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Executive Summary

1. This report uses various definitions of the agricultural sector to present a public
expenditure review from 2017/18 to 2019/20.

This report presents the Public Expenditure Review (PER) of Tanzania's agricultural
sector (including crops, livestock, forestry, and fishery) over 2017/18-2019/20. Data
was collected from both government (central and local levels) and donor sources,
classified and analysed from July to October 2021 to identify the trends and
composition of agricultural spending, and assess its alignment with stated policy
priorities.

This PER follows the methodology and framework of FAO-MAFAP for monitoring
and analysing food and agricultural policies (FAO, 2015). Different definitions of
agriculture are used in the report, with additional coverages for various users.
Public expenditure is thus analysed: (i) for the core sector, following the COFOG+
definition; (ii) for an enlarged definition of the sector, including agriculture-specific
expenditures (COFOG+) and agriculture-supportive expenditures (including rural
roads, rural energy etc.) (FAO-MAFAP methodology); (iii) for Agricultural Sector
Development Programme Phase Il (ASDP ll), the primary agriculture policy
framework in Tanzania.

2. Agricultural expenditures increased but remained at about a fifth of the CAADP
target over the period

The overall level of allocations to agriculture (COFOG+) increased in absolute and
relative terms over the period. In nominal terms, spending on agriculture (as
defined by COFOG+) increased from TZS 585 billion in 2015/16 to TZS 846 billion
in 2017/18 and TZS 970 billion in 2019/20 in nominal terms. Over the period, 75%
of the budget was channelled through the central and 25% through the local levels.

Agricultural spending is meagre than the CAADP target of committing 10% of the
national budget to the agricultural sector. Agriculture allocation (COFOG+)
represented 2.7% of national budget in FY 2017/18 (up from 2.6% in 2015/16),
2.6% in 2018/19 and 2.9% in 2019/20. Over the period 2005/06 to 2015/16,
budget allocation to agriculture fluctuated between 1.4% and 4.5% of the national
budget. It is also small compared with the agricultural GDP (3.8% over the period).

3. The funding gap represents a large half of the budget, but execution levels are
high.
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A significant budget level was unfunded: the funding gaps reached 47% in
2017/18, 35% in 2018/19 and 46% in 2019/20 at the central level, with an average
of 43% over the period. However, they were much higher on the development
allocations (63%).

Central ministries and institutions reported high execution rates, except for the
Irrigation Commission (73%) and the Ministry of Agriculture (92%).

The same trends are found at the ASDP Il level. While the approved budget was
TZS 445.5 billion (2018/19) and TZS 489.7 billion (2019/20), the total released funds
were TZS 243.8 billion (2018/19) and TZS 288.8 billion (2019/20). The average
funding gap was 43%. However, the rate was 99.1% and 72.8% on the execution
side in the first and second years.

Project earmarking and off-budget financing modality have remained the
dominant form of funding activities, contrary to the spirit of the ASDP I
programming document. More effective coordination through collaborative
planning, monitoring and evaluation would attract more resources and facilitate
alignment with sector objectives.

4. Foreign aid likely represents between a quarter and a third of public agricultural
expenditures.

Access to accurate and harmonized data on off-budget expenditures is a
challenge. The ASDP Il National Coordination Unit (NCU), created in 2019,
increasingly coordinates data collection on foreign aid to the sector. However,
gathering information for off-budget activities over the 2017/18-2019/20 period
proved challenging, and the data collected is likely incomplete, with quality
concerns.

Findings suggest that off-budget foreign aid covers a significant part of resources,
about one-third of public agricultural spending. The data collected shows that off-
budget financing has been increasing from TZS 192.5 billion in 2017/18 (23% of
agricultural allocation), TZS 250.2 billion in 2018/19 (30%) and TZS 349.1 billion in
2019/20 (36%). A couple of large projects drive these trends, and they mask the
fact that significant donors have reduced their commitments over the period.

ASDP Il gets support from the development partners, and after two years, it
amounts to 15% of the expected contribution over five years. ASDP II's original
budget includes TZS 7,368.7 billion from donors over 2017-2028. Contribution
currently amounts to 15% of expected funding, with a particular lag on the
“Sustainable Water and Land Use Management” component of ASDP Il. Early
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analysis conducted in the PER points out a need for improved geographical
targeting of projects to enhance impact.

5. Public agricultural spending remains focused on recurrent budget, while
development budget remains limited.

Public spending increasingly focused on the recurrent budget instead of the
development budget. The shares of agriculture (COFOG+) recurrent budget were
56% in FY 2017/18, 58% in 2018/19 and 56% in 2019/20. The development budget
represented 44% in FY 2017/18, 42% in 2018/19 and 44% in 2019/20. In addition,
over the period, the development budget allocation planned by the local level
(LGAs) collapsed from TZS 47.1 billion in FY 2017/18 to TZS 6.4 billion in FY
2019/20.

The cooperatives sub-sector does not have a development budget. The review
period shows that the cooperatives sub-sector, as represented by the Tanzania
Cooperatives Development Commission (TCDC), did not include any development
expenditures in its MTEFs. This means TCDC has no projects to implement in the
cooperatives sub-sector.

6. Public spending in agriculture targets public goods, with a significant focus on
infrastructure.

Analysis of budget composition shows that most spending supports institutions
and general support. Over the period, institutions (administration costs) received
21.1% of the agricultural budget, public support of 57.7% and agents (transfers to
producers and consumers) 21.2%. The latter's share has been decreased
significantly in the absence of a national subsidy program. However, its share has
been increasing over the period under review because of allocations to state-
owned enterprises (ASA for seed and TAFICO for fisheries).

General support for agriculture (COFOGH+) is primarily targeted for infrastructure,
marketing, and storage. Allocation to infrastructure increased from TZS 50.7 billion
to TZS 68 billion over the three years. It included off-farm irrigation (72.1%), feeder
roads (1.7%) and a whole range of other infrastructures (26.3%) such as charcoal
dams, animal dips, drying platforms, and livestock health facilities.

While Tanzania provides low support to its agricultural sector (COFOG +), it invests
significantly in its supportive environment through additional rural infrastructure.
The analysis of public allocation to agriculture in its broader sense (FAO-MAFAP
definition), including rural energy, rural roads, water supply and sanitation, reaches
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TZS 2.028 trillion in 2017/18, 1.842 trillion in 2018/19 and 1.941 trillion in 2019/20.
This level of resource allocation into agricultural support is on average twice as
much as what was spent on the sector itself.

7. Expenditures are low on agricultural research and climate change adaptation

Agricultural research represented less than 5% of agricultural expenditures. On
average, over the period, expenditures on agricultural research only reached 15%
of the “Khartoum Target” for research in Africa (which commits to allocate 1% of
agricultural GDP to research).

Data was specifically collected to analyse investments that could contribute to
climate-smart agriculture, which turned out to be very low. More budgeted
activities target agroforestry (53.4%), conservation agriculture (19.2%), knowledge
and capacity building (17.4%), pasture management (5.8%) and grazing
management (3.6%). Together, they represent about 1.1% of all agricultural
spending (COFOGH).
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8. Policy Recommendations

The agricultural public expenditures review for 2017/18-2019/20 leads to the
following recommendations:

. Turn agriculture into a growth engine by prioritizing investments in the sector,
particularly investments in development expenditure.

Agricultural growth in Tanzania requires long-term structural investments,
facilitating inclusive growth catering to over 75% of the population. This would
need development expenditures to exceed recurrent ones in terms of sectoral
allocation. The downward trend of development expenditures at the local level
mainly concerns the sector's mid to long-term transformation, potentially reversing
progress made through past investments. While an overall increase in public
spending is necessary for Tanzania's agricultural sector, fiscal space remains scarce.
Therefore, agricultural spending is of utmost importance to provide as much value
for money as possible. Further analysis is thus recommended to assess the
effectiveness of public expenditure in critical strategic areas for Tanzania's
agricultural growth.

. Focus spending on high-return areas and commodities

Improving the targeting of spending over space will help increase value for money.
There is a need to assess the criteria for the spatial distribution of funds between
regions and agro-ecological zones. For instance, investments in irrigation for both
large-scale and small-scale farms could be targeted in specific areas and crops
beyond paddy rice, such as cotton and tea. Targeting could also be improved on
commodities that support sector growth, ensure food security and resilience to
climate change.

. Invest for the future: boost agricultural research and extension services and
gear up climate change adaptation

Expenditures on research and extensions services have been shown to have the
highest returns on investments to boost productivity. A change of strategy to foster
innovation at all levels in Tanzanian agriculture and food value chains would boost
growth and foster value and job creation. Future development will also closely
depend on the capacity of the whole sector to adapt to climate change, expected
to hit hard the country and undermine agricultural productivity in the mid to long
term. In the upcoming decade, significant investments are needed for Tanzania to
meet this challenge.

. Improve on and off-budget reporting to inform decisions better
Data collection proved to be challenging for off-budget and the local levels.
Understanding how much money is allocated to the sector at the local level is core
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to improving returns of public funding and improving targeting. There is a need to
develop and harmonize the systems and databases that capture agricultural sector
data to provide efficient and effective means to build evidence-based guidance for
the sector.

. Improve funding coordination to support government priorities and ASDP ||
For Tanzania to meet its ambitious development goals and transform its agricultural
sector into a growth engine, all partners must pull in the same direction.
Strengthening coordination mechanisms and ensuring complementarities between
on and off-budget projects implemented at the district level with District
Agricultural Development plans (DADPs) will thus be critical. Revitalising a basket
fund to support ASDP Il could be highly relevant to the strategies to do so.

. Decide on the consistency of using a specific PER methodology

Past PERs were based on high-level analysis using functional form data on the
Government expenditures. This year, PER was based on FAO-MAFAP
methodology with a detailed breakdown into four levels of analysis. There are other
methodologies to undertake PER in the agricultural sector; hence, the decision is
required to select and apply methodology consistently to benefit from comparative
indicators. An alternative approach is to develop the country's own PER
methodology to respond to local needs.

e Develop mechanism on data gathering for PER and sector usage

Tanzania has conducted PER on the agricultural sector over several years; however,
data collection has been a challenge and time-consuming. It is recommended that
a data gathering mechanism and archiving database be developed to enable lite
PER to be conducted every year and in-depth PER to be worked every three years.

e Set a realistic target for sector allocation with a marginal increase each year.
Many African countries found it challenging to allocate resources up to 10% of their
national budget to the agricultural sector. Therefore, it is recommended that
strategic decisions be made to step up allocation with a realistic target of 5% in a
five-year timeframe. This means the target to step up the budget to 3.3%, 3.7%,
4.3%, 4.6%, and 5% can be achieved in the next five years.

e Carry out further studies to support PER results

Further analysis is thus recommended to assess the effectiveness of public
expenditure in critical strategic areas for Tanzania's agricultural growth. The
additional studies proposed include agricultural public expenditure impact
assessment, support for farming mechanisation, and agro-processing.
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1 BACKGROUND AND CONTEXT

1.1 Introduction

This is a report of the public expenditure review on the agricultural sector in
Tanzania. The report was prepared by the Joint
Agricultural Sector Review (JSR) Technical Team
with the support of two consultants, Selemani Omari
(Lead Consultant) and Dr Hussein Nassoro (Assistant
Consultant). The  two consultants  were

commissioned by FAO UN, through the Monitoring

and Analyzing Food and Agricultural Policies
programme (MAFAP), to support the JSR Technical
Team in Tanzania to undertake the assignment for
the fiscal years 2017/18-2019/20. The World Bank Group provided additional
support, both financial and technical, towards the completion of this exercise. The
Government tasked the Joint Agricultural Sector Review (JSR) with two
components of the assignment, i.e., Agricultural Sector Review (ASR) and Public
Expenditure Review on Agricultural Sector (PER). This report is for the second
component of the assignment, i.e., Public Expenditure Review on Agricultural

Sector, simply been referred to in this report as PER.

Almost 20 years from the Maputo Declaration (2003), many African countries
struggle to meet the commitment of 10% of national budget allocation to food and
agriculture (FAO, 2021). Most reviewed literature pointed out that investments in
the agriculture sector have a significant impact on the nations’ economies
compared to other sectors in terms of economic growth, employment, rural
livelihood, food security, and poverty reduction. However, the level and quality of
investment are critical; hence, the need for PERs to provide evidence-based
information to decision-makers. The Public Expenditure Review analyses public
spending data from government and donor sources to assess the alignment
between expenditure patterns within the agriculture sector and stated policy
priorities. This study follows the last agriculture PER, conducted in 2017 and
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covered two fiscal years, 2014/15 and 2015/16. This current PER study covers a
three-year budgetary period from 2017/18 to 2019/20.

