidance to all actors, state and non-state, to strengthen and expand social
protection mechanisms in Tanzania.

With respect to programmes, the current development of the next phase of the National Costed
Action Plan (NCPA) for Most Vulnerable Children (MVC), and the scale-up of Tanzania Social Action
Fund (TASAF) Il to the whole country are two major social protection measures. They represent
opportunities to put in place key building blocks of an integrated social protection system, one that
must be government-led with gradually increasing financial commitments. Safety nets need to be
developed in such a way that they promote economic transformation and support groups that most
Tanzanians agree are in need.

Cluster llI: Governance and Accountability

A high standard of governance at all levels — within both public and private sectors — is essential for
promoting economic growth, reducing poverty and improving the lives of all Tanzanians. Indicators
for Cluster Il show some improvements in national governance, including the ongoing devolution of
responsibility and resources for service delivery from the central government to local government
authorities (LGAs), and the increased participation of citizens in local government processes. Progress
in reforms to the taxation system and regulation of public procurement are also encouraging.

However, other fundamental pieces of good governance are not in place. Although registration of
births is mandatory in Tanzania, only a small proportion of children are registered at birth. In 2010,
only 15 out of every 100 children were registered at birth, and only 6 out of every 100 children were
issued with a birth certificate. While the Constitution of Tanzania recognises the right to ownership
of property, the percentage of households with official title deeds to land has remained low. Only 5%
of land in Tanzania is currently registered. The proportion of rural households who owned their land
through official certificates was 5.8% in 2007/8, down from 7.1% of households reported in 2002/083.

The fight against corruption is also far from won. Recent high-profile scandals have seriously impacted
Tanzania’s international standing with development partners, and the flagged cuts to budget support
will put at risk national development and poverty reduction goals. There is widespread public
dissatisfaction with government efforts to combat corruption overall and the performance of the
PCCB in particular. The main reason for dissatisfaction relates to low conviction rates in cases of
grand corruption.

The Legal Sector Reform Programme is ongoing with the aim of improving standards of justice and
protecting human rights. However, the demand on the judicial system at all levels — police, the courts
and detention facilities — exceeds the current capacity to deliver services and ensure fair and equal
access to justice. The poor are disproportionately disadvantaged in access to legal representation
and redress, while court case delays and conditions within jails frequently violate the rights of alleged
and convicted offenders, including juveniles. The national survey of Violence Against Children and
the expanded examination of gender-based violence in the Tanzania and Demographic Health
Survey (TDHS) 2010 further reveal extremely high rates of violence against women and children.
National and local champions are urgently needed to stop institutionalised violence in schools and
to transform harmful gender attitudes that perpetuate domestic and sexual violence against women.
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Productivity Gains and a Business-Friendly Environment for Inclusive
and Job-Rich Growth

As noted above, Tanzania’'s economy has grown significantly over the last decade, and GDP growth
has exhibited strong resilience to external shocks as evidenced by the country’s performance
during the global financial crisis. The government took prompt action by providing a fiscal stimulus
package that mitigated the adverse effects on the economy. Being less integrated with the global
financial architecture also provided a degree of protection from the cascading financial turmoil which
was triggered by the collapse in the US housing market and quickly engulfed Europe and several
emerging economies.

However, the national poverty rate remains high. One-third (33.6%) of Tanzanian households were
below the basic needs poverty line in 2007, only marginally less than the poverty rate in 2001 of
35.7%, despite GDP growth averaging 7% per annum over the intervening period. There is now
growing consensus that more needs to be done to address the mismatch between growth and
poverty reduction.

Putting the economy on a pro-poor growth path will require deliberate and calibrated policy
interventions. In this regard, it is important that clear indicators and targets are established so that the
nature of future growth can be closely monitored. Poverty rates can capture households’ increased
income through consumption, but may not be able to explain how growth itself is contributing
to increased consumption and welfare. The monitoring system should, therefore, be designed
to track the opportunities created by a growing economy in terms of better jobs and income. An
employment-centric monitoring system will capture key measures of inclusive growth to inform the
better alignment of future policies and programmes.

Productivity serves as a barometer to gauge the health of an economy. To better understand the
state of the Tanzanian economy and how resources are being utilised to maximise production and job
creation, changes in sector and firm outputs and labour productivity should be carefully monitored to
elucidate the impact of structural changes. Many of the economic sectors in Tanzania have recorded
relatively higher growth rates, but concurrent labour movements between sectors have complicated
the measurement of the changes in labour productivity in each sector.

Like many countries in Africa, Tanzania has not fully benefited from the productivity gains one
associates with the structural change from a predominantly agricultural-based economy to a more
diversified economy in which services and industry play a larger role. Labour productivity in Tanzania
has increased gradually but remains low overall. Much of the improvement has been undermined
by what has been described as “perverse” structural changes in Africa. These undesirable effects
occur when labour moves from subsistence agriculture characterised by low productivity to equally
low-productivity work in the informal economy.

Between 2001 and 2010, the agriculture sector grew at an average rate of 4.3% per annum, but the
share of the agricultural sector in GDP declined from 29% to 24%. Labour productivity in agriculture
seems to have increased, but that it is more likely the result of labour moving to other economic
sectors such as manufacturing and services. However, the sector still employs almost three-quarters
of the workforce.

The data available indicate a declining trend in labour productivity in manufacturing, but this can be

largely explained by the increased number of workers getting absorbed by the sector. Growth in
the manufacturing sector has continued its momentum, recording an almost 8% increase in 2010,
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but this rate may not be adequate as many more Tanzanians seek work in this sector, which has
generally been associated with better paying jobs.

A closer look at the services sector also underlines the challenges of labour movements. With a
share in GDP of 44%, the sector remains the largest sector in the economy. The sector has been
growing very rapidly, but it is likely that most of the new jobs in services are in the informal economy.
Furthermore, key sub-sectors within services have limited linkages with the domestic economy. For
example, tourism constitutes a significant part of the services sector, contributing over 17% to GDP
and making up approximately 40% of the total export earnings, but this important sub-sector still has
weak backward linkages. In other words, tourism may be categorised as a pro-poor sector owing to
its contribution to government revenue, which can then be used for social spending, but the potential
of tourism as an inclusive growth sector has not been fully exploited.

Tanzania has a high employment-to-population ratio (EPR), which indicates the country’s potential
for even higher growth rates. But it may also indicate that many individuals are entering the workforce
because they don’t have any other choice. Circumstances may be forcing people to find work
for reasons of survival when, for example, some may have preferred to study and acquire higher
competencies before joining the labour market. Thus, investing in skills development in collaboration
with the private sector will better enable Tanzanians to participate in the national economy as well as
benefit from the expansion in the labour market in the East Africa Community.

Several countries that have grown rapidly and cut poverty rates at the same time have also experienced
higher labour and firm productivity. Moreover, the relationship between labour and firm productivity is
closely interlinked; improvements in labour productivity directly contribute to increased firm output.
Labour productivity is also closely related to income, which in turn determines the consumption
pattern of households — a key indicator for measuring poverty rates.

The importance of this relationship between productivity and growth thus calls for designing public
policies that are better aligned to human development and poverty reduction. Such a strategy
requires enabling more people and firms to participate and contribute productively in the economy.
Unfortunately, many low-income countries place barriers in the way of the private sector that negatively
affect productivity instead of creating incentives for an inclusive economy. A vast number of firms in
Tanzania are very small, with very few able to expand and grow. These enterprises face numerous
legal and regulatory challenges and often lack support services, such as access to financing and
business development.

Lack of physical infrastructure, including unreliable and costly sources of energy also compound
the problems experienced by these enterprises. Recurrent energy shortages and poor transport
infrastructure, especially roads, are the most visible constraints faced by businesses in Tanzania.
Facing these obstacles in a high-cost economy like Tanzania discourages firms from investing in
future expansion and often pushes them to stay outside the formal economy. This not only diminishes
the potential for creating good jobs, but also results in lost revenue for the government, as it is not
able to effectively track and tax these informal businesses.

The economic potential of the numerous micro and small enterprises in the economy has not been
effectively harnessed. Small enterprises, even those that are registered, have limited access to
services. Although the financial sector has been liberalised and expanded quite significantly since
the second generation of financial sector reform, access to finance, especially for the agricultural
sector and small enterprises remains very low.
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Hurdles in registration of land are not friendly to property rights. Currently, only 5% of land in Tanzania
is registered, compared with 30% in Kenya and 18% in Uganda. Without registered titles to land
and business premises, agricultural producers and small enterprises will continue to face barriers
accessing credit and long-term investments will continue to be undermined.

To reverse the effects of “perverse” structural changes and make the Tanzanian economy more
inclusive, there are no better substitutes than investing in human capital and implementing pro-poor
industrial and agriculture policies. These policies should be driven not only by a desire to increase
growth, but also a people-centered approach that prioritises the creation of productive employment.
A paradigm shift will require the state to play a proactive role to create enabling conditions for domestic
enterprises to unleash their productivity and ensure that people have the skills and entrepreneurial
attributes to engage in gainful employment. A competitive and business-friendly environment and
investing in human skills and economic infrastructure should therefore be at the heart of future
policies and programmes.
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INTRODUCTION

INTRODUCTION

The Poverty and Human Development Report (PHDR) produced by the Government of Tanzania is a
key output of the monitoring system for the National Strategy for Growth and Reduction of Poverty
(Mkakatiwa Kukuza Uchumina Kupunguza Umaskini, commonly known by its Kiswahili acronym,
MKUKUTA). The second five-year phase of MKUKUTA commenced in July 2010. Through MKUKUTA
Il, the Government renews its commitment to human development as the highest national priority.

PHDR 2011 is the sixth report in the series published since 2002. Building upon the foundation of
the series to date and a growing store of domestic research, this year’s report provides an expanded
analysis of the trends and outcomes in national development as well as discussion of important
socio-economic issues facing the country.

As in previous editions, Chapter 1 — the status chapter — reviews progress towards key development
targets based on the national indicators set for MKUKUTA's three major clusters of desired outcomes:
growth and reduction of income poverty (Cluster I); improvement of quality of life and social well-
being (Cluster Il); and governance and accountability (Cluster Ill). In particular, this year’s report
benefits from the new and expanded data set collected by the 2010 Tanzania Demographic and
Health Survey, ground-breaking national studies, such as the 2009 Violence against Children report,
and strengthened by government systems of routine data management and reporting.

Recognising the critical importance of productive jobs in reducing income poverty, Chapters 2 and 3
of the report focus on the gains that Tanzania could realise by investing more in human capabilities
and creating a more inclusive economic environment that facilitates the growth of the private sector.
In the last decade, the government has implemented several noteworthy initiatives and reforms to
enhance productivity and improve the business environment, but more efforts are needed to make
the economy more responsive to the needs of lower-income households so that they can participate
in the mainstream economy and benefit from its growth. This is essential for the country to achieve
the targets set in the MKUKUTA Il and the Millennium Development Goals by 2015.






LUMISEE PROGRESS TOWARDS THE GOALS
OF GROWTH, SOCIAL WELL-BEING
AND GOVERNANCE

This chapter provides a consolidated view of the progress of Tanzania’s National Strategy for Growth
and Reduction of Poverty (MKUKUTA). The second five-year phase of MKUKUTA was launched in
July 2010. However, the indicator sets for MKUKUTA Il had not been finalised when work on PHDR
2011 commenced. For this reason, the current report uses the nationally agreed indicators from
MKUKUTA | as the framework for analysis. The report presents the most recent data for each of
the goals and targets under the three major clusters of MKUKUTA: growth and reduction of income
poverty (Cluster I); improvement of quality of life and social well-being (Cluster Il); and governance
and accountability (Cluster Ill). Summary tables of statistics are provided at the end of this report.

VST CILYEES CIdE Growth and Reduction of Income Poverty

The overall outcome for Cluster | of MKUKUTA is broad-based, equitable and sustainable growth.
Progress towards this outcome is measured against a set of cluster-wide indicators, together with
indicators under the following six supporting goals:

Goal 1: Ensuring sound macro-economic management

Goal 2: Promoting sustainable and broad-based growth

Goal & Improving food availability and accessibility at household level in urban and
rural areas

Goals 4 and 5: Reducing income poverty of both men and women in urban and rural areas

Goal ©: Provision of reliable and affordable energy to consumers

Cluster-Wide Indicators
The following four cluster-wide indicators are used to measure overall progress for Cluster I:

Gross Domestic Product (GDP) growth per annum
GDP growth per annum for key sectors
Headcount ratio, basic needs poverty line

Gini coefficient

GDP Growth

On average, the Tanzanian economy has grown by 7% per annum over the last ten years. The
MKUKUTA | target of average annual GDP growth of between 6% and 8% by 2010 has been
achieved (Figure 1). Notably, this rate exceeds the average growth rate of member countries in the
East African Community (EAC) and the Southern African Development Community (SADC) (Bank of
Tanzania (BoT), 2011).



POVERTY AND HUMAN DEVELOPMENT REPORT 2011

Figure 1: GDP Growth Rate, 2000-2010
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This high level of economic growth suggests that Tanzania offers attractive investment opportunities
based upon increasing consumer demand. However, the main concern has been the overall
distribution of income, which determines sustainability of high growth rates over the long term.

The relatively small year-on-year fluctuations in GDP growth since 2001further indicate that the
economy is more resilient to shocks. The fluctuations that Tanzania has experienced in the past ten
years were largely related to weather extremes, especially droughts, which affected agriculture and
hydropower generation. The annual growth rate dropped from 7.4% in 2008 to 6% in 2009, but
recovered to 7% in 2010. The fall was mainly due to the 2008/09 shock from the global financial
and economic crisis (GFC) and the ongoing power crisis in the country. These factors combined to
weaken investment. Foreign direct investment, capital inflows, domestic investment, particularly in
manufacturing, and tourist arrivals all declined.

In response to the GFC, the government provided a moderate fiscal stimulus package during
FY2008/09, easing the limit on net domestic financing from zero to about 1% of GDP. In FY2009/10, it
provided additional on-budget fiscal stimulus to maintain essential public expenditures. The package
included an expanded fertiliser subsidy scheme, a cut in the VAT rate from 20% to 18%, and time-
bound interventions (such as debt rescheduling and government guarantees) to support agriculture
and ensure the continued flow of credit to the economy.

Looking ahead, the challenges to ongoing GDP growth are structural in nature, starting with acute
infrastructural constraints (transport and energy), an under-performing agricultural sector, and a
weak human resources base (African Development Bank, 2011).

GDP Growth by Sector

The structure of Tanzania’s economy has changed gradually over the last decade, with the growth in
agriculture being outpaced by services, manufacturing and construction (Figure 2).
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Figure 2: Shares of Major Sectors in GDP, Various Years 2001 to 2010 (% of GDP)
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The contribution of the agricultural sector to GDP has declined from 29% in 2001 to 24% in 2010.
While there has been a decline in agriculture’s contribution to GDP, the sector continues to employ
about three-quarters of the labour force. The services sector remains the largest sector of the
economy, though its share in total GDP has declined slightly from 45.5% in 2001 to 43.9% in 2010.
The shares of construction and manufacturing increased marginally over the same period. The
share of mining in GDP is still small even though the sector accounts for a significant share of total
export earnings. Relative to the country’s stock of mineral resources, the mining industry is under-
developed, characterised by low domestic technological capacity. The sector is heavily dependent
on imported inputs and has weak linkages with other domestic sectors. Activities and income from
small-scale mining are also not adequately captured in GDP data.

Growth Rates of Individual Sectors

Figure 3 presents the GDP growth rates by sector over the last ten years. Factors affecting each
sector are discussed in the following sections.

Agriculture

The growth rate in agriculture averaged 4.3% over the period 2001-2010. The rate of growth in 2010
was 4.2%, far below the MKUKUTA [ target of 10% by 2010. These results corroborate the findings
that poverty, which is concentrated in rural areas, has declined only marginally. Income poverty levels
remain unacceptably high. This trend indicates that much more needs to be done to address the
challenge of agricultural and rural transformation as a precondition for effectively addressing poverty
in the rural areas. Greater effort is needed to address long-standing constraints to rural development,
including increasing the productivity of land and labour in farm and non-farm rural activities through
utilisation of modern inputs, good quality extension services for smallholder farmers, expanded
irrigation, and measures to support the diversification of the rural economy.
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Figure 3: GDP Growth Rates by Sector, 2001-2010

18
A &
16 A A =
g 14 Y /\\
o 12
= /
2 .,10.2
s /
9] 8 < — ¢ ——
(o)) 6 7.9
~ b
o ~ D ~—
A L2.7
2 ® 15
0 T T T T T T T T T 1
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
—e— Agriculture —#— Manufacturing 4~ Mining and quarrying
—<—Construction —¥—Services Fishing

Source: Economic Survey 2010 (URT, 2011a)

Over the past nine years, production indices (relative to 1980/81) show variability in production
trends across major food and cash crops (Figures 4 and 5). Major food crops, except for wheat,
show a steady rise in production with the potential for gains far from exhausted.

Figure 4: Production Indices of Food Crops, 1999/2000 - 2008/09 (1980/81=100)
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Figure 5: Production Indices of Major Cash Crops, 1999/2000 - 2008/09 (1980/81=100)
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The potential export market for food crops should be integrated in the planning of future production, with
farmers assured of the “bulk” not residual of the export market price. By doing so, a proportion of the
harvests of food crops can become a reliable foreign exchange earner for farmers. Farmer associations
and cooperatives may be in better position to assert the rights of farmers and help them to improve their
bargaining position and achieve economies of scale. Moreover, essential facilities can be more easily
accessed through associations, including the bulk acquisition of inputs, technical support and credit.

Non-traditional crop exports, such as fresh fruits, vegetables and floriculture, should also be pursued
more seriously as way of diversifying exports.” To compete in global markets, Tanzania has to meet
export market standards, including quality grading and packaging, and applicable health and
environmental requirements. Export contracts must be honoured with timely delivery and steady
supply in order to build “goodwill”. Farmer associations will be important in this regard. For example,
associations such as the Tanzania Horticultural Association help in providing market information and
technical assistance to raise productivity and enhance the capacity of farmers to meet international
standards and quality requirements. Exploiting new opportunities in the agricultural sector can
generate much needed employment for rural women and youth, most of whom will not have attained
high levels of education.

The large-scale commercial farming sub-sector has only 1,206 holdings. Agriculture is still dominated
by small-scale farmers who operate between 0.2 to 2 hectares (URT, 2010a).2 About 70% of
farming is done using hand hoes, 20% by ox-ploughs, and 10% by tractors. Factors that have so far
constrained adoption of more advanced tools and machinery need to be tackled.

Besides crops, there is also huge potential to expand production in the livestock sub-sector. Tanzania
has 60 million hectares of rangelands suitable for grazing. The carrying capacity of this rangeland

1 Nissanke (2010) cites the 2006 Common Fund for Commodities (CFC) report, which points out the large, middle- income, resource-rich countries of Brazil,
Argentina, Malaysia and Thailand, and fast-growing Vietnam, as “commodity developers” that have exploited increased world demand for high-value-added
agricultural products.

2 Despite potential land, about 46% of rural households in Tanzania have insufficient land. This constraint varies significantly across regions. In Kilimanjaro and Arusha
regions, 70% of farming households have insufficient land against only 35% in Lindi and Mtwara.
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is 20 million head of livestock. However, during periods of drought the carrying capacity declines
considerably. Constraints to the development of the livestock sector include livestock diseases and
parasites, such as the tsetse fly, environmental hazards such as droughts and floods, and land use
conflicts, for example, between the use of water resources for agriculture and hydro power generation.

Fishing

Growth in the fisheries sector has substantially declined from 6.7% in 2004 to 1.5% in 2010 (the
lowest in ten years). lllegal fishing practices and trafficking of fish and fisheries products across borders
undermine sustainable development of the sector and its contribution to growth. Strengthened
aquaculture production and environmental conservation will be required to improve the growth of
the sector over the medium term. Constraints to small and medium-scale fishing activities, including
access to credit and knowledge of appropriate fishing practices, should be addressed.

Manufacturing

This sector grew from 4.8% in 2000 to a peak of 9.9% in 2008, before dropping to 7.9% in 2010;
a growth rate still well below MKUKUTA's target of 15% by 2010. The sector has not yet exploited
linkages with agriculture and the country’s natural resource base. The decline in growth rate over the
past two years is attributed to the global financial and power crises, which reduced private sector
participation and inflows of FDIs. The sector is constrained by high costs of doing business, which
emanate from the unreliable supply of utilities (water and power), lack of trained local manpower,
ineffective transport networks, and small domestic markets which face stiff import competition. The
business environment needs to be strengthened further to reduce the costs of doing business and
to enforce fair competition.

Mining and Quarrying

This sector grew at an average of 15% per year between 2000 and 2007, but growth dropped
steeply t0 2.7% in 2010. Production, and therefore, sector contribution to GDP remain low. The steep
decline in growth reflects the slowing pace of mineral exploration caused by the global economic
recession, which reduced aggregate demand beginning in 2008, as well as the drop in production
for diamonds at the Williamson Diamond mines. Despite the low growth rate, the value of mineral
exports increased mainly due to the rise in gold prices as consumers bought gold as a hedge against
the devaluation of currencies and losses in value of other financial assets.

The government, in collaboration with development partners, is implementing the Sustainable
Management of Mineral Resource Project (SMMRP) (2009/10 to 2013/14), aimed at strengthening
the mineral sector by:

Promoting adherence to the principles of good governance and transparency;

Strengthening linkages with other sectors;

Improving management of social, human settlement and environmental issues; and

Developing human resources including specialised training dedicated to mineral exploration,
processing, marketing, value addition, occupational health and safety, and environmental
management and protection.

Tourism

The sector contributes over 17% to GDP and nearly 40% of total export earnings, while supporting
over 700,000 direct and indirect jobs in the economy (URT, 2009a). Future earnings can be expanded
by improving the regulatory and policy environment, expanding infrastructure and encouraging
domestic demand. Tanzania needs to reduce the concentration of tourism activities in the northern
safari circuit by utilising more effectively its coastline for beach holidays and the southern circuits
for wildlife safaris. The government needs to implement reforms in a number of areas, including
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taxation, visa procedures, investment incentives, provision of essential tourism-related infrastructure,
and improving the skill levels of workers in the tourism industry and the efficiency with which they
conduct their businesses.

Closer backward and forward linkages of the tourism sector with the local economy can create
livelihood opportunities to reduce poverty. Better linkages will allow formal and informal businesses
to provide goods and services to the industry, for example, transport services, tours, souvenirs, and
local meat, dairy and produce to restaurants and hotels.

Household Income (Consumption) Poverty and Inequality

The most recent national data available on household income poverty rates are from the 2007
Household Budget Survey (HBS), which were reported in the 2009 PHDR (URT, 2009b). That report
also included an in-depth poverty analysis focusing on household consumption, income and asset
ownership based on the findings of HBS 2007 (see Chapter 2 of PHDR 2009).