1.2 Study aim

The African countries who are members of the African Union (AU) implement the
Comprehensive Africa Agriculture Development Programme (CAADP) through its
various interventions and projects that include National Agriculture Investment
Plans (NAIPs). In the case of Tanzania, it is the “Tanzania Agriculture and Food
Security Investment Plan” (TAFSIP, 2011). TAFSIP was ten years (2011-2021) plan
implemented under the Agriculture Sector Development Programme (ASDP). The
AU, through CAADP, has opted for specific monitoring mechanism approaches to
the programmes and projects on agriculture in Africa, which are Agriculture Sector
Review (ASR) and Public Expenditure Review on Agriculture (PER). Therefore, ASR
and PER are part of the monitoring mechanism as approved by the leaders and
heads of African countries under the Maputo Declaration (2003) and reiterated in
Malabo Declaration (2014).

Therefore, the AU has supported the implementation of a monitoring mechanism
to track agriculture public expenditure in Africa and help African states uphold their
commitments to the declarations. The importance of monitoring agricultural
expenditures also falls in line with the willingness of donors and partner countries
to enhance aid effectiveness by improving accountability and overall public
financial management practices. Tanzania has been conducting agriculture PER
and ASR for several years, with a large amount of data and experience available in
the past. The key aim of PER has never changed, that of contributing to improved
policies, implementation performance, and impact on agricultural expenditures
(World Bank, 2011). PER has two dimensions that of level and composition of the
public spending. An analysis of coherence will complement key dimensions with
policy objectives, execution rate, timeliness, efficiency, and returns on

expenditures to further assess public expenditures' quality.

ASR and PER are both crucial tasks to inform, among other issues, the progress on
implementation of the Malabo Declaration on Accelerated Agricultural Growth and

Transformation for Shared Prosperity and Improved Livelihood under CAADP. PER
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and ASR will contribute to Tanzania’s submission to the Third Biennial Review

Report on implementing the Malabo Declaration (Biennial Review 2022).

1.3 Agriculture Sector

The backbone to the African Union (AU) efforts to achieve economic integration
and development in Africa is the New Economic
Partnership for Africa’s Development (NEPAD),
adopted in 2001. The NEPAD program aims at
promoting development in a variety of fields,
including Agriculture and Food Security. The
Comprehensive Africa Agriculture Development
Programme (CAADP) was adopted in 2003 through
Maputo Declaration and reiterated in 2014 through Malabo Declaration.

The Malabo Summit reconfirmed that agriculture should remain high on the
continent's development agenda and is a critical policy initiative for Africa's
economic growth and poverty reduction. Among the vital commitment resolved in
Malabo Summit are the following: uphold early commitment to allocate at least
10% of public expenditure to agriculture, and to ensure its efficiency and
effectiveness; ensure that the agriculture growth and transformation process is
inclusive and contributes at least 50% to the overall poverty reduction target; and
ensure that by 2025, at least 30% of farm, pastoral, and fisher households are

resilient to climate and weather-related risks.

As in many African countries, Tanzania's agricultural sector has been a priority since
independence in 1961. There have been political statements and declarations on
the agriculture sector, including the famous Iringa Declaration 1974, “Siasa ni
Kilimo”, literally means “politics is agriculture”. The agricultural sector is a
backbone of the Tanzanian economy with significant contributions in economic
facets such as 61.5% of total employment, 30% of total foreign currency earnings
from exports, 65% of industrial sector raw materials, and food and nutrition

security.

Tanzania is implementing the second Agriculture Sector Development Programme
(ASDP 1l) as an economical vehicle for the sector's development. The duration of
ASDRP Il is ten years (2017-2028). The main objective of ASDP Il is to transform the

agriculture sector (crops, livestock, and fisheries) towards higher productivity,
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commercialisation level, and increase smallholder farmer income for improved

livelihood, and guarantee food and nutrition security.

1.4 Report structure

The remaining part of this PER report is presented in the sections described briefly

below:

. Section 2: This section presents the scope and methodology to undertake
the PER assignment. The section highlights the area of the assignment, as
stipulated in terms of reference (ToR), together with the methods adopted

by the consultants and JSR Technical Team and data sources.

. Section 3: This section depicts the public agriculture expenditure level
regarding the amount of money allocated and spent in the agricultural
sector. Also, it provides indicators to assess the level of expenditures

relative to the national resources, such as GDP and total spending.

. Section 4: This section reflects the quality of public expenditures in
agriculture, that is, composition. Composition answers the question:
"where is money spent in agriculture?”. It provides a breakdown of
components of expenditures into critical areas to assess the quality of

investments.

. Section 5: This section provides information on other aspects of the
quality of public expenditures that include funding gaps, execution rates,
returns on investments, climate-smart agriculture, and rural development

support.

. Section 6é: This section provides public expenditures analysis on the ASDP
Il program, highlighting its programming structure, resources allocations,

and program execution over two years.

. Section 7: This section provides a summary and recommendations based
on issues that emerged from the PER. The summary is presented as key

findings and recommendations focused on policy issues.
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2 METHODOLOGICAL APPROACHES

2.1 General approach

Tanzania has been conducting agricultural sector PER and ASR over several years
| with a large amount of data and experience
i available in the past. The key aim of PER has
never changed, that of contributing to the
| improved policies and  implementation
performance and impact on agricultural
M expenditures (World Bank, 2011). PER has two

dimensions that of level and composition.

Qualitative attributes of public expenditures complement those key dimensions.
The features include analysis of coherence with policy objectives, execution rate,
timeliness, efficiency, returns on expenditures to assess the quality of public
expenditures further. The general methodology has been a participatory
mechanism of the Government, development partners, and stakeholders with the
support of the technical team known as the Joint Agricultural Sector Review

Technical Team.

2.2 Methodology

2.2.1 Description

There are several methodologies that monitor and analyse agricultural
expenditure, which can be used for public expenditure reviews (PERs). Examples
of these methodologies include AgPER, ASTI, BOOST, IDS/CRS, GEA, FAO-
MAFAP, and SPEED (FAO, 2015). One common theme of all the methods is the
presentation of the expenditures data by different dimensions. In this PER, the
terms of the reference are clear that an outline framework shall be FAO-MAFAP
methodology, which will also incorporate data presentation as per the dimension
of COFOG+ and ASDP Il. MAFAP public expenditure on agriculture monitoring
and analysis methodology forms part of the broader MAFAP methodology for
monitoring and analyzing food and agricultural policies (FAO, 2015). It was
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adapted from the OECD PSE methodology. The FAO-MAFAP methodology
follows the four-level analytical approach to classification, whereby the first level is
either expenditure is agriculture-specific expenditures or agriculture-supportive
expenditures. These two types of expenditures are broken down into three other
groups: agent/sector, categories, and sub-categories (see Figure 2.1 below). These
classifications can further be integrated with different dimensions such as the
source of fund, distribution, and sub-sectors and others to produce numerous
indicators and metrics to measure agriculture performance in technical efficiency
(TE) and allocation efficiency (AE).

Figure 2.1: FAO-MAFAP methodology framework

AGENT/SECTOR

Transfers Production
to producers subsidies

Transfers Transfers Input subsidies
to agents to other agents

Income support
Transfers

to consumers Other support

Agriculture-specific Administration N
expenditure costs Food aid

. Cash transfers
Agriculture

re rch School meals

Technical
assistance Other support

Training

Extension
services

Inspection Feeder roads

Agriculture off-farm
infrastructure irrigation

Storage/public Other
stockholding

Marketing

Other support

Rural education

Roads
Rural health Water
Agriculture-supportive and sanitation
expenditure Rural Eme
infastructure ey

Other Other
rural support

Source: MAFAP, 2015.
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2.2.2

Pros and Cons

Table 2.1 below summarises the pros and cons of the FAO-MAFAP methodology

in undertaking public expenditure review on the agricultural sector in Tanzania:

Table 2.1: Pros and Cons of FAO-MAFAP Methodology

Pros Cons

Provide a detailed breakdown of the
public expenditures into four levels of

analysis beyond functional form.

There is a guideline to support the
and

expenditures.

analysis classification  of

Used by many countries in Africa, with
the support of FAO UN;

comparative analysis can be made

hence

among countries.

The methodology is used for the first
the

comparison

time in country; hence, no

for many indicators
presented in this report. Training is
required by the technical team prior to

undertaking the assignment.

the

institutional category (administration

There is no breakdown of
costs); hence tricky to understand

institutional set-up and overheads.

There is no breakdown of categories
"agricultural marketing”, agricultural
research”, "extension services”, and

“transfer to other agents”.
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2.2.3 Classification Assumptions

Despite the existence of FAO-MAFAP classification guidelines, mapping and
classification require certain assumptions on expenditures incurred by agricultural
institutions with data in aggregate form. Table 2.1 below summarises the

classification assumptions made in this report.

Table 2.1: Pros and Cons of FAO-MAFAP Methodology

Institution Split Rate | Components

Agricultural Inputs Trust 50% e Administration
e Farm Support
Agricultural Seed Agency 33% e Administration
e Farm Support
e Marketing
LGAs (Personal Emoluments) 50% e Administration
e Extension Services
National Food Reserve Agency 33% e Administration
e Farm Support
e Marketing
Agricultural Boards 25% e Administration

e Inspection

e Marketing
e Training
Rufiji Basin Development Authority 25% e Administration

e lrrigation

e Farm Support

e Land Management
Tanzania Official Seed Certification Institute | 33% e Administration

e Marketing

e Inspection
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Institution Split Rate | Components
Tanzania Smallholders Tea Development @ 50% e Administration
Agency

e Farm Support

2.3 Data Used

The data used in this PER was fetched from both secondary and primary data
sources. Therefore, the availability and quality of data depend on the goodness of
the methodology and quality of data collection systems used by implementing
institutions. PER is about data analysis; therefore, any PER methodology is only as
good as the quality of the underlying data available. Carrying out detailed
classification and mapping, access to detailed data on both budgeted and actual
expenditures is important (FAO, 2021). One major factor preventing better
evidence-based policy support to governments is the limited coverage of highly
detailed public expenditure data. In some countries, the focus of thorough data
maintenance is on budget, while actual expenditures are highly aggregated and
difficult for composition analysis. Models and tools that are developed to provide
evidence-based information to policy-makers are data-demanding and require not
only estimates of total spending on agriculture but also a detailed breakdown of

these expenditures.

2.3.1 Consolidated data

On its official website, the Ministry of Finance and Planning (MoFP)
(www.mof.go.tz,) uploads several valuable revenue and expenditures data. The
team extracted data for the three fiscal years 2017/18-2019/20 from the audited
consolidated financial statements (URT, 2019-2021). The trends show both revenue
and expenditure items were positively growing for the period of PER, though at
different growth rates. The data extracted from the audited consolidated financial
statements are on a cash basis, as the Government also presents the same year's
results on an accrual basis as per International Public Sector Accounting Standards
(IPSAS). This aggregate national data for the public expenditure shown in the

audited consolidated financial statements are compared with data collected in PER.
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2.3.2 Socioeconomic data

In terms of the socioeconomic data, there are several published reports reviewed
that contain relevant data and information for this PER, that include Monthly
Economic Review (BoT, 2021b), Quarterly Economic Reviews (BoT, 2021a) and
various statistical data from the National Bureau of Statistics such as population
projections (NBS, 2018); Households Budget Surveys (NBS, 2019); and national
statistic figures (NBS, 2020). The PER consulting team used the latest published

reports from these institutions between June and October 2021.

2.3.3 Budget and actual data

The detailed agricultural activities data were extracted from the medium-term
expenditures framework (MTEF) books of the agricultural sector institutions in
Tanzania (Refer to Appendix B). These institutions include the Agriculture Sector
Lead Ministries (ASLMs) and non ASLMs, together with independent institutions
with agricultural components in their budgets for FYs 2017/18 to 2019/20. The
institutions are from both the central and local levels. Data were collected from 15
central agencies, 26 Regional Secretariats (RSs) and 184 Local Government
Authorities (LGAs). Each of 184 LGA has two agricultural sector departments:
Agriculture, Irrigation and Cooperatives Department; and Livestock and Fisheries

Department.

The Regional Secretariats operate as central agencies, while LGAs are local
agencies. The detailed budget data provided information on the mapping and
classification as per the methodology outlined in this report. However, the MTEF
books have limitations in giving actual expenditures of the same activities.
Therefore, a summary template was prepared and completed to obtain the
institutions' released funds and actual spending. The template was developed to
capture aggregated expenditures on personal emoluments (PE), other charges

(OC) and development expenditures (DEV) from each agricultural agency.
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3 LEVEL OF PUBLIC EXPENDITURES

The level of public expenditure is a phenomenon that refers to spending related

: ?r o . to agriculture that was budgeted and spent by public
institutions. Public funds are budgeted and spent to
deliver specific outcomes to the public that include
households, firms, and communities. PER analyses the
allocation and management of public expenditures to
. determine if the desired strategic budgetary results of
the Government are being achieved. It is an integral
part of outputs and outcome-based budgeting. The
first assessment of the PER process is a determination of how much has been
allocated and spent during a specific period. The question of how much is vital to
assess the public expenditures by comparing the levels in the agricultural sector
versus other economic and social sectors. Also, classes provide a framework to
measure the relative importance of the agriculture sector to the total national
allocations and gross domestic product (GDP) of the country.

3.1 Total Expenditures

3.1.2 Summary of Allocations

Table 3.1 below summarises the total agricultural budget allocations in nominal
terms, based on four different definitions as described above. The total budget
allocations range between TZS 846.4 billion and TZS 2,290.8 billion.

Table 3.1: Total Allocations Summary (TZS billion)

2017/18 2018/19 2019/20
Definition 1 (COFOG+) 846.4 843.7 970.4
Definition 2 (COFOG+ and Off-Budget) 1,038.9 1,094.0 1,319.6
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Table 3.1: Total Allocations Summary (TZS billion)

2017/18 2018/19 2019/20
Definition 3 (MAFAP) 2,028.9 1,842.4 1,941.7
Definition 4 (MAFAP and Off-Budget) 2,221.5 2,092.7 2,290.8

3.1.2 Trends on Budget Allocations

Based on the first definition of the agricultural sector (COFOG+), the trend on
budget allocations on nominal terms shows a slight growth of 7% per annum’,
between 2017/18 and 2019/20 (see Figure 3.1). Reflecting on real terms, the
budget allocations growth CAGR was 6% per annum. The conversion of the

nominal terms into real terms values was based on GDP deflator inflation of 1.6%
(2018), 1.1% (2019) and 1.1% (2020) as reported by the MoFP (June 2021).

Figure 3.1: Trend on Budget Allocations (Def 1 - COFOG+)
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Figure 3.2 below shows the trend on budget allocation based on the second
definition (COFOG+ and off-budget allocations). The trend shows budget
allocation growth CAGR at 12% per annum, an increase that was contributed by
off-budget included in determining total budget allocation as per second definition
(COFOG+ and off-budget).

Figure 3.2: Trend on Budget Allocations (Def 2)
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3.2 Proportions to Allocations

The first metric to measure the adequacy of resources allocation to the agricultural
sector is the proportion of the resources from the national budget in a period.
Figure 3.3 shows the trend in ratios of agriculture sector resources allocation
(budget) to national total resources allocation for the three years. The level of
funding was 2.7% in FY 2017/18, 2.6% in FY 2018/19 and 2.9% FY 2019/20 based
on the first definition (COFOG+). Between 2005/06 to 2015/16, the allocation to
the agricultural sector in Tanzania ranged between 1.4% and 4.5% of the national
budget. As a share of the national budget, the sector budget increased from 2.6%
in 2015/16 to 2.9% in 2019/20. The agricultural sector's increased resource
allocation significantly came from forestry management and transfers to public
agencies. The current level of resources allocation is below 25% of the targeted
CAADP rate of 10% of the national budget.
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Figure 3.3: Proportions to National Budget
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Source: Data from MoFP, calculations by consultant

3.3 Proportions to GDP

Other measures in assessing the level of agricultural sector allocation of the country
are proportions of its budget share relative to the national GDP and its agricultural
sector GDP. These two measures are highlighted in sub-sections 3.3.1 and 3.3.2
below based on the first definition (COFOG+).

3.3.1 Relative to National GDP

Figure 3.4 shows the trend in proportions of agriculture sector resources allocation
(budget) to the national gross domestic product (GDP). Relative to the national
GDP, agricultural sector budget allocation was 0.7% of the national GDP in all three
years, i.e., FYs 2017/18 to 2019/20.

Figure 3.4: Proportions to national GDP

2017/18 2018/19 2019/20

Source: Data from MoFP, calculations by consultant
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3.3.2 Relative to Agriculture GDP

Figure 3.5 shows the trend in proportions of agriculture sector resources allocation
(budget) to the agriculture sector GDP for the three years. Relative to the
agricultural sector GDP, the resources allocation to the sector range between 3.6%
and 3.9%. The trend is fluctuating, been 3.8% in FY 2017/18, 3.6% in FY 2018/19
and 3.9% in FY 2019/20.

Figure 3.5: Proportions to agriculture GDP

2017/18 2018/19 2019/20

Figure 3.6 below shows the trend of the agricultural sector share to the national
budget over 14 years. The highest achieved allocation was 4.5% in FY 2012/13,
and the lowest was 1.4% in FY 2006/07. The current PER period has among the
lowest share of budget allocations being below the simple average of 3.0% over
the 11 years (2005-2015).

Figure 3.6: Share of agricultural allocation to national budget
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3.4 Concluding Remark

The agriculture orientation index (AOI), as reported by UNCTAD (2016), is a
measure to show the extent to which government expenditures on agriculture
reflect or not the importance of agriculture in the overall economy. The AOI, which
is used to track Sustainable Development Goal, SDG indicator 2.a.1, measures the
government contribution to the agriculture sector compared to the sector’s
contribution to GDP. The calculated Tanzanian AOIs were 0.14 (2017/18), 0.14
(2018/19) and 0.16 (2019/20), which were above the Sub-Saharan African countries
with an average AOI of 0.13 (FAO, 2021). The target is to have an AOI measure
above 1.0.

The importance of investing in the food and agricultural sector as an engine for
economic growth, employment creation and poverty reduction are widely covered
in extensive studies (Wangusi and Muturi, 2015; Sers and Mughal, 2018; FAO,
2015; Temu et al., 2016; Ayoub and Mivumbi, 2019). It should be noted that
between 2005 and 2020, Tanzania has not achieved CAADP 10% target. Figure 3.7
shows the allocation of selected African countries based on the share of the
agricultural sector allocation to the national budget between 2004 and 2018. None

of the countries reached 10%, except Malawi and Mali.

Figure 3.7: Agricultural sector share allocation, nominal terms 2004-2018
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4 COMPOSITIONS OF PUBLIC EXPENDITURES

Section 3 focused on how much was spent on the agriculture sector. This section

v A | B details the composition of public agricultural
} expenditures. Various economic studies have
shown that not all public expenditures into the
agricultural sector contribute positively to the
| growth and provides returns relative to the
quantities of resources invested. However,
understanding where money is spent is as
critical, as the quality of public agricultural
expenditures matters nearly as much as its
quantity. Therefore, assessment of the
composition of the agriculture sector expenditures is of paramount importance to
the PER to provide evidence-based information to support the policy-makers in
directing the resources into more productive areas of the agricultural investment in
the country.

During the analysis of expenditure data, one wants to present data structured by
different dimensions. Therefore, the PER data compilation must be detailed. In this
PER, the detailed data were obtained for the budget, i.e., resources allocation in
which composition analysis can be done. Through composition analysis,
performance indicators were derived and presented to reveal more insights into
the sector resources allocation, alignment with policies and efficiency in
implementation. The compositions dimension presented in this report is not
exhaustive but provides a general picture of the sector resources allocation based

on mapping and classification methodology adopted.
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4.1 Budget Type Analysis

The budget in Tanzania is structured under two components of recurrent
expenditures (REC) and development expenditures (DEV), which means projects
and programmes. Based on the first definition (COFOG+), Figure 4.1 shows the
trend of the two budget items, recurrent vs development, during the review period.
The share of the recurrent budget was 57%, while the development budget was
43%, the average of three years, i.e., 2017-2020. The patterns of resources
allocation among the three budget types revealed no significant changes among
the two kinds of budget. For all three years, the development budget allocations
were below the level of the recurrent budget. Growth and development in the
agricultural sector require long-term investments, whereby development
expenditures exceed the recurrent, especially during the initial stage of

transformation in the country.

Figure 4.1: Trend in Recurrent vs Development (TZS billion)
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4.1.1 Recurrent Expenditures

The recurrent budget comprises two items, personal emoluments (PEs) and other
charges or operating costs (OCs). Recurrent budget composition shows higher
personal emoluments (PEs) than the other charges (OCs) for the three years. PEs
was an average of 57% of the total recurrent budget compared with the 43%
average of OCs. The shares of OCs relative to the entire agricultural budget
allocations were 24%, 26% and 23% for FYs 2017/18 to 2019/20, respectively.
Long-term investments require more operating costs than personal emoluments;
hence, more allocation should increase the OCs. It should be noted OCs also
include capital expenditures and other operating costs of the agricultural agencies,
including services delivery cost, extension services, agricultural research and

others.

Figure 4.2: Trend in Recurrent Budget (TZS billion)

2017/18 2018/19 2019/20

Page | 19



FINAL REPORT
Public Expenditure Review on Agricultural Sector

4.1.2 Development Expenditures

Total development budget allocations were TZS 370.9 billion in FY 2017/18,
decline to TZS 357.3 billion in FY 2018/19 and grew to TZS 427.7 billion in FY
2019/20. The three year-period has exponential annual growth (CAGR) of about
7% per annum. The composition of the development budget allocations shows that
a portion of the development budget allocation as planned by the local level
(LGAs) declined significantly from TZS 47.1 billion in FY 2017/18 to TZS 6.4 billion
in FY 2019/20. During the FY 2017/18, several LGAs planned for development
activities with a sign to be financed through ASDP Il funds. However, in later years
the number of activities declined as per total resource allocations shown in Figure
4.3 below. It is essential to consider the system that is used for data collection in
the agricultural sector should also incorporate the planned and executed activities

together with the level of resources allocated.

Figure 4.3: Trend in Development (TZS billion)
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4.2 Categories Analysis

4.2.1 Categories Classification

Based on the FAO-MAFAP methodology, the agricultural-specific expenditures are
broken down into agents (who spent the money), categories (main expenditure
items) and sub-categories (detailed items). At the agent level, there are three
spending units, which are transfers to agents (private goods), institutions and
general support (public goods). The analysis shows that over the three years,
significant resources allocation in the agricultural sector were on institutions

(administration costs) and general support (public goods and services).

The total budget allocations for three years were general support (57.7%),
institutions (21.1%) and transfers to agents (21.2%). Budget allocations year-to-year
are shown in Figure 4.4 below, with no significant change in patterns among the
three agents. Budget allocations on transfers to agents were small proportions to
the other two but increased from FY 2018/19.

Figure 4.4: Budget Allocation by Agents
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Transfers to Agents

Transfers to agents are allocations towards private goods and services broken
down into three main items, transfers to producers (farmers), transfers to other
agents and transfers to consumers (trends shown in Figure 4.5). Expenditures on
private goods consist mainly of transfers to agricultural producers (variable input
subsidies, capital subsidies and other on-farm services) and consumers of food
(food aid, cash transfers and school meals programmes). The former should
support farmers and increase food production; the latter has the objective of
improving people’s access to food. Expenditures targeting other agents of the
food and agricultural system, such as processors, traders or inputs suppliers, remain
limited. For three years, transfers to agents were allocated 21.2% of the total
allocations to the agricultural sector activities. The significant budgets that were
mapped into transfers to agents, in this case, producers (farm support), include
public institutions, the Agricultural Seeds Agency (ASA), the Tanzania Fishing
Corporation (TAFICO), NFRA and others. TAFICO has been allocated significant
resources to procure fishing boats in FYs 2018/19 and 2019/20 using national
funds. However, it was reported later that the revival of TAFICO (collapsed in the
1990s) would be undertaken with support from the International Fund for
Agricultural Development (IFAD)?.

Figure 4.5: Trend in Transfers to Agents (TZS billion)
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The composition of transfers to agents showed that transfers to other agents

(public institutions) accounted for about 24.8%, transfers to consumers 44.3% and

transfers to producers 30.9%. Transfers to producers include all public money

allocated to farmers as inputs, including raw materials, purchase of machines and

support in farming and other production processes.

Transfers to farmers were mainly subsidies or support on farming inputs such as

seeds, chemicals, purchase of capital items, farm infrastructures and others (see

Figure 4.6 below). It should be noted that there is no sector-wide subsidy program;

hence, transfers are based on individual activities of LGAs and ministries. Transfers

to producers also missed data on “cash transfers to farmers” in rural areas through
Tanzania Social Action Fund (TASAF).
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Figure 4.6: Transfers to producers three-year total
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Institutional Costs

The category of institutions under agent classification has only one subcategory,
i.e., administration costs. Public agriculture expenditure on administrative costs
captures mostly running costs of ministries and costs associated with departments
that can be seen as an ‘internal’ investment (legal department, human resources,
audit, etc.). Sometimes when discernible, running costs of decentralized offices are
considered an administrative cost. During the review period, the allocations to
institutions (administration costs) were TZS 555.3 billion, equivalent to 21.1% of
total budget allocations to the sector. The administration costs include both
personal emoluments (PEs), other charges (OCs) and development expenditures
(DEV) that were allocated through activities that intend to build the internal

operational capacity of these agencies.

Figure 4.7 below shows the trend of institutions’ costs during the review period,
i.e., FYs 2017/18 to 2019/20. The budget allocations to the institutions showed
growth by a CAGR of 6% per annum. On the year-to-year, institutions’ costs
accounted for 21.7% in FY 2017/18, 20.6% in FY 2018/19 and 21% in FY 2019/20.
Relative to two other agent categories, institutions have consistent allocations in

all three years.