The 2007 poverty estimates indicated significant economic growth since 2000/01 had not translated
into income poverty reduction. The proportion of the population below the basic needs poverty line
declined only slightly from 35.7% in 2000/1 to 33.6% in 2007, and the incidence of food poverty
fell from 18.7% to 16.6% over the same period. Poverty rates were highest in rural areas; the
overwhelming majority (74 %) of poor Tanzanians remained primarily dependent on agriculture. Since
2007, growth has more or less continued at the same pace except with a slight dip as a result of
the global financial crisis. Based on past trends and with a slight slowdown in the growth rate, it is
likely that the poverty reduction target under MKUKUTA | was not met and the country is off track in
meeting the Millennium Development Goals target of poverty reduction by 2015.

In response, the second phase of MKUKUTA (2010-2015) seeks to accelerate the reduction of
income poverty by adopting an inclusive growth strategy focused on productivity gains and decent
employment. A more detailed analysis of this shift towards inclusive growth is provided in Chapters 2
and 3 of this report, which explore productivity gains and the business environment as two key areas
through which growth can be made more broad-based.

Ensuring Sound Economic Management

Sound economic management promotes investor confidence, provides the foundation for sustained
growth, and fortifies the economy to withstand shocks. Efficiently managed budgets, tied to explicitly
agreed priorities for growth are essential elements of sound economic management. This goal of
MKUKUTA has the following indicators:

e Annual rate of inflation

e Central government revenue as a percentage of GDP

Fiscal deficit as a percentage of GDP (before and after grants)
External debt to export ratio

Exports as a percentage of GDP
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Inflation

Figure 6 shows the trend of inflation over the past ten years. Since 20086, inflation has been on a
steady upward trend. In the last three years, inflationary pressures have been intensifying with the
annual rate of inflation exceeding 10% in 2008 and rising further to 12.1% in 2009. The high inflation
rate in 2009 is largely explained by food inflation associated with low food production due to erratic
rains. The situation was made worse by food shortages in neighbouring countries. To a certain
degree, restrictive monetary policy has eased pressure on general prices to a degree. Overall, fiscal
policies have been directed at containing the growth of recurrent spending so as to limit deficit
financing, and at increasing public investment to ease supply constraints. Nominal money supply
and credit to the economy were held respectively around 20% and 15% of GDP. However, rising
transportation and fuel/electricity costs raise production and distribution costs of both agricultural
and industrial products.

Figure 6: Annual Rate of Inflation, 2001-2009
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As food items constitute 47.8% of the basket of goods for calculation of the Consumer Price Index
(CPI), an increase in food prices can significantly influence inflation.® Food inflation rate reached
14.5% in December 2009, down from 18.1% in October 2009. The average food inflation for 2009
was 17.9%, compared to an average of 12.7% in 2008. With a 2001 baseline inflation rate of 5.1%,
the MKUKUTA target was set at 4% by 2010. Clearly, this target has not been met.

Inflation signals whether or not the macro-economic environment is stable. High inflation reflects a
policy failure to manage excess demand relative to supply following a shortfall in aggregate output
due to various supply-constraints and a sustained rise in production costs. Failure to use national
food reserves to offset food shortfalls in the domestic food market has also contributed to high food
inflation. The limited integration of the food market in the country, largely due to deficits in infrastructure
and market development coupled with low productivity in agriculture, have combined to put upward
pressure on food prices. A sustained increase in money supply is also associated with a rise in the
general price level, and this may be a result of deficit financing when government spending exceeds
government revenue, particularly when that financing is achieved through printing money.

3 In the revised 2002-2010 series, food is allocated 55.9% (URT, 2011a, p.7)
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As a composite indicator, inflation impacts different economic agents differently (producers,
consumers, government, traders, investors, etc.). It hurts people on fixed incomes, such as wage
earners and retirees, since wages are not adjusted as fast to meet costs. Rising consumer goods and
input prices mean households and firms save less. In turn, reduced savings imply less investment
for future growth. Inflation risk discourages foreign investment; investor confidence is undermined
when an upward trend in prices limits the ability of investors to accurately predict future demand
for their products and profits. Financial institutions are also badly affected, as inflation eats into the
value of deposits and real returns (interest), and decreases the value of the country’s currency (via
exchange rates) relative to that of other countries, thereby disrupting the trade and competitiveness
of the country’s exports.

Domestic Revenue

Domestic revenue collection as a percentage of GDP increased steadily from 10.9% in 2000/01
to 16.0% in 2008/09, but declined slightly to 15.3% in 2009/10 (URT, 2010b, 2011a). Thus, the
MKUKUTA | target of 16.4% was not reached.

The dominant feature over the 2008/09 period was the shortfall in collections, in large part due to the
impact of the GFC, which led to a decline in demand and prices in the world market. Consequently,
there was a slowdown in economic activities and revenue collection, in particular, custom duties,
domestic excise duties, income taxes and non-tax revenue. The shortfall in domestic revenue
necessitated the government to borrow TZS 323 billion, equivalent to 1.2% of GDP from domestic
sources, through issue of a special bond.

A number of tax revenue sources other than income tax, VAT and import duties have been identified
but efforts to harness these options have been slow. A general improvement in the tax-payer
environment is vital since firms and individuals often complain of the manner in which taxes are
assessed and collected. Tax policy and practices related to formal and informal businesses can be
significantly improved by:

e Setting affordable tax rates and providing incentives to pay —i.e., aim at expanding the tax base
as a first option rather than hiking tax rates — so as to minimise risk of default and bring down the
high costs of collection and detection

e Enforcing fair-to-all punishment for non-compliance. Tax administrators must cease to harass
taxpayers, an issue commonly raised in “doing business” surveys.

e Minimising generous exemptions. Non-tax incentives for investors should be preferred over tax
incentives.

e Disseminating accurate and comprehensive tax information and education about the tax base,
rates, exemptions, and tax assessment computational methods to encourage compliance.

Further opportunities to mobilise domestic resources include the following:

Property Taxes

Most properties in towns and cities — commercial and residential — are not adequately taxed despite the
existence of property tax laws. The Ministry of Lands and Human Settlements and local government
authorities will be key players in enforcing property tax regulations in collaboration with the tax authorities.

Taxation of Informal Sector Enterprises

The precise size of the informal sector (estimated at between 50 and 60% of GDP) has been difficult to
establish.4 But fairness and equal treatment of enterprises in tax matters and access to public “indivisible

4 Schneider (2002), for instance, estimates it to be 58.3% of GDP in Tanzania.
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goods”, such as roads, schools and health facilities, are compelling arguments for actors in the informal
sector to contribute their share of taxes.

Non-tax Revenue

So far, the government earns less than 2% of GDP from non-tax revenue, such as fees, royalties and fines.
Non-tax revenue accounts for less than 10% of the total revenue collection per annum. On average, over
the period 1998 to 2008 the ratio of non-tax revenue to total government revenue was 9.1%, while non-tax
revenue to GDP ratio was 1.3%.5 Targets for improved collection of user charges include public utilities and
services, notably energy and water supply providers.

Non-traditional, Non-tax Sources of Funding
Avenues for non-tax sources of financing that have not been adequately utilised include:
e |nitial public offerings (IPOs) through the stock market to fund business operations, in particular,
public utilities
e | ocal loan syndication for government development projects, such as infrastructure, which need to
raise large sums of money. The necessary funds may be able to be raised more efficiently through a
consortium of banks rather than a single institution.
e Public-private partnerships (PPP) and build-operate-transfer projects, whereby a private entity
receives a concession from the government to design, construct, finance, and operate a facility
stated in the concession contract.

Fiscal Deficit

The level of fiscal deficit has continued to rise despite a relatively tight fiscal policy. Public expenditure has
increased from 15.1% of GDP in 2000/01 to 26.3% in 2009/10 (BoT, 2011). The gap between domestic
revenue and expenditure has also grown over time. The fiscal deficit before grants was estimated at
10.9% of GDP for 2009/10, in contrast with 4.3% in 2001/02. Over the same period, the fiscal deficit
after grants increased from 0.4% of GDP to 4.7% (2009/10), with a peak at 6.5% in 2008/09 (Figure 7).

Figure 7: Fiscal Deficit Before and After Grants as a Percentage of GDP, 2001/02-2009/10
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5 Osoro, Rutasitara, Aikaeli & Kibira (2010).
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Realising MKUKUTA goals of growth and social well-being has necessitated higher spending on
productive sectors, especially infrastructure, without compromising gains made in the provision of
social services, such as education and health. These social investments have also required both
capital development expenditures, for example, construction of classrooms and health facilities, and
recurrent spending on new staff.

The Government relaxed the zero limit on domestic borrowing as part of the fiscal stimulus package
in 2008/09 but has continued to restrain domestic borrowing for financing the budget deficit so as
to give room for the banking sector to expand credit to the private sector. The government has to
maintain fiscal discipline in order to enhance fiscal sustainability and progressively expand fiscal
space for priority investments.

While continuing its effort to mobilise additional revenue, the government has committed to enhance
expenditure efficiency. Such measures include:

e Improving resource allocations through the medium-term expenditure framework (MTEF);

e Better coordination in implementation of fiscal policies; and

e Promoting transparency and accountability in the management of public resources, such as the
establishment of audit committees in all ministries and value-for-money audits.

The impact of these measures, which aim to enforce fiscal discipline cannot yet be confirmed, especially in
light of the continuing high fiscal deficits. Ongoing expenditure efficiency measures must be pursued keenly,
by both government and independent fiscal policy analysts.

External Debt

Figure 8 illustrates a decreasing trend of external debt service as a percentage of exports from 9.4%
in 2000/01 to 1.4% in 2009/10.

Figure 8: External Debt Service to Export Ratio (%), 2000/01-2009/10
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Figure 9 presents data on the total external debt stock and annual percentage change in debt stock,
while Figure 10 shows the external debt stock as a percentage of GDP. In 2006/07, debt relief
under the Highly Indebted Poor Countries (HIPCs) and Multilateral Debt Relief Initiative Fund (MDRI)
considerably reduced external debt as a percentage of GDP (reflected also in the decline in the debt
to export ratio).
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The government continues to raise part of its funds through borrowing from concessional sources after
careful analysis of the risk associated with new borrowing. However, at the same time, total domestic
debt stock (borrowing from internal sources) has almost doubled from an average of USD 893 million
per year between 2000/01 and 2004/05 to an average of USD 1,678 million between 2005/06 and
2009/10. Caution is warranted to ensure that rising domestic borrowing does not squeeze the space

for private sector borrowing.

Figure 9: Total External Debt Stock (USD Millions) and % Annual Change, 2000/1-2009/10

9000 + + 30
8000 —+ 20
7000 + 10
«w 6000 +
c 0
il )
= 5000 o
& -10 8
Q 4000 -+ 2
) -20 @
3000 | o
2000 | -30
1000 + -40
0 -50

2000/01
2001/02
2002/03
2003/04
2004/05
2005/06
2006/07
2007/08
2008/09
2009/10

= External Debt Stock (million USD) ==O=Annual % change in External Debt Stock

Source: BoT, 2011, p. 266.

Figure 10: External Debt to GDP Ratio
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Exports and Imports

Exports as a percentage of GDP have increased from 14.6% in 2000/01 to 22% in 2009/10 (BoT,
2011). There is no specific MKUKUTA | target for this indicator, but the baseline for 2004 was 23.1%.
As noted in PHDR 2009, the overall increase in goods exported has been largely due to increased
exploitation of natural resources, especially minerals. More recently, exports of manufactured
goods and agricultural products have also increased. From 2008 to 2010, agricultural exports have
accounted for 15-21% of the value of total exports.

To increase the volume and competitiveness of exports, efforts are needed to diversify exports
beyond commodities (gold and agricultural products) and to expand trade destinations. Most of
Tanzania’s trade is with Europe, although the country has been importing proportionally more from
Asia in recent years.