Figure 4.7: Trend in Institutions Costs (TZS billion)
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General Support

General support expenditures benefit the sector rather than a specific agent, for
example, through agricultural infrastructure, extension services, research or
marketing. Since such public goods have relatively high returns in terms of
productivity and poverty reduction, they generate more sustainable and broad-
based impacts. The category of general support includes all activities and resources
that were allocated towards public goods by the public expenditures in the
agricultural sector. This category has several sub-categories underneath and
includes core functions of the public agencies in the sector. The general support
category has several sub-categories, which provide a breakdown of expenditures
into specific agricultural activities under public goods expenditure. During the
review period of three years, general support had a budget allocation of TZS
1,519.8 billion, which was equivalent to 57.7% of the total funding to the
agricultural sector. However, the trend from FY 2017/18 to FY 2019/20 was not
consistent, as shown in Figure 4.8 below. During this period, the allocations to

General Support had a growth CAGR of 8% per annum.

Figure 4.8: Trend in General Support (TZS billion)
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The top five sub-categories of general support, as shown in Figure 4.9, include

other support (30.6%), extension services (22.1%), agricultural infrastructure

(11.6%), agricultural marketing (10.1%), and storage (9.4%). Other general support

categories, including agricultural research, technical assistance, training, and

inspection, have a small share of budget allocations. Figure 4.10 show the

composition of the agricultural infrastructures for the total three-year period. The

allocation to the general support is skewed by significant allocation to the Tanzania

Forest Services Agency (TFSA) on forestry management.

Figure 4.9: Composition of General Support
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4.2.2 Economic Classification

Budget lines allocation is also known as economic classification, in which resources
allocated to the agricultural sector activities are identified and mapped to
economic codes based on the Government Financial Statistics (GFS) codes. There
are about nine categories of economic classification on the GFS used by the
Government of Tanzania. Recently, there was a change in categories and grouping
as the financial management system was upgraded by the Ministry of Finance and

Planning.

Overall, over the review period, grant to public institutions was allocated a large
share of agricultural resources in the budget at 34.7%, followed by compensation
to employees at 26.7%, goods and services at 16.2%, and capital expenditures
10.1% (see Figure 4.11). However, the data collected showed that 10.3% of the
total allocated resources in the agricultural sector were not classified by GFS. This
is mainly because data from the Regional Secretariats (RSs) and Local Government
Authorities (LGAs) were provided at the activities level without breakdown to
budget lines. Table 4.1 below shows the breakdown of the economic classification

by sub-sectors.

Figure 4.11: Composition of economic classification

GRANTS 34.7%
COMPENSATION OF EMPLOYEES 26.7%
GOODS AND SERVICES 16.2%
UNCLASSIFIED IN GFS 10.3%
CAPITAL EXPENDITURES 10.1%
SUBSIDIES 1.3%
OTHER EXPENSES 0.1%

Table 4.1: Economic classification by sub-sectors

Economic Classification Cooperatives Crops Cross-cutting  Fisheries ~ Forestry Livestock
Compensation of Employees 65.7% 35.9% 7.6% 20.6% 0.1% 61.3%
Goods and Services 13.2% 23.5% 22.3% 12.9% 4.7% 7.6%
Unclassified in GFS 1.4% 15.1% 0.5% 7.4% 1.4% 25.2%
Capital Expenditure 0.9% 14.3% 1.4% 58.0% 0.0% 3.1%
Grants 18.8% 11.2% 59.6% 1.0% 93.8% 2.8%
Other Expenses 0.0% 0.0% 0.5% 0.0% 0.0% 0.0%
Subsidies 0.0% 0.0% 8.2% 0.0% 0.0% 0.0%

Grand Total
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4.2.3 Sub-functions Classification

Based on the agricultural sector definition by COFOG+, the agricultural activities
were mapped into sub-functions of the Government, as shown in Figure 4.12.
Besides the common sub-functions, some additional sub-functions were added
into the mapping and classification process, and these include communication,
inspection, statistics and training.

Figure 4.12: Compositions by subfunctions total of three years
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The resources allocation analysis showed that the majority of the resources were
allocated into the “Administration” subfunction that ranged between 25% and
29%, with an average of 27%. However, this has resulted in a skewed picture
because most of the agricultural implementing agencies (ministries, commissions,
regional secretariats and local authorities) provided their data in the high-level
aggregate. For example, personal emoluments (PEs) mainly were aggregated into
Administration Department rather than supplied in detailed subfunction
departments. Despite aggregation of data, other subfunction emerged as
receiving a considerable resources allocation over three years were forestry
management (21%), marketing (20%), extension services (14%), agricultural
research (5%), irrigation (4%), land management (3%), and policy, planning and
M&E (2%). The trend in allocations over the three years is provided in Table 4.2
below.
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Table 4.2: Trends in allocations by agricultural subfunctions

Sub-function 2018 2019
Administration 28.8% (] 24.7%
Marketing 17.5% [IE] 16.8%
Forestry Management 21.5% ] 20.8%
Extension 11.1% [l 15.2%
Research 3.8%|ll 4.9%
Irrigation 2.8%|ll 4.6%
Land management 3.0%|| 1.6%
Farm support 4.2% |l 6.4%
Training 2.2%| 1.2%
Policy, Planning & M&E 3.2%|l 2.4%
Inspection 0.7% 0.4%
Communication 0.3% 0.5%
Regulations, Licensing 0.5% 0.3%
Statistics 0.4% 0.1%
Grand Total
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4.2.3 Commodities Allocation

Tanzania has several agricultural commodities that are produced in various parts of
the country at different levels of effectiveness and efficiency. Some commodities
were selected as critical for economic growth and poverty reduction. Besides these
criteria, by applying criteria of possibility for commercialization, availability for
technology for improving productivity and profitability, and possibility for scaling
up and scaling out, the list of commodities that make up the priority list narrows
down to a few. The ASDP Il mapped these priority commodities by their production
agro-ecological zones. There are six agro-ecological zones with a split of priority
commodities into three categories of crops; livestock and fish; and cash crops.
There is a clear link with the targeted number of households for the production of
these commodities in each agro-ecological zone. PER results (Figure 4.13) showed
that single commodities with significant resources allocation by activities were rice
(24.5%), fish (13.4%), maize (9.4%), cashew (9.2%), oilseeds (7.3%), coffee (5.9%),
horticulture (5.2%), tea (4.6%), and dairy products (4.1%).

Figure 4.13: Allocations based on commodities

Commodities Allocation 9% Allocation chart
rice 12,976,059,096 24.5%
fish 7,085,628,361 13.4%
maize 4,986,344,240 2.4%
cashew 4,864,691,159 9.2%
oil seeds 3,859,031,398 7.3%
coffee 3,151,220,713 5.9%
horticulture 2,737,689,965 5.2%
tea 2,444,370,178 4.6%
dairy 2,164,882,754 4.1%
cassava 1,362,971,142 2.6%
poultry 1,340,150,506 2.5%
cotton 1,072,212,423 2.0%
tobacco 900,578,380 1.7%
hides & skins 883,649,782 1.7%
potatoes 876,205,740 1.7%
sorghum 448,337,942 0.8%
sisal 409,676,000 0.8%
pyrethrum 359,058,400 0.7%
banana 332,806,274 0.6%
sugarcane 179,670,000 0.3%
pulses 173,443,036 0.3%
beef 142,909,537 0.3%
sea weed 109,491,023 0.2%
cocoa 108,588,500 0.2%
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4.3 Sub-sectors Analysis

Balance in public expenditures allocation among the agricultural subsectors is
critical to ensure sustainable development and growth in the sector. The
development and growth in the agricultural sector have a positive impact on the
economy in general through a provision in food security, nutrition, foreign earnings
on exports, employment, industrial raw materials and poverty alleviation to the
rural population. This sub-section of the report provides public expenditures
analysis by sub-sectors: crops, livestock, forestry (include beekeeping), fisheries,
cooperatives, and cross-cutting. It should be noted that several activities were
provided in aggregate and cut across more than one sub-sector; hence, skewing
the presentation of the analysis results. For example, at local levels (LGAs), the data
for compensation of employees, i.e., personal emoluments (PEs,) were provided at
the departmental level, where each department has more than one sub-sector.
Each LGA has two agricultural departments, namely, the Agriculture, Irrigation and
Cooperative Department (AICD) and Livestock and Fisheries Department (LFD).

4.3.1 Sub-sectors Indicators

The analysis of the agricultural activities after the mapping showed that the majority
of resources were allocated to crops, followed by forestry, cross-cutting, livestock,
and fisheries. Cooperatives had the smallest share of resources allocation than the

other sub-sectors (see Table 4.3).

Table 4.3: Indicators of budget allocations to the sub-sectors

Subsector 2017 2018 2019 Grand Total
Crops 48.7% 33.5% |1 39.1% 40.3%
Forestry 18.9% 233% (0| 22.7% 21.7%
Cross-cutting || 13.9% 17.8% | 16.0% 15.9%
Livestock 15.2% 15.5% || 13.9% 14.8%
Fisheries 2.5% 9.1%|[] 7.6% 6.5%
Cooperatives 0.9% 0.7% | 0.7% 0.8%
Grand Total 100.0%| 100.0%/ 100.0%| 100.0%
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4.3.2 Crop Sub-sector

The allocation to Crops sub-sector is mainly contributed by the Ministry of
Agriculture (Vote 043) and 184 LGAs (Agriculture, Irrigations and Cooperatives
Departments) at the local level. Two institutions are part of the MoA though they
have their separate budget votes. These are the National Irrigation Commission
(Vote 005) and the Cooperatives Development Commission (Vote 024). However,
for the PER analysis, the data for Cooperatives Commission were separated from
the crops sub-sector and identified as “Cooperatives sub-sector”. Crops subsector
received the largest share of agriculture sector budget allocations between FYs
2017/18 and 2019/20, with TZS 1.061 trillion equivalent to 40% of the sector
budget. However, the trend shows fluctuating patterns with a decrease in 2018/19
and a slight increase in 2019/20. The overall budget allocation for the crops sub-

sector declines with an average CAGR of -3% per annum on nominal terms.

Figure 4.14: Trend in allocations to Crops Subsector (TZS billion)
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The budget allocations at the central level on crops sub-sector accounted at 34.4%.
In contrast, it was 57.3% at the local level, making an average of 40.3% compared
with other sub-sectors in the agricultural sector. The expenditures allocation to the
crops sub-sector includes personal emoluments (PEs), other charges (OCs) and
development expenditures (DEV) towards institutions and operational activities to

the crops.
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4.3.3 Livestock Sub-sector

The allocation to livestock sub-sector is mainly contributed by the Ministry of
Livestock and Fisheries (Vote 099-Livestock) and 184 LGAs (Livestock and Fisheries
Departments) at the local level. Livestock sub-sector and fisheries sub-sector share

resources under one department at LGAs.

The livestock subsector received the second-largest share of agricultural sector
budget allocations between FYs 2017/18 and 2019/20, with TZS 390.7 billion,
equivalent to 15% of the sector budget allocations. The trend shows an increasing
pattern from TZS 125 billion in FY 2017/18 to TZS 134 billion in FY 2019/20. The
overall budget allocations to the livestock sub-sector increased with an exponential

CAGR of 4% per annum on nominal terms.

Figure 4.15: Trend in allocations to Livestock Subsector (TZS billion)
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The budget allocations at the central level to the livestock sub-sector accounted
for 5.9%, while at the local level, it was 40.8%, making an average of 14.8% when
compared with other sub-sectors in agriculture. The budget allocations to the
livestock sub-sector include personal emoluments (PEs), other charges (OCs) and
development expenditures (DEV) towards institutions and operational activities to

the livestock.
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4.3.4 Fisheries Sub-sector

The allocation to the fisheries sub-sector (include aquaculture) is mainly contributed
by the Ministry of Livestock and Fisheries (Vote 064-Fisheries) and 184 LGAs
(Livestock and Fisheries Departments) at the local level. Fisheries sub-sector and

Livestock sub-sector share resources under one department at LGAs.

The fisheries subsector received the fourth largest share of agriculture sector
budget allocations between FYs 2017/18 and 2019/20, with a total of TZS 170.3
billion, equivalent to 6.5% of the sector budget. However, the trend shows a
skewed pattern with a significant increase in 2018/19, followed by a slight decrease
in 2019/20. The overall budget allocations to the fisheries sub-sector grew by a
CAGR of 64% per annum on nominal terms. The significant increase in share was
because of transfers to agents, i.e., the revival of the TAFICO in FYs 2018/19 and
2019/20.

Figure 4.16: Trend in allocations to Fisheries Subsector (TZS billion) J = 1352066
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The budget allocations at the central level on fisheries sub-sector accounted at
8.1%. In contrast, it was 1.9% at the local level, making an average of 6.5%
compared with other sub-sectors in agriculture. The budget allocations to the
fisheries sub-sector include personal emoluments (PEs), other charges (OCs) and
development expenditures (DEV) towards institutions and operational activities to

the fisheries.
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4.3.5 Forestry and Beekeeping Sub-sector

Forestry, including beekeeping (apiculture), is a sub-sector of the agricultural
sector. Forests play a major role in sustainable agricultural development through a
host of channels, including the water cycle, soil conservation, carbon sequestration,
natural pest control, influencing local climates and providing habitat protection for
pollinators and other species. Forests are an integral part of the national
agriculture policy to protect arable land from erosion and increase agricultural
production. The levels and composition of budget allocations and actual
expenditures have a significant impact not only on the forestry subsector but on

the agricultural sector in general.

The forestry sub-sector is the second-highest sub-sector in budget allocations over
the review period of three years. It budgeted TZS 571.8 billion, equivalent to 22%
of the total sector budget allocation (Figure 4.17). The majority of its budget
allocations were at the central level. The trend shows an increasing pattern from
TZS 155 billion in FY 2017/18 to TZS 219 billion in FY 2019/20. The overall budget
allocation to the forestry sub-sector grew with an average CAGR of 17% per annum
on nominal terms. It should be noted that expenditures allocated to the forestry
and beekeeping sub-sector come from Vote 69 (sub-vote 3001) and its institutions
in research, training and services. The significant resource allocations were

contributed by the Tanzania Forest Services Agency (TFSA).

Figure 4.17: Trend in allocations to Forestry Subsector (TZS billion) g3 3B
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4.3.6 Cooperative Sub-sector

Cooperative functions are part of the Ministry of Agriculture, but it has a separate
budget vote under the Cooperatives Development Commission with Vote 024.
Also, cooperative activities cut across many economic sub-sectors; hence, its
budget allocations in this PER have been treated as independent of the crops sub-
sector. There are cooperative societies and functions across many sub-sectors,
including crops, livestock, fisheries and forestry. Cooperative activities ranged
throughout the agricultural sector value chains from production, processing and

marketing.

Cooperative’s sub-sector has least budget allocations among the agricultural
sector, with TZS 20 billion over three years under review. The trend shows a
fluctuating pattern with a decrease from TZS 7.2 billion in FY 2017/18 to TZS 5.9
billion in FY 2018/19, and a slight increase in 2019/20 of TZS 6.9 billion. The overall
budget allocation to the cooperatives sub-sector is a decline with a negative CAGR

of 2% per annum on nominal terms.

Figure 4.18: Trend in allocations to Cooperatives Subsector (TZS billion)
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The budget allocation at the central level on the cooperatives sub-sector
accounted for 1.0%, while at the local level, it was 0.1%, making an average of 0.7%
when compared with other sub-sectors in the agricultural sector. The Tanzania
Cooperatives Development Commission (Vote 024) does not have the
development expenditures budget, which means no development projects are

implemented by the cooperatives sub-vote.
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4.3.7 Cross-cutting Sub-sector

Agricultural is a multi-sector function that cut-across various economic activities
contributing to the development and growth of this important sector in the
economy. This final sub-sector is a catch it, whereby other economic functions and
activities that support agriculture are presented and analysed in this PER. There are
several functions included, but major ones are land management, agricultural
marketing (including agro-processing), ICT for agriculture, multi-purpose
development projects, rural electrification for agriculture and others. For example,
the land is a crucial resource to the agricultural sector production activities.
However, it should be noted that all the land available for cultivation is not only
used for raising food crops but compete for other alternative uses in the economy.
Therefore, adopting sustainable land management will maximise the economic and
social benefits from the land while supporting development and growth in the
agricultural sector. Similarly, the agricultural sector without marketing and agro-
processing will lack incentives and motives to develop beyond local food

production for societies.

The cross-cutting subsector is the third-largest subsector with the most budget
allocations after the crops and livestock. Budget allocation to the cross-cutting
subsector was TZS 419.6 billion, equivalent to 16% of the sector budget allocation.
The trend shows an increasing pattern from TZS 113.7 billion in FY 2017/18 to TZS
154.5 billion in FY 2019/20. The overall budget allocation to the cross-cutting sub-

sector increased significantly with a CAGR of 26% per annum on nominal terms.

Figure 4.19: Trend in allocations to Cross-cutting Sub-sector (TZS billion)
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4.4 Aid Additionality

Development partners support in the agricultural sector has been part of its
planning process with subsequent budget allocations and expenditures from year
to year. Development partners support in the agricultural sector comes through
on-budget (loans or grants) and off-budget as direct expenditures to targeted
agriculture projects and activities in the country. Aid additionality refers to the
development partners support to the agriculture sector that has been captured in
the Government budget process. The off-budget support is covered separately in

sub-section 4.5 of this report.

4.4.1 Indicators by Sub-sectors

Sector-wise, most of the donor funding was allocated in the crops sub-sector,
followed by forestry and cross-cutting activities. Livestock and fisheries sub-sectors
have minor proportions of their budget allocations to be funded by the
development partners. During the three years, on average, crops accounted for
about 66.5% of total donor allocations, followed by forestry 17% and cross-cutting
11%. Fisheries and livestock subsectors had 3.3% and 2.2,% respectively.

Table 4.4: Donors Allocation Indicators by sub-sectors

Subsector 2017 2018 2019 Grand Total
Crops 61.6% |8 | 525% 767% ([ 166.5%
Forestry 15.4% (1] 20.3% 16.0% (I 17.0%
Cross-cutting 17.0% || 15.9% 5.3% (] 11.0%
Fisheries 5.4% |l 3.7% 1.9% 3.3%
Livestock 0.5% L] 7.6% 0.1% 2.2%
Cooperatives 0.0% 0.0% 0.0% .

Grand Total 100.0% 100.0% 100.0%
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4.4.2 Indicators by Agents

Aid additionality was significant in general support and institutions, while very little
was allocated under transfers to agents. During the three years, on average public
support accounted for about 85% of total donor allocations, followed by

institutions 11.4% and transfers to agents 3.6%.

Table 4.5: Donors’ allocation indicators by agents

Agent 2017 2018 2019
General support 84.1% 84.4% 85.8%
Institutions 8.6% 10.2% 13.5%
Transfers to agents 7.3% 5.5% 0.7%
Grand Total 100.0% 100.0% 100.0%
4.4.3 Trend in Aid Additionality

The analysis on agricultural budget allocation over a three-year review period
showed a remarkable increase in on-budget resources allocation from the
development partners. The on-budget resources extracted from the planned
agricultural activities showed an increase from TZS 60 billion in FY 2017/18 to TZS
119 billion in FY 2019/20, an equivalent to growth by a CAGR of 34% per annum.
Comparison with total budget allocation in the agricultural sector, the proportions
were 7% (2017/18), 8% (2018/19) and 11% (2019/20). Comparison with the total
development budget showed an increase in proportions from 16% in FY 2017/18
to 24% in FY 2019/20.

Figure 4.20: Trend in Aid Additionality (TZS billion)
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4.5 Development Partners’ Support

This sub-section presents main findings emerging from a review of budget
allocation provided by the development partners to various project activities
related to ASDP Il. There are two categories of development partners, those
contributing towards the budget (on-budget) and those funding projects outside
the budget framework (off-budget). Both off-budget and on-budget are discussed
in this section. The sub-section provides a brief background, followed by an
analysis of the level of allocation in each component. It also examines the
geographical locations of the projects started by development partners. This
analysis facilitates the establishment of geographical areas of preference to

development partners in projects allocation.

4.5.1 Background

Overseas Development Assistance (ODA) in Tanzania is guided by Joint Assistance
Strategy (JAST) as an overarching framework. JAST promotes harmonized support
from each development partner interested in contributing towards economic
growth and poverty reduction within Tanzania. The agricultural sector is one of the
sectors that attract the help of development partners. ASDP |l provides areas for
collaboration between the Government, development Partners work and private

sector towards realising the intended long-term goal.

Preparation of the ASDP Il was participatory, and it established the overall budget
for implementing each activity in every component. Development Partners
committed themselves to provide financial support for the implementation of
various activities consistent with the programme. DPs support is intended to
complement public and private efforts. Mindful of their commitment, development
partners have been providing technical and financial support in undertaking various
activities related to ASDP Il. List of the development partners that have been
traditionally supporting the sector includes; World Bank, Food and Agriculture
Organization (FAO), United National Development Programme (UNDP),
International Fund for Agricultural Development (IFAD), World Food Programme
(WFP), AGRA, Irish Aid, Japanese International Cooperation (JICA), Bill and
Melinda Gates Foundation, African Development Bank, Swiss Development
Cooperation and Belgium Technical Cooperation (BTC). Most of the development
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partners have organized themselves into a group known as the Agricultural
Working Group (AWG). This platform is comprised of bilateral and multilateral
institutions, regional and international organizations supporting the agricultural
development within the country. The idea of forming AWG is to reduce transaction
costs of engaging the Government and each DP separately. Promotion of well-
coordinated policy dialogue and ensuring consistency in development assistance
to the agricultural sector is among the hallmark of the AWG. They have established
a system for data sharing pertaining to their activities to support the agriculture

sector.

4.5.2 Budget Data

The analytical result provided hereunder is based on the data received from the
Coordination unit as well as those from the development partners. Data covering
the year 2019 to 2020 were obtained from the ASDP Il National Coordination Unit
(NCU) while, data used for the year 2017 to 2018 was received from the AWG
platform. Information regarding overseas development assistance is shared during
the project implementation stage and is usually reported biannually and or

annually.

This information is reported based on a calendar year thus should be carefully
treated when added with the Government budget reported in a fiscal year. Data
quality is yet another aspect to ponder. Some of the excel sheets received
contained zero amount of funds with a detailed description of what the project is
all about. Some projects have an exceptionally high budget allocation that cast
doubt on validity. There is an excellent chance for projects to be reported twice or
more. This may happen if, say, a development partner has provided funding to
multiple organizations undertaking specific projects that collectively fall under one
central programme. If all these institutions submit details of the project to the
Government, they may end up budging the project cost beyond the actual level.
The risk of having different information on budget allocation reported by the
development partners and what is captured by the Government will arise. Quality
data is vital as it reflects what is happening in the sector and facilitates the
formulation of effective policy. Thus, efforts should be taken to build up a robust
system for data capture. Basket funding that was operating alongside project

financing during the implementation of the ASDP | is currently nonexistent. Project
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earmarking has remained the only modality for financing the agricultural sector by

the development partners.

4.5.3 Development Partners Budget Allocation

The total amount of budget allocated by the development partner is further
analyzed by considering the level on a yearly basis. Figure 4.21 below summarises
the amount of funding allocated over the years starting from the year 2017 to 2020.
The lowest amount of budget allocation is noticeable in the year 2017. During this
year, projects worth TZS 192.5 billion were started in various developmental
activities within the agricultural sector. ASDP Il was launched in the year 2017;
probably some development partners needed time to internalize the programme

and reflect it within their budget before they could start to support it.

Figure 4.21: DPs Off-budget Allocation (TZS billion)
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Source: AWG data (2021)

From the year 2017, the amounts of budget allocated show an increasing trend,
whereas, in the year 2018, TZS 250.3 billion worth of projects were committed by
the development partners. The highest amount of budget was allocated in the
year 2019, in which a sum of TZS 349.1 billion was committed. This constitutes 5%
of the overall support required from the development partners and 32% of the total
budget allocation from the year 2017 to 2020. The amount of budget allocation
decreases in the subsequent year 2020 to 289.4 showing a difference of TZS 59.7

billion with what was allocated in the preceding year.

Table 4.6 below shows 19 development partners are supporting agricultural

development in Tanzania through on and off-budget. The list of these partners is
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by shared data matrix from both the NCU and AWG. As it appears on the table,

these partners have arranged themselves in the four components of the ASDP Il in

accordance with their policy priorities. Component one has the least number of

development partners (seven), while component two show 15 partners, component

three has 19 partners, and component four has 12 of them.

Table 4.6: List of Development Partners Supporting Agriculture Development

S/No | Component One: Component Two: Component Three: | Component Four:
Sustainable Water Enhanced Commercialization Sector Enablers,
and Land Use Agricultural and Value Addition | Coordination and
Management Productivity and Monitoring &

Profitability Evaluation

1 AFDB France Belgium AFDB

2 FAO Belgium DANIDA Belgium

3 French -AFD Swiss Agency France DANIDA

4 Global Netherlands Swiss Agency USAID
Canada

5 SIDA EU Netherlands Swiss Agency

6 USAID FAO EU Netherlands

7 World Bank French -AFD FAO EU

8 Global Affairs- | French -AFD FAO

Canada
9 Irish Aid Global Affairs- | French -AFD
Canada
10 Norwegian Irish Aid Global Affairs-
Embassy Canada

11 Poland JICA Irish Aid

12 SIDA NORAD JICA

13 USAID Irish Aid

14 WFP Norwegian

Embassy

15 World Bank SIDA

16 UNIDO

17 USAID

18 WEFP

19 World Bank

Source: AWG data (2021)
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4.5.4

Budget Allocation to ASDP || Components

Further analysis on budget allocation by the development partners is done to

reveal the exact amount channelled to each component.

Table 4.7: Expected Contribution from the Development Partners as per ASDP ||

ASDP Il Component Expected Contribution for ASDP || Total (TZS
Implementation (TZS billion) billion)
On Budget Off Budget

Sustainable Water and Land Use Management 1,205 316.732 1521.74

Enhanced Agricultural productivity 2,369 1212.225 3,581

Commercialization and Value addition 1,420 780 2,200

Strengthening Sector Enablers 32.278 33.775 66

Source: URT (2017)

ASDP Il document prescribes that a sum of TZS 1,521.74 billion will be supported
by the development partners (on and off-budget) for various activities. The budget
estimates for this component constitutes 21% of the entire budget support
requested from the development partners for the whole programme. Specifically,
80% (TZS 1,205 billion) of the budget for component one was intended to be on-
budget and 20% (TZS 316.732 billion) off-budget.