Imports have also continued to increase, and at a faster rate than exports due to increasing demand
for capital and intermediate goods. Even though a higher level of imports for investment is essential
to support higher rates of growth, continued deterioration of the country’s balance of payments is
not sustainable if foreign financing is not forthcoming.

m Promoting Sustainable and Broad-based Growth

In MKUKUTA |, there are six indicators to assess progress towards the goal of sustainable and
broad-based growth. These include:

e Domestic credit to the private sector as a percentage of GDP

® Percentage increase in foreign direct investment

e |nterest rate spread on lending and deposits

e Unemployment rate

e Percentage of trunk and regional roads in good and fair condition

e Proportion of enterprises undertaking Environmental Impact Assessments complying with regulations.

Domestic Credit to the Private Sector

In recent years, the Government has restrained borrowing from domestic banks in order to make more
financial resources available to the private sector. Credit to the private sector has increased from an average
of less than 6% of GDP in 2002 to 17% of GDP in 2009 (Figure 11).

Figure 11: Domestic Credit to the Private Sector as a Percentage of GDP, 2001-2009
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In 2008, this rate went up to 18.4% following the intervention by the Government to rescue the
private sector from the effects of the GFC. Despite the upward trend of domestic credit to the private
sector, it remains low compared to that of other developing countries.

The decline to 17% at the end of 2009 is mainly attributed to the cautious attitude of banks in
extending credit to the private sector. This cautious stance towards lending to the private sector was
mirrored in an increase in holdings of foreign assets. The slowdown in bank credit was observed
mostly in agriculture, mining and quarrying, manufacturing and construction. Strong credit growth
was sustained in operations related to transport, communications, hotels and restaurants.

A regulatory framework to enable more potential borrowers to access credit has been put in place.
The National Microfinance Policy has supported the establishment of various types of microfinance
institutions (MFIs), including credit and savings institutions, credit only (not-for-profit) organisations,
microfinance banks and private banks. Other avenues include faith-based organisations and the
Presidential Trust Fund. Studies confirm that these credit facilities have had a positive impact on the
lives of the poor, who have been able to raise capital and expand their businesses. However, there
are limitations, which include the short grace period for loan repayment, collateral requirements (even
where group collateral is used), high interest rates and poor infrastructure, particularly the rural road
network, which has meant that most MFIs are located in urban and peri-urban areas, not in rural areas®.

In addition, the Property and Business Formalisation Programsnme (PBFP) in Tanzania (commonly known
as MKURABITA in Kiswahili) reveals that about 98% of properties are owned outside the legal system.
The programme seeks to assist property and business owners in the informal sector to use their assets
to access capital so as to expand their productive activities. The programme specifically aims “to bring
together, standardise and modernise the prevailing local customary arrangements dispersed throughout
the country”. In other words, to ensure that assets — which are held and exchanged outside the existing
formal, legal system — are adequately documented and standardised into universally accepted property
records amenable for monetary exchange or for use as collateral to access credit. This undertaking is
seen as critical in clearing the way for an improved business environment, particularly for poor property
owners and informal sector operators in rural and peri-urban areas.

Foreign Direct Investment

For the period 2000 to 2010, foreign direct investment (FDI) in Tanzania averaged USD 509 million
annually. As Figure 12 shows, FDI inflows increased between 2003 and 2008 (to a peak of USD 744
million). However, a steep decline in receipts of 25% was recorded in 2009 due to the adverse impact
of the GFC, which led to a postponement of foreign investments in Tanzania. Inflows recovered
slightly to USD 573.3 million in 2010, an increase of 2.7%.

6 See, for instance, Kessy & Urio (2006).
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Figure 12: Total FDI Inflows (in USD Millions) and Annual Percentage Change, 2001-2010
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To date, foreign inflows have been concentrated in mining and tourism, but Tanzania has great potential
to attract increased FDI in other sectors, including agriculture, infrastructure, communication and
natural resources. FDI also facilitates the transfer of new technology and business practices, which, in
turn, can help to improve local skills, generate employment, and expand markets for local produce. It is
important though that there be “selectivity” of FDI to ensure that the full benefits of FDI are realised by
developing linkages with the domestic economy and promoting joint ventures with domestic investors.
The ease of doing business is a further important factor for FDI inflows. Despite improvements in the
business environment, Tanzania does not perform well in the global investment climate and doing
business surveys. These issues are discussed in greater detail in Chapter 3 of this report.

Interest Rate Spread

As a result of financial sector liberalisation, the spread (gap) between average lending and savings
deposit rates declined over the first half of the 2000s. The lending rate dropped from 19.4% in 2001
to 14.5% in 2004, but has since stayed around 15% up to 2009. Over the same period, the savings
deposit rate dropped from 4.1% in 2001 t0 2.5% in 2004 (the lowest in the past nine years). For most
of the time, the savings rate has remained just under 3% (Figurei3).

The drop in the lending rate is a reflection of increasing competition due to entry of more commercial
banks. However, at about 15% over the past 5 years, the lending rate is still on the high side for
borrowers. The savings rate has hardly hit the 3% mark since 2002 and records for 2008 and 2009
do not suggest the savings rates are about to steadily rise. A rise in the savings rate is desirable to
encourage savings, while a lower lending rate would encourage private investment activities. The
spread indicates the extent of the challenge for financial development policy.

Apart from competition amongst financial institutions, the interest rate trends are attributed to the
decline in interest rates in the treasury bills market (which act as a benchmark to determine market
interest rates) and a decline in the rates at which the Bank of Tanzania lends funds to commercial
banks. The overall treasury bills rate declined from an average of 15.0% in 2007 to an average
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of 7.9% 2009 (BoT, 2011, p.249). The decline in the treasury bills rates was due to efforts by the
Government to reduce borrowing from the banking system and measures adopted by the Bank to
increase efficiency in the treasury bills market.

Figure 13: Interest Rate Spread Between Average lending and Savings Deposit Rates 2001-2009
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Source: Bank of Tanzania (2011, p. 266, Table A5.1)

To steadily narrow the interest spread there has to be reduction in the risks associated with lending
to the private sector. In support of this goal, the Bank is implementing measures directed at: i)
establishing credit reference bureaus, which will provide references on the creditworthiness of
borrowers; i) addressing weaknesses in the legal framework that obstruct realisation of land-based
collateral, including title deeds issuance and collateral registration; and iii) putting in place stronger
contract enforcement mechanisms.

Unemployment Rate

Tanzania’s labour force has been growing rapidly, outstripping employment opportunities. According
to the most recent Integrated Labour Force Survey (ILFS), which was conducted in 2006, the national
labour force expanded by 2.8 million people between 2001 and 2006, an increase of 16% over that
period. The ILFS 2006 estimated that 18.3 million Tanzanians were employed, of whom 9.0 million
were male and 9.3 million were female. Employment in agriculture declined from 84.2% in 2001 to
76.5% in 2006. The decline of employment in agriculture was due to the transfer of labour from
that sector to other economic activities (Table 1). In particular, employment in the informal sector
increased from 5.7 % of total national employment in 2001 to 9.3% in 2006, and employment in other
private sector activities increased from 2.4% in 2001 to 8.0% in 2006.
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Table 1: Employment Rates (%) by sector, 2000/01 and 2006 (as Per National Definition)

Sector 2000/01 2006

Male | Female Total Male Female Total
Central and local
government 3.0 1.5 2.2 3.3 1.6 2.4
Parastatals 0.8 0.2 0.5 0.5 0.2 0.4
Informal sector 6.7 4.6 5.7 10.4 8.2 9.3
Other sectors 6.7 2.1 4.4 11.5 4.2 8.0
Agriculture 80.7 | 87.6 84.2 72.9 79.9 76.5
Domestic work 2.1 4.1 3.1 1.4 5.5 3.5
Total 100 100 100 100 100 100

Sources: Integrated Labour Force Surveys 2000/01 and 2006

Overall, the unemployment rate decreased from 12.9% in 2001 to 11.7% in 2006, using the national
definition (Table 2).7 Under-employment increased from 5.3% in 2001 to 7.8% in 2006. Both
unemployment and under-employment vary by place of residence, age and gender. Unemployment
was much higher in urban areas than in rural areas. Unemployment in other urban areas is estimated
at 16.5%, against 7.5% in rural areas. However, rural areas suffer more from under-employment.
The unemployment situation is most critical in Dar es Salaam, which has an unemployment rate of
31.5%. The serious problem of high youth unemployment persists. The unemployment rate among
youth aged 15-34 years is 13.4%. Unemployment among young women (14.3%) is higher than
among young men (12.3%).

Table 2: Unemployment Rate (%) for Population Aged 15+ Years, by Gender and Residence, 2006

Dar es Salaam | Other urban areas | Rural | Total
Male 23.0 13.6 8.1 10.7
Female 40.3 19.2 7.0 12.6
Total (National definition) 1.6 16.5 7.5 11.7
Total (International definition) 21.2 6.5 1.7 4.7

Source: URT 20074a, p. 6

Under the first phase of MKUKUTA, the government aimed to create one million jobs by 2010. By
April 2010, a total of 1,313,561 new jobs had been created outside the agricultural sector, with the
majority being created in the private sector (URT, 2010m, p. 8). However, it is not clear how many
of these new jobs were in the formal sector and what percentage can be characterised as decent
jobs. According to the ILFS 2006 many of those who are working (87.7%) are engaged in vulnerable
employment.

7 The strict international definition for the unemployed is ‘persons without work, available for work AND actively seeking work’. The ILFS uses a national definition for
unemployment, which includes people who are not actively looking for work but are available for work and persons with marginal attachment to employment (not
sure of availability and income of employment the next day).
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The government has developed a number of policies and institutional arrangements to foster
productive employment and income generation.8 Specific national programmes to support
employment creation and private entrepreneurship — including the National Employment Creation
Programme (NECP), the Small and Medium Enterprise Development Policy, the Business Environment
Strengthening for Tanzania (BEST) programme, and labour law reforms — are ongoing. To improve
access to capital for small entrepreneurs, the Government, through the National Empowerment
Policy of 2004 also continues to extend credit guarantees to private sector and parastatal bodies.
Other empowerment initiatives include the Small Enterprise Loan Facility (SELF), Presidential Trust
Fund (PTF), and guarantee schemes for microfinance institutions managed by the Bank of Tanzania.
Additionally, the Tanzania Employment Services Agency (TaESA) commenced operations in 2007 to
provide employment services by linking job seekers to employers both locally and internationally. In
2010, the Agency assisted 6,645 people to get a job (4,398 males and 2,247 females) (URT, 2011a,
pp.114-115).

The mismatch between growth and poverty reduction, however underlines that greater efforts are
needed to ensure that future growth delivers better jobs for the people. During the period 2000-
2006, the employment elasticity with respect to GDP growth was about 0.6, suggesting that the
growth was not sufficiently employment-intensive. These trends have to be reversed by supporting
active labour market initiatives to promote decent jobs.

Trunk and Regional Roads in Good and Fair Condition

Table 3 presents comparative data on the road networks in Tanzania, Kenya and Uganda. Tanzania
is the largest country by area, but it has the least developed road network per square kilometre. The
network is sparse and, therefore, many areas remain inaccessible.

Table 3: Comparative Distribution of Road Network in Kenya, Uganda and Tanzania, 2007

Country Total area Entire network Paved network
(sq. km) (metres per sqg. km) (metres per sqg. km)
Kenya 582,648 264.9 15.2
Uganda 236,036 330.8 n.a.
Tanzania (Mainland) 881,000 96.5 S

Source: URT (2007b)

The lack of roads represents a major barrier to marketing products domestically and regionally, especially
in remote areas, where roads become impassable during the wet season. National food self-sufficiency is
also impaired, as surplus production in one part of the country cannot be quickly and efficiently transferred
by land to areas suffering shortages.