Table 4.8: Contribution made by the Development Partners to ASDP Il (TZS billion)

Component 2017 2018 2019 2020 Total
Sustainable Water and 12.1 16.0 13.0 20.0 61.2
Land Use Management

Enhanced Agricultural 67.1 111.8 207.7 78.4 465.0
productivity

Commercialization and 25.8 25.9 28.3 150.3 230.3
Value addition

Strengthening  Sector 87.6 96.5 100.0 40.7 324.7
Enablers

Source: AWG data (2021)
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4.5.5 Number of Projects

Data on the number of projects in each component was established and presented
in a graphical form, as shown below. Based on Figure 4.22, the highest number of
development assistance projects was initiated under component two. This
component touches on three main issues, namely, production and productivity,
agricultural extension services as well as agricultural research and development.
Comparatively, component one has the least number of projects. The number of
projects may reflect the interest of the development partners to fund specific areas.
Nevertheless, there is no relationship between the number of projects initiated and

budget allocation.

Figure 4.22: Number of Projects Started Per Component
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Source: AWG data (2021)
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Component One

Available data suggest that a total of TZS 61.2 billion was allocated for activities
related to component one (sustainable water and land use management). This
component has three indicators on land use planning and watershed management,
water for crops, livestock and fishery, as well as mainstreaming resilience for climate
variability /change and natural disasters. The amount allocated constitutes 4% of
the total budget estimates from the development partners for this component. This
is too low, given the amount of support requested for component one. When this
amount is disaggregated on a yearly basis, in the year 2017, TZS 12.1 billion was
allocated, and it was the lowest amount. The amount of budget somehow
increased from the year 2018 to TZS 16 billion. In the subsequent year 2019, the
amount of funding allocated decreased to TZS 13 billion and year 2020, it
increased to TZS 20 billion. One would observe that there is a positive relationship

between the number of partners and the amount of budget allocated in this

component.
Figure 4.23: Budget allocation for Component One (TZS billion)
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Source: AWG data (2021)
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Component Two

A sum of TZS 465 billion was allocated for the promotion of production and
productivity starting from the year 2017 to the year 2020. This is against TZS 3,581
billion requested from the donor for component two. Thus, it's only 13% has been
allocated for this component since the commencement of the ASDP Il. In the year
2017, TZS 67.1 billion was given to finance various activities within this component.
The amount shows an increasing trend as in the year 2018, TZS 111.8 billion was
allocated, and it almost doubled in the subsequent year 2019 when a sum of TZS
207.7 billion was committed. Unfortunately, in the year 2020, the amount went
down to TZS 78.4 billion.

Disaggregation of the data suggests that the amount fluctuated yearly. The highest
amount of funds was allocated in the year 2019 (TZS 207.7 billion), while the year
2017 saw the lowest amount of development partners’ assistance, TZS 67.1 billion,
was provided for various projects. Cumulatively, component two received the

highest amount of all the components (TZS 465 billion).

Figure 4.24: Budget allocation for Component Two (TZS billion)

208

y = 80.13¢011x

R2=0.05
112

67 "

2017 2018 2019 2020
Source: AWG data (2021)

Page | 47



FINAL REPORT
Public Expenditure Review on Agricultural Sector

Component Three

Implementation of component three about commercialization and value addition
requested a sum of TZS 2,200 billion from the donors. Within this component, the
programme seeks to attain twin objectives of enhancing a competitive commodity
and value addition and access to markets and rural infrastructure. TZS 230.3 billion
was provided to various projects in this component. The amount of budget
allocated is 10.4% of the total budget support requested to implement the
programme. Budget allocation is showing an increasing trend starting from the
year 2017, in which TZS 25.3 billion was allocated up to TZS 150.3 billion in the
year 2020.

Figure 4.25: Budget allocation for Component Three (TZS billion)
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Component Four

Component four indicates rather a different picture, a sum of TZS 66 billion was
supposed to come from the development partner. But data seems to suggest that
already the sum of TZS 324.7 billion has been allocated to finance various activities.
The amount provided makes up 492% of the financial support requested from the
development partners. The observed wide discrepancy may be contributed by high
preference by the donors to finance activities in this component, or probably there
was a challenge in enlisting projects when reporting. Information asymmetry may
be another factor that accounted for duplication of efforts. The amount of budget
allocated for this component is showing an increasing trend starting from the year
2017, in which TZS 87.6 billion was allocated. Since then, the amount was
increasing up to the year 2019 when it reached TZS100 billion. However, the
amount subsided in the subsequent year 2020 when TZS 40.7 billion was provided.

Figure 4.26: Budget allocation for Component Four (TZS billion)
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4.5.6 Specific Area of Support

Further analysis of development assistance is done by considering sub-
components. The study is based on data provided and reported by the ASDP I,
the National Coordination Unit and the Agricultural Working Group.

Crop Sub-sector

ASDP Il document targets a few crops for the development of their value chains.
This list is composed of food and cash crops. Food crops refer to those produced
for household consumption with surplus sold in the market in order to earn cash
income. ASDP Il list of food crops include; maize, rice, pulses, banana and cassava.
Cash crops refer to crops that are grown primarily for the market in order to earn
income. The document has listed; tobacco, horticulture, sugarcane, cashew,

coffee, banana and oil crops.

Table 4.9 below suggests that 30 projects were initiated by the development
partners within the four components. Lack of detailed data precluded an analysis
for each specific crop. Two projects were undertaken for component one, while
component 2 and 3 has ten projects each. The last component, 4, has eight

projects.
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Table 4.9: Projects Started for Development of Crop Subsector

S/No | Component Component Two Component Three Component Four
One
1 WARIDI Mboga na Matunda Advancing Nutrition Advancing Youth
2 TANCAID2 NAFAKA AGRICONNECT Advancing Nutrition
3 Support Towards | Alliance for Inclusive | ASPIRES
Operationalization of the | and Nutritious Food
SADC Regional | Processing (AINFP)
Agricultural Policy
(STOSAR)
4 Capacity ~ Building  in | Matoborwa (Post | ARDS Capacity
Agriculture Harvest Management Development
Project
5 Boresha Lishe Enhancing Global  Framework
Competitiveness ~ of | for Climate Services
Smallholder Rice
Farmers in Morogoro
6 Value Chain Development | Rice Project Rapid Response
Implementation
Support (RARIS)
7 Climate-Smart Agriculture | MARK-UP Strengthening
(CSAP) Coordination of
ASDP Il in Local
Government
Authority (SCALGA)
8 Chai Project Agricultural Marketing | Investing in  New
Development Trust Ventures of
Entrepreneurial
Students in Tanzania
9 AgriConnect Support Towards
Operationalization  of
the SADC Regional
Agricultural Policy
(STOSAR)
10 Post-Harvest Management | Grain  Post Harvest
and Marketing Project Loss Prevention
Project

Source: AWG data (2021)
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Livestock Sub-sector

The subsector is comprised of cattle, poultry, sheep, goat, pigs and other
domesticated animals raised with a view to providing milk, beef, leather, eggs and
so forth. Analysis shows ten projects initiated for livestock development. There is
only one project under component one, and this is not exclusively targeting
livestock development per se, but its intervention on the management of water
resources will also benefit the livestock subsector. Most projects were developed
within component two (eight projects), a suggestion that there is a high donors’
interest for this component. There is no project that was designed for component

three, and only one project addressed issues of component four.

Table 4.10: Projects Started for Development of Livestock Sub-sector

S/No Component One Component Two Component Component Four
Three

1 WARIDI Boresha Lishe ASPIRES

2 Support Towards

Operationalization ~ of  the
SADC Regional Agricultural
Policy (STOSAR)

3 Development of Improved
Semichemical Prototypes for
controlling Tsetse fly

4 Enabling Tsetse fly Elimination

An integrated Approach to
Tackling Drug Resistance in
Livestock (TVLA)

6 Strengthening  Health and
Biosecurity in Tanzania (LVLA)

7 Assistance to LITA

8 Advancing Nutrition

Source: AWG data (2021)
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Fisheries Sub-sector

Table 4.11 below shows only one project was initiated for fishery development
from the years 2017 to 2020. This project was not exclusively targeting fishery per
se; instead, it addressed water resources management issues, which somehow
touches on aspects of the fishery subsector. A total of seven projects initiated have
activities related to the fishery subsector. Projects with direct linkage with the
fishery subsector include; SwioFish and Monitoring of fish on the outer layer of the
water. Other projects such as; advancing nutrition Support towards
Operationalisation of the SADC Regional Agricultural Policy (STOSAR) and Boresha
Lishe. As suggested by the table above, there is no project initiated to address

activities of components 3 and 4.

Table 4.11: List of Projects for Fishery Development

Component One Component Two Component Component
Three Four

Water Use for Crops, Production and Productivity

Livestock and Fishery

9. WARIDI 10. Boresha Lishe

11. AGRICONNECT

12. Support Towards
Operationalization of the
SADC Regional Agricultural
Policy (STOSAR)

13. SWioFish

14. Monitoring of fish on the
outer layer of the water

15. Advancing Nutrition
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4.5.7 Geographical Location of Projects

Even from the data matrix received, projects initiated were categorized as either
national or regional. National Project refers to all types of interventions carried out
at the national level, targeting everyone within the country. An example of such a
project is an intervention targeting to improve the inputs delivery system across
the country. Projects of this nature are classified under the national project

category, and most of them were reported under components 3 and 4.

Figure 4.27: Geographical Distribution of Projects across the Country
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Source: AWG data (2021)

Regional projects are those that are implemented in a particular geographical area,
targeting a certain specific community. Figure 4.27 above depicts a detailed
summary of projects registered with corresponding names of those regions. A
wide variation is observed in terms of the number of projects across regions. The
lowest number of projects allocated per region is displayed by six (6) regions,
namely; Tanga, Kilimanjaro, Geita, Kagera, Pwani and Mara. Morogoro region is
leading in respect to the number of projects allocated. Such a deviation may
probably be attributed to the fact that Morogoro is within the SAGCOT area that
has traditionally enjoyed a high recognition and support of the development

partners partly due to potentials embedded within the region.
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Relationship between Project Geographical Location and Poverty Status

Ideally, most agricultural projects are seeking to improve growth in household

income, with an outcome of poverty reduction. Therefore, in addition to the

analysis of the geographical distribution of projects provided above. There was a

need to check whether these projects were considering the poverty status of a

region when deciding on an area of location. In this respect, poverty incidence

categories reported by the World Bank (2020) report on Tanzania were applied.

Table 4.12 below provides details on, name of a region, number of projects

allocated and corresponding poverty incidence category.

Table 4.12: Geographical Distribution of Projects and Poverty Status

S/No | Region Number of | Poverty Incidence category | % Number of Projects
Project
1 Tanga 1 0.08-0.21 0.01
2 Lindi 2 0.36-0.45 0.02
3 Mtwara 3 0.26-0.31 0.03
4 Tabora 2 0.32-0.35 0.02
5 Kilimanjaro 1 0.08-0.21 0.01
6 Rukwa 3 0.36-0.45 0.03
7 Katavi 5 0.26-0.31 0.05
8 Mbeya 9 0.22-0.25 0.08
9 Iringa 12 0.22-0.25 0.1
10 Geita 1 0.36-0.45 0.01
11 Kagera 1 0.32-0.35 0.01
12 Kigoma 9 0.32-0.35 0.08
13 Pwani 1 0.26-0.31 0.01
14 Morogoro 13 0.08-0.21 0.12
15 Singida 3 0.32-0.35 0.03
16 Dar es salaam 1 0.08-0.21 0.01
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S/No | Region Number of | Poverty Incidence category | % Number of Projects
Project
17 Songwe 5 0.22-0.25 0.05
18 Ruvuma 5 0.26-0.31 0.05
19 Shinyanga 4 0.32-0.35 0.04
20 Njombe 4 0.08-0.21 0.04
21 Mara 1 0.22-0.25 0.01
22 Mwanza 2 0.36-0.45 0.02
23 Dodoma 9 0.22-0.25 0.08
24 Manyara 4 0.26-0.31 0.04
25 Arusha 9 0.22-0.25 0.08

Source: Poverty Incidence Data extracted from the World Bank report (2020)

A summary of Table 4.12 is depicted in Figure 4.28 below, which shows different
poverty incidence categories against the cumulative proportion of projects located.
Based on Table 4.12 above and Figure 4.28 below, it is evident that regions with
the highest level of poverty (0.36-0.45) received the least number of projects (7%).
A high proportion of projects were allocated in regions with low poverty incidence.
According to the figure, 41% of all the projects were given to characterised areas
with a relatively low level of poverty incidence. A region such as Kilimanjaro,
Njombe, and Tanga with the lowest level of poverty incidence enjoyed 18% of all
projects by development partners. This analysis is not sufficient to draw a
conclusion that fewer projects were initiated in the poorest region since there is no
consideration of the value of each project.
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Figure 4.28: Projects Allocated Vs Poverty Incidence®
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Besides, the Government-funded initiatives developed in various regions may be
a factor considered by the development partners in deciding over where to allocate
projects. In light of an existing opacity, it is difficult to conclude whether projects
initiated by the development partners are not targeting the poor. Nevertheless,
though the current financing modality (project earmarking) may continue, it should
be complemented with a system in which the development partners engage
collectively with the Government and establish a plan for sharing information
throughout from project planning, implementation, and monitoring and
evaluation. Such a system will help ensure complementarity between the
Government development initiatives and projects initiated by the development
partners. It will also eliminate possibilities of duplication of efforts and hence

improve aid effectiveness.