Improvement in the primary road network (trunk and regional roads) has been gradual. The percentage
of trunk and regional roads in good and fair condition has increased from 51% (good 14%; fair 37%)
in 2002 to 90% in 2010 (good 58%; fair 32%) (Table 4). The MKUKUTA | target of maintaining at least
15,000 km by 2010 was surpassed (URT, 2011a).

8  These include the National Employment Creation Programme launched in 2006, the Youth Development Policy in 2007, the new Employment Policy in 2008, and
the Decent Work Country Programme with ILO. The employment creation objective is mainstreamed in both Small and Medium Enterprise Development policy
and Private Sector Development).
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Table 4: Road Conditions in Tanzania, 2010

Type of Road Good Fair Bad Total

km % km % km % km
Trunk road
Asphalt 3,847.88| 75% 1,128.71 22% 153.92 | 3% 5,130.50
Non-asphalt 4,516.85| 59% 2,449.82 | 32% | 689.01 | 9% 7,655.68
Sub-total 8,364.73 | 65% 3,678.53 | 28% | 84293 | 7% | 12,786.19
Regional road
Asphalt 597.00 | 85% 98.28 | 14% 7.02 | 1% 702.00
Non-asphalt 10,152.38 | 52% 6,833.34 | 35% | 2,538.10 | 13% | 19,523.82
Sub-total 10,749.38 | 53% 6,9831.62 | 34% | 2,545.12 | 13% | 20,225.82

Grand total 19,114.11 | 58% | 10,5610.15 | 32% | 3,388.05 | 10% | 33,012.00

Source: URT (2011a), Table 15.1, p. 216

Roads are the “arteries” for the economy, and significant investment is required to maintain and
expand the country’s transport infrastructure — roads, railways and ports — as these modes are
interdependent. Funding, however, is a major obstacle for central and local governments. Maintenance
is severely constrained by lack of funds. Consequently, local roads are frequently in a very poor state.

Overall, there has been limited improvement in increasing the primary road network (trunk and
regional roads), with lack of funding being cited as the most binding constraint. While resources
are key, more attention should be given to construction of roads geared towards poverty reduction.
Firstly, building and maintaining rural roads should be a priority as these are critical for market
development. Secondly, more needs to be done to exploit the potential of labour- based technology
and in particular employment of local communities in road construction and other public works.

Environmental Impact Assessments

The available data from the National Environment Management Council (NEMC) show that the number
of projects undertaking Environmental Impact Assessments (EIAs) complying with regulations (issued
with EIA certificates) has increased from 8 projects in 2005/06 to 166 in 2010/11 (Figure 14). Over
the same period, only 11 projects were not approved (NEMC, 2011).
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Figure 14: Number of Projects Which were Issued with EIA Certificates, 2005/06-2010/11
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Like many other developing countries, Tanzania is expected to be increasingly affected by global
climate change. Warmer temperatures and changed precipitation patterns are likely to impact
agricultural production, and higher sea levels may impact coastal communities, including the cities
of Dar es Salaam and Tanga (See also Box 1). However, there are no indicators in MKUKUTA's
current monitoring system to capture information on the impact of climate change and interventions
to mitigate the impact.

Box 1: Climate Change and its Potential Impact on Tanzania’s Economy

In the last decade, adverse climatic events, such as the drought of 2005/06, have cost the
Tanzanian economy in excess of 1% of GDP per annum and affected millions of people
and livelihoods. But this may only represent a small proportion of the future economic costs
stemming from global climate change. While uncertain, aggregate models of climate change
indicate that net economic costs could be equivalent to a further 1 to 2 % of GDP per annum

by 2030.

Agriculture

The brunt of climate change is expected to be borne by countries with large agricultural
sectors in the tropics and subtropics, like Tanzania, where agricultural production is weather
sensitive and adaptive capacities are low. For example, under some high-emission projections,
where rainfall decreases by up to 15% and there is no adaptation, average maize yields could
decrease by up to 16% by 2030 (a loss of around 1 million tonnes/year) and 25-35% by 2050
(2 to 2.7 million/tonnes per year). Loss of agricultural production will exacerbate the incidence
of income poverty, food insecurity and malnutrition.
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Human Health

Climate change is likely to affect human health in Tanzania either directly, as with the effects
of heat extremes, or indirectly, for example, through changes in the vectors of transmission
for diseases. Observational data show that malaria is moving to higher elevations (where the
disease is currently limited by temperature). It has been estimated that treatment costs to
address the increased disease burden in Tanzania could be $20-100 million per annum by
2030, rising to $25-160 million per annum by 2050. These ranges reflect different climate and
development assumptions. Any increase in malaria and other diseases as result of climate
change will, in turn, reduce labour productivity.

Energy

Climate change will affect energy supply and demand. On the supply side, hydropower
currently provides 55% of the country’s power generation. This has already been affected
heavily by droughts in recent years. Reports by the World Bank estimate high costs (US$70
million) in using thermal generation plants (coal and gas) in drought years as well as reduced
economic growth of more than 1% of GDP due to electricity shortages. In addition, there
are projected impacts on thermal generation as increased temperatures reduce generation
efficiency. Initial analysis based on the 2030 grid mix estimates that this will lead to costs (at
current prices) of US$10 million by 2030. At the same time, business and household energy
demand for refrigeration and air conditioning are expected to increase significantly.

Water, Forests and Biodiversity

Water resources (availability and quality), forests and biodiversity are all expected to be severely
impacted by increasing temperatures, undermining health and livelihoods.

What can be Done to Mitigate the Impacts of Climate Change?

Significant funding is required to prepare for future climate change. Initial estimates to build
adaptive capacity and enhance resilience to respond to climate change range between US$100-
150 million per year. However, additional funding is needed to address existing vulnerability
to droughts and floods with a conservative estimate of an additional US$500 million per year.
Addressing these current risks and adaptation deficits is essential in reducing future impacts.
The cost of adaptation increases rapidly in future years. By 2030, financing needs of up to US$1
billion per year are reasonable, and potentially more if further accelerated development is to be
included.

Tanzania should further develop its national climate change strategy, towards climate-resilient,
low-carbon growth. An integrated strategy will encourage synergies and reduce conflicts, and
ensure that Tanzania can take advantage of opportunities from international negotiations. The
strategy must be linked to sectoral objectives with effective mainstreaming mechanisms for
implementation, monitoring, reporting and verification. As well as the current and intermediate
plans, climate change forecasts need to be incorporated in long-term strategies up to and
beyond 2030, including Vision 2025.

Sources: Adapted from Development Partners Group on Environment and Climate Change (2011);
Bezabihet al., (2010); and Antle (2010).
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Improving Food Availability and Accessibility

at Household Level in Urban and Rural Areas
Lack or shortage of food to sustain good health is a clear manifestation of extreme poverty. Thus,
food security at household level is a fundamental goal for any country in achieving sustainable

poverty eradication and development. There are four MKUKUTA indicators to track progress against
this goal:

e Food self-sufficiency ratio

e Proportion of districts reported to have food shortages

e Percentage change in production by smallholder households of key staple crops (maize, rice and
sorghum)

e Proportion of households who take no more than one meal per day.

Food Self-Sufficiency Ratio

The food self-sufficiency ratio (SSR) reflects the ability of national food production to meet demand. It
is defined as the percentage ratio of gross domestic production to gross domestic food requirement.
Based on aggregate national food production data from the Food Security Department of the Ministry
of Agriculture, Food Security and Cooperatives, the food self-sufficiency ratio (SSR) was 103% in
2009/10. The MKUKUTA target by 2010 was 119%. Nonetheless, the SSR trend indicates that the
country has been self-sufficient in food since 2005 with a peak in 2007 of 112%.

Districts with Food Shortages

Seasonal variation in food security among regions and districts is a common phenomenon in Tanzania
and elsewhere in developing countries. Normally, the districts that are prone to food shortages are
targeted for food aid from the National Strategic Grain Reserve (SGR) or external support.

Current data for the MKUKUTA indicator — the number of districts that suffer food shortages — are
not available. However, according to the Comprehensive Food Security and Vulnerability Analysis
conducted by the World Food Programme (WFP) between November 2009 and January 2010,
about 23% of all households in rural mainland Tanzania were food-insecure, i.e., they had poor
or borderline food consumption.? Households with poor food consumption were most prevalent
in Mtwara (20%), Manyara (17.6%) and Arusha (6.8%) (Figure 15). The highest prevalence rates
of households with borderline food consumption were Dodoma (37.8%), Morogoro (33.8%) and
Manyara (42.9%) (Figure 16). As both maps show, a geographical band of food insecurity runs from
the south-east of the country (Mtwara and Lindi) through the central regions (Morogoro, Dodoma
and Singida) to the northern regions of Arusha and Manyara. Acceptable food consumption, on
the other hand, was highest in the coastal regions of Dar es Salaam and Tanga, and in Mbeya and
Rukwa in the southern highlands.

9 Poor food consumption households had a mainly cereal-based diet with almost no animal protein and very little of any other food item consumed (vegetables just
3 days per week and pulses 2 days). Borderline consumption households had only a marginally better diet, eating pulses, vegetables and fruits approximately one
day more per week than poor consumption households.
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Figure 15: Map of Tanzania Showing Areas of Poor Food Consumption (% of Households)
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Figure 16: Map of Tanzania Showing Areas of Borderline Food Consumption (% of Households)
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Production by Smallholder Households of Key Staple Crops

According to the 2007/08 Agricultural Census Survey (ACS), the production by smallholder
households of key staple crops (maize, rice and sorghum) more than doubled to 7.4 million tonnes
from 3.5 million tonnes, reported in ACS 2002/083. This production level in 2007/08 represented 62%
of the target set in MKUKUTA | for 2010 of 12 million tonnes. Of note, the quantity of staple crops
produced per capita increased from 0.14 tonnes in 2002/03 to 0.25 tonnes in 2007/08, an increase
in production per capita of almost 80% (URT, 2010a).
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Households who Consume no More than One Meal a Day

Three periodic national surveys measure this indicator of food security: the Household Budget
Survey, Agricultural Census Survey (in rural areas only) and the Demographic and Health Survey.
The HBS 2007 estimated that 1% of households in mainland Tanzanian overall and 1.2% of rural
households consumed only one meal a day, with no change recorded since the HBS 2000/01 (URT,
2009c). New data from the ACS 2007/08 indicates that 2.3% of rural households consumed only
one meal a day as compared to 3.4% in ACS 2002/03, implying an improvement in food security in
rural areas between the two surveys (URT, 2010a).

However, results from the Tanzania and Demographic Health Survey (TDHS) 2010 indicate a reversal
in this positive trend. Overall, the percentage of households in Tanzania mainland, which usually
consumed one meal a day, increased to 2.8%. Rural households are far more likely to be food
insecure than urban households; 3.1% of rural households consumed only one meal a day compared
with 2% of urban households. Also, almost half (48%) of rural households reported consuming only 2
meals per day compared with 20% of urban households (NBS & ICF Macro, 2011).

e[ 1LY X ¥ H Reducing Income Poverty of Both Men and Women
in Rural and Urban Areas

In Tanzania, about three-quarters of the population depend on under-developed smallholder
agricultural production for their livelihood. Smallholder production is characterised by the use of hand
tools and traditional rain-fed cropping methods and animal husbandry. The widespread reliance on
small-scale agriculture is closely linked to household income poverty in Tanzania. The majority of
indicators for MKUKUTA's goals for reducing income poverty, therefore, relate to assessing progress
in improving the status of smallholder agriculture. The indicators are:

e Percentage of smallholders participating in contracting production and out-grower schemes

Total smallholder land under irrigation as a percentage of total cultivatable land

e Percentage of smallholders who accessed formal credit for agricultural purposes

Percentage of smallholder households who have one or more off-farm income-generating activities

e Percentage of households whose main income is derived from the harvesting, processing and
marketing of natural resource products.