3 Poverty incidence class: 0.08 means low incidence and 0.45 means high incidence level.
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5 QUALITIES OF PUBLIC EXPENDITURES

Various researches have pointed out that the transformation of Africa’s agriculture
s and food systems are held back by several qualitative
factors besides the level of investment in the sector per
se. These factors include climate change, water scarcity,
land degradation, food loss, limited access to finance
and lack of adequate investment in agricultural

technology.

Therefore, besides understanding the quantum of
investment in terms of share of the agricultural sector resources allocation from the
national budget and total actual expenditures, the how and where the money is
spent is critical in PER studies. In this section of the report, the vital areas on the
qualitative aspect are highlighted that include funding gaps, execution levels;
returns on expenditures; climate-smart agriculture; and rural development
expenditures. Data for analysing budget gaps and execution rates were obtained
from the agricultural ministries and institutions using a template that captured
aggregate spending in three variables: approved budget, released funds, and
actual expenditures. It should be noted that the template for aggregate data was
not used for individual Regional Secretariats and Local Government Authorities
(LGAs) due to the time constraint of the PER.

5.1 Funding Gaps

There is a significant relationship between agricultural sector growth and the
intensity of public expenditures. A review of the national policies shows that there
is high political commitment to uphold the development and growth of the
agricultural sector. However, the implementation of the planned activities painted
a different picture of the aspirations. On the side of the performance, there are two
related issues, first is the actual resources that are released by the Government to
the implementing agents. The difference between what has been committed to be

provided to the sector on the budget allocation and what was received is termed
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as a “funding gap”. Inaccurate revenue forecasts could contribute to the observed
funding gap. In the United Republic of Tanzania, for example, revenue forecasts
were consistently higher than the actual revenue for the years between 2007/08-
2011/12, and the shortfall in revenues exceeded 10% in two out of five years

(Simson and Welham, 2014). The revenue shortfall often means

that the funds will not even reach ministries involved because of liquidity issues or

funds are released with delays.

The second part is the difference between the actual funds released and the exact
amount that was spent, whereby the difference is termed as the “execution gap”.
This sub-section covers the first part, namely the funding gap. Because of the
challenges of obtaining detailed sector actual expenditures, the assessment of
funding gaps was done at an aggregate level of core agricultural ministries that
provided the data. There are significant funding gaps in the sector, as shown in
Table 5.1. Public implementing agents in the agriculture sector reported a high
level of funding gaps between what has been estimated as resources required
versus what has been received. The overall funding gap was 43%, while high
funding gaps were reported in irrigation (60%), agriculture (48%), fisheries (41%),
livestock (19%) and forestry and beekeeping (20%).

Table 5.1: Total budget allocations funded

Vote Title 2017 2018 2019 Total
003  |National Land Use Planning Commission 88% 52% 33% 50%
005 National Irrigation Commission 40% 51% 30% 40%
024 Tanzania Cooperative Development Commission 64% 82% 87% 77%
043 Ministry of Agriculture 44% 66% 48% 52%
048 Ministry of Lands (subvote 2001) 55% 80% 56% 63%
064 Ministry of Livestock Development and Fisheries - F 23% 79% 73% 59%
069 Ministry of Natural Resources and Tourism (subvote 3 193% 17% 61% 80%
099 Ministry of Livestock Development and Fisheries - L 88% 69% 92% 81%
052  |Tanzania Food and Nutrition Centre 70% 64% 83% 72%

Total 53% 65% 54% 57%
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Significant funding gaps were reported on development expenditures compared
with recurrent budgets (Table 5.2). Overall funding gaps were 64% (2017/18), 55%
(2018/19) and 68% (2019/20). The overall funding gap in development

expenditures was 63%, which is significant with a negative impact on planned

projects and activities implementation.

Table 5.2: Development budget allocations funded

2019

Total

003 National Land Use Planning Commission 0% 40% 0% ] 25%
005 National Irrigation Commission 28% 24% 23%|E ] 25%
024  |Tanzania Cooperative Development Commission 0% 0% 0% 0%
043 Ministry of Agriculture 27% 47% 27%|E 1 32%
048 Ministry of Lands (subvote 2001) 49% 78% 50% (I 50%
064 Ministry of Livestock Development and Fisheries - F 0% 58% 52% |18 50%
069 Ministry of Natural Resources and Tourism (subvote 3 231% 11% 57% |0 82%)
099 Ministry of Livestock Development and Fisheries - L 0% 43% M%E]  21%
052 |Tanzania Food and Nutrition Centre 0% 0% 0% 0%

Total 36% 45% 32%|i: 37%
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5.2 Execution Levels

The comparison between what fund has been received and what has been spent
revealed an execution gap. Overall, the execution rates were reported high to
leading agricultural sector implementing agents, as shown in Figure 5.1. Data
provided by implementing agents reported an equal amount between the

“Released Funds” and "Actual Expenditures”.

The significant execution gaps were noted at the Irrigation Commission (27%) and
the Ministry of Agriculture (8%). These could be accounted for by late
disbursements, tight procurement procedures, and inadequate capacity to

implement many activities, especially on development projects.

4 Figure 5.1: Trends in Execution Rates h
92% 98% 99% 100%  100%
el
2017/18 2018/19 2019/20
\_ u Total u Development &
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5.3 Returns on Expenditures

In its core production function, the agricultural sector is a
private business; however, interventions of the public

sector activities through its goods and services are

essential to ensure its development and growth. Empirical ;\ A
evidence suggests that returns on certain types of B .} <&
expenditures are higher than others. For example,

spending on public goods such as agricultural research, extension services,
irrigation and agricultural infrastructure is recognized to have the highest payoffs.
Hence, PER should provide highlights and in-depth information on where often-
limited national resources are reallocated to improve agricultural performance. The
examination is done on these essential expenditure items. The main things covered
in this report are research intensity, extension services, and agricultural

infrastructure.

5.3.1 Research Intensity

Agricultural research has an important role to play in meeting these targets since
many of the new technologies, inputs, and techniques of production that increase
agricultural productivity are developed through agricultural research. A
transformed agricultural research system helps to achieve sustainable food and
income security for all agricultural producers and consumers, particularly for
resource-poor households, whether they are in rural or urban areas. Agricultural
research expenditures are found to have the most considerable effect on

agricultural growth and poverty reduction, especially in the long run.

Research intensity, as measured by the number of resources that are allocated and
spent in agricultural research activities, has a significant impact on the sector
growth and development. However, resources in agricultural research have to
balance between what is spent on the compensation of employees in research
activities relative to the operating costs and development projects. Focus on
personal emoluments and operating expenses on routine and administrative
activities will not contribute to the intensity that is required to drive the sector

growth. Research has to be linked to the development and adaptation of new
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technologies, supportive of extension services and cutting production, processing

and marketing costs in the sector.

Overall, the average budget allocation in agriculture research compared to the
sector total budget allocation was 4.1%, with patterns as shown in Figure 5.2
below. Agricultural research allocations were 4.7%, 3.3% and 4.3%, respectively,
for the three years of the PER. Compounded by the low level of total resources
allocation to the agriculture sector, the research intensity is accounted as low to
bring impact to a large number of smallholders farmers to increase productivity

and profitability of their farming activities.

4 Figure 5.2: Agricultural research relative to total sector allocations )
O,
4.7% 4.3%
3.3%
5 2017/18 2018/19 2019/20 )

Relative to other subcategories of the General Support, agriculture research lies
below the top five, as shown in Table 5.3 below. This means agricultural research
lies below the allocations made in agricultural infrastructure, agricultural marketing,
storage, technical assistance and extension services. The three-year average was

7.1% of the budget allocation in the General Support category.

Table 5.3: Agricultural research within General Support Allocation

Categories Amount Share %
Other support 464,994,889,840 BT 30.6%)
Extension services 335,874,569,451 (I P2.1%
Agriculture_infrastructure 176,817,698,275 11.6%
Marketing 154,158,718,761 10.1%
Storage 143,208,226,625 2.4%
Agriculture research 108,218,995,452 7.1%
Technical assistance 77.,340,246,640 5.1%
Training 48,109,465,992 3.2%
Inspection 11,097,691,699 0.7%
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Table 5.4 below summarises the indicators of agriculture research composition by
sub-sectors. Overall, the most significant agricultural research allocations were
made in crops (68.1%), forestry (13.8%), and livestock (13.7%). The other core sub-
sectors of the agriculture sectors, i.e., fisheries and cooperatives, have small
budget allocations at 3.9% and 0.0%, respectively. The patterns of budget
allocations show inconsistency among the sub-sectors and from one year to
another. The share of research to the agricultural sector has to be consistent in

terms of investments within sub-sectors and on a trend from one year to another.

Table 5.4: Trend of agricultural research by sub-sector

Subsector 2017 2018 2019 Total
Crops 76.2% 65.6% 62.2% 68.1%
Forestry 17.3% 16.1% 8.8% 13.8%
Livestock 6.5% 14.9% 19.7% 13.7%
Cross-cutting 0.0% 1.4% 0.4% 0.5%
Fisheries 0.0% 1.9% 8.9% 3.9%
Cooperatives 0.0% 0.0% 0.0% 0.0%
Total 100.0% 100.0% 100.0% 100.0%

Table 5.5 below summarises the indicators of agriculture research composition
within each sub-sector of the agriculture sector. Most sub-sectors have meagre
research allocations—for example, the livestock 3.8%, and fisheries 2.5% average

of three years.

Table 5.5: Trend of agricultural research within sub-sectors

Subsector 2017 2018 2019 Total
Crops 7.4% 6.4% 6.8% 6.9%
Forestry 4.3% 2.3% 1.7% 2.6%
Livestock 2.0% 3.1% 6.1% 3.8%
Cross-cutting 0.0% 0.3% 0.1% 0.1%
Fisheries 0.0% 0.7% 5.1% 2.5%
Cooperatives 0.0% 0.2% 0.0% 0.0%
Average 4.7% 3.3% 4.3% 4.1%
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In concluding on agricultural research allocation, it is evident that the proportions
were very small relative to the entire agricultural sector overall allocation and each
sub-sector allocation. Figure 5.3 below shows the trend in shares by comparing the
budget allocation in agricultural research versus the target values of 1% on
agriculture GDP (known as “Khartoum Target” for research in Africa). The target
values were calculated as 1% of the agricultural sector GDP as reported by the BoT
(2021a). The agricultural research allocations were 17% (2017/18), 12% (2018/19)
and 16% (2019/20) of the Khartoum targeted level of agricultural research
allocation. Tanzania is far from investing adequate resources in agricultural
research activities to support sector development, growth, and economic

contribution.

Figure 5.3: Comparison of Target vs Research Allocation
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5.3.2 Extension Services

Agricultural extension, also known as agricultural advisory services, plays a crucial
role in boosting agricultural productivity, increasing food security, improving rural
livelihoods, and promoting agriculture as an engine of pro-poor economic growth.
Extension provides a critical support service for rural producers meeting the new
challenges confronting agriculture: transformation in the global food and
agricultural system. Agricultural extension services bridge the gap of information

and technology between research and production by the farmers.

Figure 5.4 below shows a trend in extension services allocations for the review
period. The trend shows a mixed share from 12.7% of the total agricultural sector
allocation in FY 2017/18 to 13.4% in FY 2019/20. The overall three-year period
budget allocation was 12.8% of the total agriculture budget allocations. The
increase in budget allocation of the extensions services was a CAGR of 11% per

annum.

~

Figure 5.4: Trend in Extension Services Allocations )
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During the review period, most of the extension services budget allocation was
accounted by crops sub-sector with 52.3%, followed by livestock 40.1%, cross-
cutting at 3.7%, fisheries (including aquaculture) at 3.0%, forestry and beekeeping
0.5% and cooperatives 0.3%.

Table 5.6: Trend of extension services by sub-sectors

Subsector
Crops
Livestock

Cross-cutting
Fisheries
Forestry

Cooperatives

Grand Total

In terms of relative resources allocation within each sub-sector, extensions services
were allocated on averages by sub-sectors, as shown in Figure 5.7 below. Crops
sub-sector with the majority of extension services resources allocation had 17% an
average of three years, while livestock had 24%, fisheries at 3%, cooperatives at
5% and forestry and beekeeping at 1%. Overall, the level of agricultural extension
services is trim relative to the total budget allocation to the sector and in some

sub-sectors of agriculture, mainly fisheries, forestry and cooperatives.