Smallholders Participating in Contracting Production and Out-grower Schemes

The MKUKUTA indicator — smallholders participating in contracting production and out-grower
schemes —is a useful measure of improvement in the agricultural sector. Through participation, small-
scale farmers can access inputs and production technologies that they cannot afford alone. Both the
Agriculture and Livestock Policy of 1997 and the Agricultural Sector Development Strategy (ASDS)
of 2001 support the formation of growers’ and traders’ associations as one of the strategic options
for enhancing commercialisation of agriculture, improving household income and food security, and
addressing problems facing smallholder agriculture, especially their lack of access to technical and
financial services and markets.
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Data from the Agricultural Census Survey 2007/08 show that smallholder farmers participating
in contracting production and out-grower schemes increased from 0.1% in 2002/03 to 0.2% in
2007/08.10 This is still well short of the MKUKUTA | target for 2010 set at 1.3% (61,761 smallholders).

Small-holder Land Under Irrigation

Most irrigated areas in Tanzania are paddy fields cultivated by smallholder farmers with only a few
large-scale commercial farms. According to the ACS, total smallholder land under irrigation as a
percentage of total cultivatable land increased from 2.7% in 2002/03 to 3.2% in 2007/08. This
increase was too small to achieve the MKUKUTA | target of 13%.

The Economic Survey 2010 provides the latest information on irrigation services that benefit
smallholders (Table 5). In 2010, an additional 331,490 hectares were developed for irrigation, which
was estimated to benefit over 350,000 households.

Table 5: Irrigation Services for Smallholder Farmers, 2009 and 2010

Indicators 2009 2010 % change
Feasibility studies for irrigation (ha) 275,744 365,744 32.6
Construction and rehabilitation of irrigation

infrastructure (dams) 4 6 50
Hectares under irrigation developed 310,745 331,490 6.7
Number of households that benefited from developed

irrigation schemes 342,700 351,720 2.6
Formation and registration of irrigation groups 182 210 15.4

Training of farmers in sustainable use of water and
irrigation technology 300 510 70

Source: URT (2011a), Table 11.4, p.157

Strategies to increase the area under irrigation will continue to focus on developing new large-
and small-scale schemes while paying due consideration to the efficient use of water resources,
encouraging low-cost irrigation technologies and promoting rain-water harvesting.

Smallholders Access to Formal Credit for Agriculture

The proportion of smallholders who accessed formal credit for agricultural purposes increased from
0.32% in 2002/03 to 2.4% in 2007/08, based on the data from ACS 2002/03 and 2007/08. Although
the rate of increase for five years seems large, the proportion is still far below the MKUKUTA | target
of 10% by 2010.

Smallholder Households who Have One or More Off-Farm Income-Generating Activities

Data from the ACS 2007/08 show that households with off-farm income sources in rural areas
decreased from 26.6% in 2002/03 to 15.4% in 2007/08. In contrast to these data, the HBS 2007

10 This comparison is made for households who participated in production of annual crops and vegetables in long rainy season since the data for the same variable
for permanent crops in ACS 2008 was not recorded.
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found that the proportion of income derived from agricultural sources declined from 60% in 2000/01
to 50% in 2007, suggesting that rural households are now equally dependent on off-farm sources
of income as they are on income derived from farm production. The decline of the number of
households with off-income sources, as noted in ACS 2007/08, may reflect that the environment in
rural areas is not yet conducive for the majority of households to engage in off-farm businesses. But
for those households that have successfully diversified into non-farm activities, the contribution of
these activities to household income is relatively high.

m Provision of Reliable and Affordable Energy

A reliable and affordable power supply for producers and consumers underpins economic growth,
facilitates productive employment and contributes to quality of life. There are direct and indirect
benefits of electrification for the growth of enterprises (large and small) and for employment. Of all
registered enterprises with more than five employees, 82% are located in regions of Tanzania that
have access to the national grid (Table 6). Furthermore, the increase in the number of employees
hired by businesses in the period from 2007 to 2009 is 20 percentage points higher in regions with
electricity compared with regions without electricity. Businesses in regions connected to the national
grid grow far faster than those in regions that are not connected.

Table 6: Business Growth in Regions With or Without On-grid Electricity Access in Tanzania

Average percentage increase of employees in businesses, by size of business, 2007-09
No. of employees 5t09 10t019 | 20t049 | 50t099 |(100t0499| 500+ TOTAL
Regions with grid 66% 43% 37% 18% 13% 33% 52%
Regions without grid 51% 18% 13% 3% 1% 31% 32%
Percentage of businesses by size in regions with or without electricity, 2009
No. of employees 5t09 10to19 | 20t049 | 501099 |(100t0499| 500+ TOTAL
Regions with grid 81% 82% 85% 87% 88% 90% 82%
Regions without grid 19% 18% 15% 13% 12% 10% 18%

Source: Mwakapugi et al. (2010, p. 24)

Electrification, however, is still low and unreliable in Tanzania. Widespread power rationing began in
2006 following an extended period of severe drought that drastically reduced hydropower generation.
In recent years, rationing has become more regular, reflecting rapid expansion of demand for electricity
that outpaces Tanzania’s capacity to generate power. The national grid is the mainstay of power
transmission in the country but it still has limited coverage.

The specific indicators in MKUKUTA used to assess progress in the energy sector primarily measure
changes in household energy use. The indicators are:

¢ Percentage increase in the number of customers connected to the national grid and off-grid
sources of electricity

¢ Percentage of households in rural and urban areas using alternative sources of energy to wood
fuel (including charcoal) as their main source of energy for cooking

e Total electricity generating capacity and utilisation
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Since HBS 2007, no new national survey data are available. Hence, the current assessment of progress
uses information from other sources. Data provided by TANESCO (August 2011) show that the number
of customers connected to the national grid between 2002 and 2010 rose from around 450,000 to
790,000 (an increase of 75%). Connections to off-grid supply of electricity more than doubled over the
same period from 32,000 to 72,000 (Table 7).

Table 7: Number of Customers Connected to National Electricity Grid and Off-grid Supply
in Tanzania, 2002-2011

Connected to: |2002 2003 2004 2005 2006 2007 2008 2009 2010 % increase
(2002-10)
National grid | 450,685 | 489,661| 510,841 | 547,265 | 585,950 | 637,324 | 680,899 | 737,446| 790,448 | 75.4%
Off-grid supply | 32,136| 36,953| 40,022 | 44,880 | 49,360 | 56,172 | 60,125 | 65,582| 71,735|123.2%

Source: TANESCO data (August 2011)

According to the 2010 Tanzania Demographic and Health Survey, 14.2% of households in mainland
Tanzania are connected to electricity, with an extremely large disparity in coverage between urban
areas (45.4%) and rural areas (3.4%) (NBS & ICF Macro, 2011). The MKUKUTA target of 20% by
2010 was not met. Mwakapugi et al., (2011) cite the following reasons for the mixed performance
of the sector:

e |Limited generating capacity and reserve margins;

e Ageing infrastructure and inadequate investment in maintenance, rehabilitation and upgrading of
systems;

e High levels of system losses and poor supply (with voltage fluctuations and power outages) due
to ageing infrastructure;

e Sub-optimal operation of hydrothermal systems; and

e | ow tariffs relative to the operation and maintenance costs.

Sources of energy for cooking

Table 8 presents data from the TDHS 2010 on the energy sources used by households in mainland
Tanzania for cooking. Biomass sources of energy, principally firewood and charcoal, are the main
sources of energy for cooking in Tanzania. Overall, 95% of households use wood or charcoal for
cooking (83% in urban areas and 99% in rural areas).

Table 8: Sources of Energy for Cooking, Mainland Tanzania, by Residence (% of Households)

Type of fuel Urban Areas Rural Areas All Households
Electricity 3.8 0.2 1.1
LPG/natural gas/biogas 0.9 0.0 0.3
Paraffin/kerosene 9.4 0.4 2.7
Charcoal 62.2 6.3 20.7
Wood 20.7 924 73.9
Other 3.1 0.6 1.2

Source: TDHS 2010, pp. 24-5
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Data from the Agricultural Census Surveys confirm that almost all rural households continue to
rely on firewood and charcoal as their main sources of energy for cooking (98.7% in ACS 2002/03
t0 98.4% in ACS 2007/08). Over the same period, the proportion of rural households that used
alternative sources of energy for cooking has only increased from 0.9% to 1.6%. Data from the same
source found that paraffin is the fuel used most often for lighting by rural households. However, there
was a slight decline in percentage of rural household who depended on paraffin for lighting from
92.2% in 2002/03 to 90% in 2007/08. Over the same period, there was a small increase in the use
of electricity in rural households for lighting from 1.4% to 2%.

The MKUKUTA target of 10% of the population who use alternative energy sources for cooking
by 2010 is well out of reach. Greater efforts from the government and the private sector need to
be directed towards minimising the consumption of biomass sources of energy, for example, by
encouraging the use of fuel-efficient stoves and other technologies.

Electricity Generation and Utilisation

The data from economic surveys and TANESCO show that there has been steady upward trend of
actual electricity generation as percentage of potential capacity, with slight fluctuation in some years
(Figure 17).

Figure 17: Trend of Actual Electricity Generation as Percentage of Potential Capacity, 2001-2010
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The total generating capacity has increased from 5858.19 kWh in 2006 to 6889.91 kWh in 2010,
equivalent to an increase of 17.6% over the five years of MKUKUTA I. Over the same period the
capacity utilisation has increased from 3589.73 kWh to 5137.76 kWh, which is an increase of 43.1%.
These figures indicate that the increase in demand for electricity has exceeded the increase in power
generation, which leads to declining per capita consumption of electricity. This is confirmed by the
recent trend in average actual per capita consumption, which declined from 87 KwH in 2002 to
84KwH in 2008, while the potential per capita demand has been increasing.
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Table 9 shows the per capita consumption of electricity in Tanzania in comparison to other SADC
countries and Kenya from 2006 to 2008. The data clearly show that per capita consumption of
electricity in Tanzania is very low, which is further aggravated by unreliable power supply and sources.
Strengthening the energy sector in Tanzania is, therefore, a critical component in improving the
country’s investment climate to attract local and foreign investment.

Table 9: Electricity Consumption per Capita (kWh) for SADC Countries (2006-2008)

Country 2006 2007 2008
Botswana 1,418 1,465 1,603
Mozambique 453 472 461
Namibia 1,544 4,541 1,797
South Africa 4,797 4,938 4,769
Tanzania 69 82 84
Zimbabwe 1,003 1,022 1,022
Zambia 729 675 602
Kenya 148 151 155

Source: World Bank: http://data.worldbank.org/indicator/EG.USE.ELEC.KH.PC

WLV Yo S Gl Conclusions

Although most macroeconomic indicators show improvement and the economy has shown resilience to
shocks, Tanzania remains highly dependent on imported oil and technology as well as essential goods
such as medicines and, occasionally, food. Inflation has been a concern as it has been rising steadily
owing mainly to supply-constraints in domestic agricultural and manufacturing output. The fiscal deficit
has been widening but is still manageable. The biggest concern is that the high levels of economic growth
over the last decade have not translated into a significant decrease in the poverty rate.

Economic growth can drive broad-based and sustainable development and poverty reduction if
productive assets and employment opportunities can be extended to income-poor areas. This
calls for a shift from a “growth” to an “inclusive growth” paradigm. Investment is required to create
opportunities for people in remote and resource-rich rural areas so that greater dividends can be
realised from agriculture, tourism and trade. Increased support for the private sector to engage in
economic activities is also needed. In this regard, the business environment for investment requires
significant improvement. Public investments cannot be selectively used for high-return projects
to create the necessary physical infrastructure. The current power crisis has been a disincentive
for investors. Reliable power supplies are critical for rural growth and economic activities at the
household level through agro-processing and non-farm activities. Sustained investment in developing
and maintaining transport infrastructure such as roads, railways and ports, and expanding power-
generating capacity and electrification are critical for Tanzania to achieve its vision of becoming a
middle-income country by 2025.
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VLN TG | Improvement of Quality of Life and
Social Well-being

The two broad outcomes for Cluster Il are:
i) Improved quality of life and social well-being with particular focus on the poorest and most
vulnerable groups; and
i) Reduced inequalities (including in survival, health and education) across geographic areas,
income, age, gender and other groups.

Expanded access to, and delivery of, quality social services — notably education, healthcare, water
and sanitation — and the establishment of social protection mechanisms are vital to attaining these
two outcomes. Moreover, a well-educated and healthy population is central to achieving broad-
based and equitable growth (Cluster I) and sound governance (Cluster Ill). Indeed, the goals of
MKUKUTA's three clusters are mutually reinforcing.

To assess progress under Cluster Il, indicators under five supporting goals are examined:

Goal 1: Equitable access to quality primary and secondary education for boys and girls, universal
literacy among men and women, and expansion of higher, technical and vocational education

Goal 2: Improved survival, health and well-being of all children and women, and especially
vulnerable groups

Goal 3: Increased access to clean, affordable and safe water, sanitation, decent shelter, and a
safe and sustainable environment

Goal 4: Adequate social protection and provision of basic needs and services for the vulnerable
and needy

Goal 5: Effective systems to ensure universal access to quality and affordable public services.

Equitable Access to Quality Primary and Secondary
Education for Boys and Girls, Universal Literacy Among
Men and Women, and Expansion of Higher, Technical and
Vocational Education

The following gender-disaggregated indicators are used to assess progress in educational outcomes
for all Tanzanians:

e |iteracy rate of population aged 15+ years

e Net enrolment at pre-primary level

e Net primary school enrolment rate

¢ Percentage of cohort completing Standard VI

¢ Percentage of students passing the Primary School Leavers’ Exam (PSLE)
e Pupil/teacher ratio in primary schools

e Percentage of teachers with relevant qualifications

e Pupil/text book ratio

¢ Transition rate from Standard VIl to Form 1

e Net secondary enrolment
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e Percentage of students passing the Form 4 examination
e Enrolment in higher education institutions

Literacy

The level of literacy among the adult population is an indicator of national development. Without
literacy skills— the ability to read and write, do math, solve simple problems, and to access and use
basic technology — individuals are hampered in reaching their full potential as parents, citizens and
employees. Literacy is a pre-requisite for socio-economic and political development in any society.
Conversely, illiteracy and poverty are closely associated.

The primary sources of data on adult literacy in Tanzania are the periodic Household Budget Surveys
(HBS) and Tanzania Demographic and Health Surveys (TDHS). However, these surveys use different
criteria for assessing literacy and, therefore, the results are not directly comparable. HBS 2007 data
are based on reported literacy. Adults over the age of 15 years were asked if they could read and write
in any language. A person stating that he/she could read was considered to be literate. In the 2010
TDHS, information on literacy was collected from each individual who had not received post-primary
education or training. These respondents were asked to read from a card containing the following
sentences in Kiswahili and English: Parents love their children. Farming is hard work. The child is
reading a book. Children work hard at school. A person was considered literate if the person had post-
primary education or training, or was able to read all or part of a sentence in Kiswahili, English or both.

The TDHS 2010 found that 72% of women and 82% of men were literate (Figure 18). llliteracy, like
poverty, is concentrated in rural areas. Literacy rates in rural areas (66% for women; 77% for men)
were much lower than in urban areas (87% for women; 94% for men) (NBS & ICF Macro, 2011).
The results indicate that literacy rates have improved marginally for women since 2004/05 (from
67% to 72%), but less for men (from 80% to 82%) (NBS & ORC Macro, 2005). However, levels of
literacy among women still lag behind those of men by ten percentage points. Literacy rates also
vary markedly by region. In Lindi, 62% of women and 67% of men were literate compared with 91%
of women and 96% of men in Kilimanjaro region.

Figure 18: Percentage of Men and Women who are Literate, by Residence, 2004/05 and 2010
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Tanzania, therefore, did not meet the adult literacy target of 80% set under MKUKUTA |. Indeed, it is
difficult to understand the current levels of illiteracy in Tanzania. llliteracy was almost wiped out in the
1980s after Tanzania achieved almost universal primary education. Yet, 30 years later, iliteracy has
once more become prevalent, especially in rural areas.

Pre-primary Education

Two years of pre-primary education for children aged 5 and 6 years is part of the national formal
education system. Pre-primary education prepares children for primary school. Children learn to
interact with other children and with adults, follow set rules, pay attention to doing things on time,
and learn basic things like the alphabet and numbers. Children who go through pre-school find it
easier to adapt to the school routine when they join primary schools.

As Figure 19 shows, the net enrolment ratio (NER) in pre-primary, i.e., the proportion of five and six
year-olds who are enrolled in pre-schools, has risen from 25% in 2004 to 42% in 2011. This is a
significant achievement for the government. The majority of the children are enrolled in government
pre-schools; less than 10% are in private pre-primary schools. Slightly fewer girls than boys are
enrolled in pre-schools.

Figure 19: Net Enrolment Ratio in Pre-primary Schools, 2004-2011
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Source: Basic Education Statistics in Tanzania (BEST) 2007-2011 (URT, 2011b, p. 8)

Although more children overall are enrolled in pre-schools, there are significant regional variations in
the NER. For example, in 2011, 87% of 5 and 6 year-olds in Mwanza were in pre-primary schools
compared to only 14% in Dar es Salaam (URT, 2011b, p.7).

One of the major challenges for the development of pre-primary education is the lack of qualified
teachers. According to government standards, the pupil-teacher ratio (PTR) at pre-primary school
level should be 1:25. In 2010, for a total enrolment of 1,069,208 children in pre-primary schools,
there were only 10,899 teachers giving a PTR of 1:98. Of the 10,899 teachers, 9,369 (86%) were
qualified giving a ratio of 114 pupils per qualified teacher. Clearly, much remains to be done to
improve the access to and quality of early children education in Tanzania.
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Primary Education
Net Primary School Enrolment Rate

Substantial progress has been made in Tanzania in the last decade to increase enrolment in primary
schools. Following the introduction of the Primary Education Development Plan (PEDP) in 2001, net
enrolment increased significantly from 66% in 2001 to a peak of 97% in 2007 and 2008. However,
since 2008, the NER has steadily declined to 94% in 2011 (see Figure 20). This falling trend in
primary enrolment is of great concern.

Figure 20: Net Enrolment Rate in Primary Education, 2003-2011 (With MKUKUTA Target for 2012)
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To match the rate of population growth, an annual increase in Standard 1 enrolment of at least
3% would be expected. However, over the period from 2007 to 2011, the total number of children
enrolled in Standard 1 increased by less than 9,000 (URT, 2011b, p. 19), representing only a 0.6%
increase in total enrolments over the entire four-year period versus an expected increase of 12.5%.
In turn, the lower than expected enrolment in Standard 1 is reflected in lower than expected total
enrolment in primary schools. In 2011, it is estimated that nearly half a million 7 to 13 year-olds did
not enrol in school. Indeed, the data show that fewer boys were enrolled in primary school in 2011
than in 2007.

Gender Equity in Access to Primary School

Overall, gender parity in access to primary education has been achieved. As many girls as boys are
enrolled in primary schools. In 2011, the NER for boys was 93.7% compared to 94.2% for girls.
However, the NER varies across regions as shown in Figure 21. In Dodoma, for example, 15 out of
every 100 boys and 9 out of every 100 girls between the ages of 7 and 13 were not in school. In
Mwanza, on the other hand, nearly all children aged 7 to 13 years were in school.
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Figure 21: Net Enrolment Ratios for Primary School, by Region, 2011
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Commitment to the second Millennium Development Goal (MDG2) to achieve universal primary school
education requires that all children have access to basic education. To fulfil every child’s fundamental
right to an education, the government needs to ensure that the most vulnerable children are enrolled
and are supported to stay in school — the disabled, those living in remote areas, those engaged in
child labour, and children in families for which the direct and opportunity costs of attending school
are too high. See also Goals 4 and 5 of Cluster Il for analysis of the proportions of children with
disabilities and orphaned children who are attending primary school.

Percentage of Cohort Completing Standard 7

The MKUKUTA indicator “Percentage of cohort completing Standard 7” is defined as “the number of
children who completed Standard 7 expressed as a percentage of the total number of children who
commenced Standard 1 seven years earlier”. Figure 22 presents data for 2001 to 2011.
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Figure 22: Percentage of Cohort Completing Standard 7, 2001-2011
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In 2011, only 63 children out of every 100 who enrolled in Standard 1 at seven years of age completed
Standard 7 by age 13. This completion rate is much lower than the MKUKUTA target of 90%. The
overall survival rate to Standard 7 — which includes students that finish Standard 7 but who repeat
one or more grades along the way — was marginally higher at 66% for 2011.

These data paint a worrying picture; one-third of all children dropped out of school before they had
completed their primary education. In 2011, 76,246 children dropped out of school and nearly half
of these children left before completing four years of education (URT, 2011b, p. 31). It is likely that
these children will not have attained basic literacy and numeracy skills.

There are many reasons for children dropping out of school. BEST data show that the majority of
children dropout because of “truancy”. However, truancy masks many push factors that lead to
children dropping out of school. Perhaps the most common factor is the institutionalized violence
in schools. A recent study on violence against children in Tanzania aged less than 18 years showed
that 53% of females and 51% of males reported physical violence by a teacher (UNICEF et al.,
2011). Nearly 4 in 10 females reported experiencing sexual violence while at school or when going
to school. Specifically, 15% reported that at least one incident occurred on the school premises and
23% reported an incident that occurred while travelling to or from school.

Given the high level of sexual harassment and violence that girls face, it is not unexpected that a
number of girls drop out of school due to pregnancy. In 2011, 1,056 girls dropped out of primary
schools because of pregnancy, but this is likely to be an underestimate. Pregnancy among girls
is reported as early as in Standard 4 when girls would be 11 or 12 years old (URT, 2011b, p. 31).
Although sex with minors is a criminal offence, few cases are reported to the authorities.

Of additional note, 2.6% of all children in primary school in 2011 repeated a class. The repetition
rate is particularly high in Standard 1, where nearly 100,000 children repeated (URT, 2011b, p.
31). There is no evidence internationally to show that children who repeat do well after repetition.
However, there is every chance that these children get discouraged and eventually drop out of
school. Encouragingly, the repetition rate in primary schools has dropped markedly from 4.9% in
2007 following changes in education policy, in particular the elimination of Standard 4 examinations.
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Percentages of students passing the Primary School Leaving Examinations (PSLE)

Figure 23 shows that the proportion of children passing the PSLE has fluctuated around
50% over the last four years. In 2010, 53.5 % of children who sat for the PSLE passed
(URT, 2011b, p. 36), still lower than the MKUKUTA target of 60%.

Overall, girls tend to perform more poorly than boys. In 2010, 48% of girls compared to 59%
of boys passed. This reduces the chance for girls to be selected for secondary education,
a key barrier to higher levels of educational access and achievement for girls.

The national figures mask regional disparities. In Kigoma region, 52% of the boys and only
27% of the girls passed. On the other hand in Arusha, 72% of the boys and 69% of the girls
passed the PSLE. In all regions, except in Kilimanjaro, boys outperform girls. In Kilimanjaro,
more girls (64.1%) than boys (60.6%) passed the PSLE. This trend has been consistent
since the PSLE started publishing results. It is not clear why girls in Kilimanjaro should
outperform boys when in all the other regions girls perform poorly (URT, 2011b, pp. 37-38).

Figure 23: Percentage of Children Passing the Primary School Leaving Examination,
2001-2010
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Pupil-Teacher Ratio (PTR) in Primary Schools and Percentage of Teachers with
Relevant Qualifications

The pupil-teacher ratio is a good indicator of the government’s commitment to the quality of education
that children receive. Ratios since the commencement of the PEDP show that teacher training and
recruitment have not kept pace with the increases in enrolment in primary schools, but class sizes
have stabilised in recent years.

In 2011, the PTR in primary schools was 48:1 but this is still much higher than the recommended PTR
of 40:1 proposed by the MoEVT. Positively, the percentage of teachers with relevant qualifications
has been steadily improving up from 86% in 2008 to 97% in 2011, which exceeds the MKUKUTA |
target of 90% by 2010. The proportion of female teachers has also been steadily increasing. In 2011,
51% of all primary teachers were women (see also Box 2).

46



CHAPTER | CLUSTER Il GOAL 1

Even though the PTR is improving, the distribution of teachers between regions, districts and schools
has been a problem in the sector for many years now. In Dar es Salaam, the PTR and Pupil per
Quallified Teacher Ratio (PQTR) were 37:1; in Kilimanjaro, both ratios were 34:1. In marked contrast,
the PTR in Tabora was 59:1 and PQTR was 65:1.Classes in Tabora in 2011 had almost twice the
number of pupils as classes in Kilimanjaro. Variations are even greater among and within districts
(URT, 2011b, p. 39). In particular, remote rural areas have trouble recruiting and retaining teachers,
particularly female teachers, which can have an effect on girl’s attendance and achievement.

To achieve the recommended PTR of 40:1, the Ministry will require an additional 39,852 teachers.
However, this in itself will not resolve the problem of teacher deployment. On the whole, urban
districts tend to have lower ratios than rural districts. Policies and incentives need to be devised to
attract teachers to work in rural schools.

Currently, teacher colleges offer diploma and certificate courses. Given the shortage of teachers
in secondary schools, most of the diploma graduates will likely teach in secondary schools. The
total number of students graduating from teachers’ colleges with a Grade A certificate in 2010 was
12,569 (URT, 2011b). If the level of graduates remains the same and the attrition of teachers is taken
into account, it will take four years to bring down the PTR to 40:1.

Box 2: The Impact of Female Teachers

There is considerable debate among educators on the need for having teachers of both sexes,
and the effect of gender disparity in teaching staff on the participation and performance of
pupils. Large gender disparities in teaching staff appear to have an impact on educational quality
and the demand for education, particularly among girls (UNESCO, 2000). Female teachers can
provide positive role models for girls, especially in rural areas where there may be few other
educated working women. UNESCO (2003) found that the proportion of girls enrolled in primary
school is affected by the proportion of female teachers in the workforce. Where proportions of
female teachers were low (20% or less), only seven to eight girls enter primary schools for every
ten boys. The effect the presence of female teachers has in class on girls is difficult to evaluate.
There have not been any studies that show how the participation level of girls in classroom
discussion is affected by the presence of female teachers.

As detailed above, more than half of primary school teachers in Tanzania are now women.
However, female teachers are not deployed equally between districts and schools. A study
showed that the proportion of female teachers varied widely among districts. In some districts,
such as Meatu, only 28% of the teachers were women. In some urban centres, such as Moshi,
Kinondoni and Morogoro, more than 80% of the teachers were female. In Meatu, 40% of the
110 schools surveyed did not have a single female teacher. Many of the schools where there
were no female teachers also had a high pupil-teacher ratio. Such schools are normally located
in remote areas. Female teachers are often reluctant to work in rural areas because of the lack
of appropriate housing (Sumra, 2006).
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Pupil to Textbook Ratio

No national level data are available for this indicator in BEST 2011. However, the Education Sector
Performance Report (ESPR) 2009/10 reports the findings from a monitoring exercise carried out
in 15 regions of mainland Tanzania. The review found that the average pupil-textbook ratio varied
widely from school to school, from subject to subject, and from one LGA to another. In almost all
surveyed LGAs and schools, the ratio was alarmingly high. The range across subjects was between
5:1 and 67:1.

There are different contributing factors to this situation. The complexity and lack of oversight in the
allocation, distribution and utilisation of funds were identified as major weaknesses in the financing
of the education sector. As the ESPR 2009/10 relates:

“The grant allocation system consists of a complex mix of formula and discretionary grants which
creates a challenge for many councils in managing their execution of their education budgets.
The budget guidelines did not clarify fully to what extent grants transferred were earmarked
for a specific purpose and/or the actual amount to be transferred to schools with councils
making different interpretations in terms of how the grants were to be allocated and used...
Some councils were not able to utilise the grants in full due to weaknesses in administrative and
financial management capacity, some used part of the education grants for a different purpose
or sector and in some councils the transfers of capitation and development grants to schools
did not reach the schools with the full amount with losses observed in transfers from the council
bank accounts to school bank accounts.” (URT, 2010e, p. 166)

In particular, the supply of textbooks in primary schools relies on funds through the capitation grant
(CG). The capitation grant of TZS 10,000 per student represents a significant share of non-wage,
school-level resources, variously used for purchase of textbooks, other teaching and learning
materials, school rehabilitation, school-based examinations and general school administration. The
ESPR 2007/08 indicates that 40% of CG funds are to be used for textbooks (URT, 2008a, p. 22).

However, in 2009/10, only TZS 39.9 billion of the TZS 80 billion of capitation grant (CG) funds were
disbursed from the central government to LGAs. Based on this figure, the average total CG per pupil
for 2009/10 was TZS 4,738, less than 50% of the CG per student (URT, 2010e, p.46). Moreover,
there are no standardised procedures for the disbursement of funds from LGAs to primary schools.
Amounts disbursed depend on the allocation decisions and management procedures of individual
councils, which create significant disparities in resources allocated between councils and between
schools within a council. In turn, the final application of funds to address school needs depends on
the decision-making, financial management and governance systems in individual schools.

Given the extremely limited availability of textbooks indicated by the latest ESPR, systems of financial
management and oversight at all levels from central government through to schools need to be
rationalised and strengthened to ensure that budgeted funds reach all schools and are appropriately
utilised. The educational outcomes for Tanzanian children will depend upon ensuring transparency
and accountability in the allocation and application of funds (see also Box 3).
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Box 3: Are Tanzanian Children Learning?

Although Tanzania has made much progress in increasing access to primary education,
serious concerns persist about the quality of education that children receive. A recent large-
scale survey examined basic skills among 120,000 children aged between 7 and 13 years.
The children were assessed on Kiswahili and English literacy and on numeracy. The tests were
based on Standard 2 curricula (Uwezo, 2011). The findings of the survey were shocking.

e Seven out of ten children in Standard 3 were not able to read a simple Kiswahili story. Even
by Standard 7, two out of ten children were unable to read the Kiswahili story.

¢ The situation for English literacy was worse. Nine out of ten children in Standard 3 and five
out of ten children in Standard 7 were unable to read a simple Standard 2-level story in
English.

e Seven out of 10 children in Standard 3 and two out of ten children in Standard 7 were unable
to do simple Standard 2-level math problems (additions, subtractions and multiplications).

These findings clearly indicate the urgency to improve the quality of tuition, which, in turn,
will depend on the increased and equitable deployment of qualified teachers and resources
to all areas of the country. If children do not develop the basic literacy and numeracy skills by
the end of Standard 2 then their future education and livelihood opportunities are severely
jeopardised. Of further concern is the lack of English literacy among children joining secondary
education. How will children who cannot read basic English be able to cope with the English
medium of instruction in secondary school?

Secondary Education

Transition Rate From Standard 7 to Form 1*'

The transition rate from Standard 7 to Form 1 — the percentage of children who sat the PSLE that
were selected for enrolment in government secondary schools — rose dramatically from 12% in
2002 to 60% in 2006, the year that the Secondary Education Development Programme (SEDP)
commenced. Since then, the transition rate has fallen to 45% in 2010.

By sex, fewer girls than boys are selected to join Form 1. In 2010, the transition rate for girls was
46% compared with 56% for boys. The transition rates also vary substantially by region. In 2010,
only 38% of children who sat for PSLE in Mbeya were selected for Form 1, compared with 66% in
Arusha (URT, 2011b, p. 33).

Net Enrolment Ratio in Secondary Schools (Forms 1 to 4)

Tanzania has taken great strides to increase enrolment in secondary schools. As for primary
education, the specific MKUKUTA [ indicator for enrolment in secondary schools is the net enrolment
ratio (NER) — the proportion of children between the ages of 14 and 17 years who are enrolled in
lower secondary school (Forms 1 through 4). As shown in Figure 24, the NER has steadily increased
from 6% in 2002 to 35% in 2011. Despite this impressive achievement, secondary enrolments still
fall short of the MKUKUTA target of 50%.

21 PHDR 2009 reported data on the transition rate for all Tanzanian schools (government and non-government). To reflect the progress in public education for this
indicator, the transition data in PHDR 2011 are for government schools only.
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Figure 24: Net Enrolment Ratio (%) in Secondary Schools, 2002-2011
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Data on total enrolments in secondary school reveal more clearly the dramatic increase in children’s
access to secondary education over the last decade (Figure 25). In 2007, the total number of
students enrolled jumped by 53%, perhaps an unmatched increase in any developing country when
over 300,000 new students were enrolled. Since then, the rate of enrolment growth has declined. In
2011, 9.2% more students were enrolled in Forms 1 through 4 than in 2010.

Figure 25: Total Enrolment in Secondary Schools (Forms 1 to 4) and % Annual Change in
Enrolment, 2001-2011
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Despite the increases in total enrolment, the proportion of female students enrolled has not kept
pace with boys. In 2011, 45% of secondary students were girls. Of the 1.7 million students in Forms
1to4in 2011, only 5,008 were students with disabilities (or 0.3% of the total enrolment). Clearly, the
majority of children with disabilities are unable to access secondary education.

Access to secondary education has always been valued by parents and students as a way to escape
poverty. It is therefore surprising that the proportion of students dropping out is increasing. In 2010,
over 65,000 students dropped out of secondary school, or 4.2% of total enrolments, compared with
just over 18,000 students in 2007, or 1.9% of total enrolments (URT, 2011b, p. 78). As for primary
school, truancy is the main reason reported for students dropping out of secondary schools. In
2010, 72.7% of the students dropped out because of truancy. But again it is not clear why a student
becomes a truant. The incidence of pregnancy in secondary schools is much lower than in primary
schools and negligible in higher classes.

Percentage of Students Passing the Form 4 Examinations

Figure 26 shows that the pass rate in the Certificate of Secondary School Examinations (CSEE) has
fallen significantly after rising for a number of years. In 2011, 50% of the students who sat for the
CSEE passed the exams, but only 11% were Divisions 1 through 3 passes. A student needs pass at
Divisions 1 to 3 to be selected for higher education.

Figure 26: Percentage of Students Passing the Form 4 Examinations (CSEE) by Division, 2000-2010
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Higher Secondary School (Forms 5 and 6)

To be eligible for admission to universities and institutions of