Table 5.7: Trend of extension services within sub-sectors

Subsector 2017 2018 2019 Grand Total

Crops 14% 19% 17% I | 17%
Livestock 27% 20% 24%

Cross-cutting 2% 2% 5% [| 3%
Fisheries 2% 3% 3% [l 3%
Forestry 0% 1% 1% II 1%
Cooperatives 0% 13% 2% .:] 5%
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5.3.3 Agricultural Infrastructures

Agricultural infrastructure is a typical public good, and it plays a vital role in rural
development. Agricultural infrastructure primarily includes many public services
that facilitate production, procurement, processing, preservation, and trade. There
is also input-based infrastructure: seeds, fertilizer, pesticides, farm equipment and
machinery, etc. Adequate infrastructure raises farm productivity and lowers farming

costs, and its fast expansion accelerates agricultural and economic growth rates.

Increasing the intensity of public investment and improving the supply level of
agricultural infrastructure is necessary to achieve agricultural modernization in rural
areas. As a kind of public good, agricultural infrastructure can drive private
investment to compensate for underinvestment and improve agricultural
productivity. By reducing the cost of agricultural production and increasing output,
agricultural infrastructure can create significant benefits in promoting agricultural

and economic growth in general.

Agricultural infrastructure expenditures were divided into feeder roads, off-farm
irrigation and other infrastructure. Other infrastructure includes several agricultural
infrastructure facilities, such as charcoal dams, animal dips, drying platforms,
livestock health facilities and others. The allocations increased from TZS 50.7 billion
to TZS 68 billion over the three years. Off-farm irrigation had the largest share of
budgets with 72%, followed by other infrastructure at 26%, and feeder roads had
a small allocation at 2%. The central level had majority allocations at 77%, while
the local level allocated 23% of the three years. Relative to total agricultural budget

allocation over three years, agricultural infrastructure was given 6.7%.

Table 5.8: Composition of agricultural infrastructure over three-year period

Subsector Off-farm irrigation | Other infrastructure|  Feederroads| Grand Total
Crops 72.0% 12.4% 1.7% 86.1%
Cross-cutting 0.0% 0.5% 0.0% 0.5%
Fisheries 0.1% 2.7% 0.0% 2.8%
Forestry 0.0% 0.0% 0.0% 0.0%
Livestock 0.0% 10.7% 0.0% 10.7%
Grand Total 72.1% 26.3% 1.7% 100.0%
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5.4 Climate-Smart Agriculture

In Africa, as in other parts of the world, more climate-resilient agriculture is needed
to achieve the triple win of enhancing agricultural
productivity, mitigating emissions of greenhouses, and
assisting farmers in adapting to climate change. Based
on data analysis, smart spending on climate change
was not emerging from the data presented.
Expenditure’s classifications based on FAO-MAFAP
and COFOG+ did not provide room for precise

identification of activities that address or target climate
change to ensure smart spending, except development expenditures planned
under ASDP Il in Component one. Therefore, during the drafting of the PER report,
an effort was made to review all activities and identify those that address or target

climate change best practices.

5.4.1 CSA Composition

Table 5.9 below summarises the climate-smart practices identified from planned
activities and budget allocated during the three years. These were specific
mentioned activities that were grouped under the standard smart methods. The
leading smart practices were agroforestry practices (53.4%), conservation
agriculture  (19.2%), knowledge and capacity building (17.4%), pasture
management (5.8%), and grazing management (3.6%). Other practices with small

allocations were integrated aquaculture, water harvesting and off-farm biogas.

Table 5.9: Allocations to climate smart practices over three-year period

Smart Practices Amount % share |chart
agroforestry practices 16,094,278,305 53.4% | |
conservation agriculture 5,796,631,122 19.2% D
knowledge and capacity building 5,234,624,563 17.4% D
pasture management 1,743,723,032 5.8% D

grazing management 1,073,126,623 3.6% H
integrated aquaculture 118,400,000 0.4%

water harvesting 57,792,000 0.2%

on-farm biogas production 34,871,748 0.1%

Grand Total 30,153,454,393 100.0% l
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5.4.2 CSA Trends

Table 5.10 below shows trends and patterns of climate-smart agricultural practices
over the review period. The patterns show inconsistencies among the practices on
budget allocations from one year to the other. Overall, agroforestry had a higher

share than other practices.

Table 5.10: Trends and proportions on allocations to climate smart practices

Smart Practices 2017 2018 2019
agroforestry practices 63.1% 39.7% 54.6%
conservation agriculture 31.4% 6.4% 15.2%
knowledge and capacity building 0.9% 34.2% 23.4%
pasture management 2.3% 11.5% 4.4%
grazing management 2.0% 7.5% 1.1%
integrated aquaculture 0.0% 0.6% 0.8%
water harvesting 0.4% 0.0% 0.2%
on-farm biogas production 0.0% 0.0% 0.4%
Grand Total 100.0% 100.0% 100.0%
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5.5 Rural Development Support

Rural expenditure provided a better measure or view on how rural development is
supported in a country, besides supporting
the agricultural sector indirectly. Rural
expenditure covers multiple sectors, among
| which directly impact the agricultural sector
. value chain like rural roads, water and energy;
. and others indirectly to farmers livelihood
. such as health and education. MAFAP
methodology, besides agriculture specific
spending, also captures - to some extent -

expenditures on broader rural development

(e.g., rural infrastructure, health and
education programmes in rural areas) given their essential role in agriculture sector
development, even if they are not specific to the sector (FAO, 2018).

Rural development expenditures are accounted as agriculture-supportive
expenditures. These expenditures are not directly related to the agriculture sector,
but rural development more broadly, and such could indirectly affect the
agricultural sector's performance. Whenever possible, the agriculture-supportive
expenditures are collected and classified but not included in the total agriculture

expenditures.

The main components of the agriculture-supportive expenditures are rural
infrastructure, rural education, rural health, and other supportive rural spending.
The rural infrastructure expenditures include rural energy, rural roads and rural
water and sanitation expenditures. Some of these expenditures are accounted for
under non-agricultural ministries. Three ministries that responded to data requests
for the PER study are the Ministry of Energy (Rural Energy), the Ministry of Water
(Rural water and sanitation) and PO-RALG (Rural Roads and Rural Health). The
Tanzania Rural and Urban Roads Agency (TARURA), which is under PO-RALG,

manage the development of rural and urban roads.
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Table 5.10 summarises the total of these rural development expenditures for
comparison with total budget allocations for the agriculture sector. The rural
development expenditures budget allocations are higher than the allocation made
to the agriculture-specific expenditures in all sub-sectors. There is a clear sign that
the agriculture sector received a small budget allocation from the public sector.
However, it should be noted that rural roads, as reported by TARURA, also include
urban roads expenditures. Rural Health comprised only development expenditures
and without PEs and OCs. Total rural budget allocation over three years is
equivalent to 3.7% of the total budget and 1% of the national GDP.

Table 5.10: Agriculture-Supporting Expenditures (TZS million)

Expenditure 2017/18 2018/19 2019/20
Rural Energy 667,480 567,120 423,108
Rural Water 263,410 262,000 272,719
Rural Roads 295,000 267,000 245,000
Rural Health 122,732 61,284 195,439
Total Rural 1,348,622 1,157,404 1,136,266

Source: Ministries for Energy, Ministry of Water, and PO-RALG.
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6 PUBLIC EXPENDITURES IN ASDP Il

ASDP 1l is a significant development programme for the agricultural sector in
Tanzania; hence, its separate analysis will provide insights into the levels,
composition and quality of expenditures over the last three years of
implementation. The section is structured under three main areas: programme

structure, resources allocation, and programme execution.

6.1 Programme Structure

ASDP is an investment vehicle that pools together agricultural projects and
initiatives  towards  developing the
agricultural sector in Tanzania coherently.
ASDRP Il has formulated after completing
the ASDP |, which started in 2006/07 and
- was completed in 2013/14. The duration
of ASDP Il is ten years, beginning in
2017/18 to 2027/28. The Programme is
to be implemented in two stages of five
years each, the first starting from 2017/18
to 2021/22. However, it should be noted
that ASDP Il actual starting period was FY
2018/19. The main objective of ASDP Il is

to transform the agricultural sector (crops, livestock and fisheries) towards higher

productivity, commercialization level and increase smallholder farmer income for
improved livelihood and guarantee food and nutrition security. The timing of this
PER aligns with the two years of ASDP Il implementation, i.e., from 2018/19 to
2019/20.
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6.1.1 Components

ASDRP Il is a result-oriented sector programme for public support delivery. It serves

as the primary vehicle for the implementation of the sector strategy but also sub-

sector policies and development programmes (crops, livestock, fisheries,

marketing, food security and nutrition, private sector, etc.). The Programme is

structured under four main components, broken down into sub-components,

investment areas and projects for implementation (see Table 6.1 below).

Table 6.1: ASDP |l components and projects

Components Subcomponents Investments Projects

1. Sustainable Water and Land 3 5 12
Use Management

2. Enhanced Agricultural 5 5 19
Productivity and Profitability

3. Commercialization and Value 2 3 13
Addition

4. Strengthening Sector Enablers 10 12

Total 16 23 56

Source: ASDP Il Programme Document

Furthermore, ASDP Il has about 12 focus areas distributed in agricultural ecological

zones. Table 6.2 summarize resource allocation between the national and the local

levels by components. On average, it is expected that 25% of the resources will be

utilized at the national and RSs, while the Local Government Authorities will spend
75%*.

Table 6.2: ASDP Il resource allocation

Component National Local
Sustainable Water and Land Use Management 27% 73%
Enhanced Agricultural Productivity and Profitability 31% 69%
Commercialization and Value Addition 31% 69%
Strengthening Sector Enablers 52% 48%

* Central data available do not enable detailed breakdown of expenditures by district or regions to
understand geographical allocations.
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6.1.2 Programme Costs

By combining the base development budgets for each component, the overall
investment costs of ASDP Il were estimated at TZS 13.819 trillion (equivalent to
USD 5.979 billion) over five years of the first phase. The breakdown of programme

costs by components is provided in Table 6.3 below.

Table 6.3: ASDP Il Total Programme Costs in Phase 1

Component Total % Total

1. Sustainable Water and Land Use Management 2,024,645 15%

2. Enhanced Agricultural Productivity and Profitability 8,081,498 58%

3. Commercialization and Value Addition 3,575,503 26%

4. Strengthening Sector Enablers 137,446 1%

Grand Total 13,819,092 100%
6.1.3 Expected Financing

ASDP |l is expected to be funded by a combination of fund sources from the
Government, DPs (on-budget), DPs (off-budget), and the private sector. Three
critical success factors of ASDP |l are the development of projects and activities
that are aligned to the components and subcomponents with the capacity to scale-
up growth, second availability of the funds on time and thirdly, the proper
execution and coordination of the programme activities by a wide range of
stakeholders.

Table 6.4: ASDP Il Financing Structure in Phase 1

Component Govt | DP on-budget | DP off-budget | private
Sustainable Water and Land 15% 60% 15% 10%
Use Management

Enhanced Agricultural 51% 29% 15% 5%
Productivity and Profitability

Commercialization and Value 33% 40% 22% 5%
Addition

Strengthening Sector Enablers 51% 23% 25% 1%

Source: ASDP Il Programme Document
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6.2 Resources Allocation

6.2.1 ASDP [l Data

Data from the ASDP Il Coordination unit are in aggregate form, with high-level
classification on components and agricultural implementing agencies. However, to
break down the composition and synthesize critical issues of investment focus
areas, sub-sectors, spent location etc., the need to obtain detailed data was a
priority for this PER. Detailed data were obtained through identification and
extraction from MTEFs of ASDP Il budget allocations in development expenditures
as budgeted by the ASLMs and non-ASLM institutions. ASDP II's main project code
is 4486. However, ASDP Il includes other projects codes such as 4407 (swiofish
project), 4429 (AFDP), 4493 (SAGCOT), 4494 (MIVARF), 4496 (ERPP), 4499
(TANIPAC) and 4701 (swiofish project). All activities budgeted under these codes
were extracted and analysed from their respective votes and sub-votes in this

report. Both the central and local institutions used the project codes.

Table 6.5 compares total budget allocations as per MTEFs and data provided by
the Coordination Unit on aggregate. The budget approved as reported by the
Coordination Unit is much higher than the extracted budget estimates by activities
from MTEFs. The review of the implementation reports revealed that other
implementing agencies in ASDP Il were not captured in MTEFs of ASLMs and non-
ASLMs. These institutions are the Tanzania Prison Services (TPS) under the Ministry
of Home Affairs, National Service (JKT) under the Ministry of Defence and National
Service, Regional Secretariats (RSs), Vote 56 PO-RALG (TAMISEMI) and the
Tanzania Rural and Urban Roads Agency (TARURA). TARURA expenditures
comprise both agriculture-specific expenditures (“feeder roads” included by
COFOQG) and agriculture-supportive expenditures (“rural and urban roads”
excluded by COFOG).

Table 6.5: ASDP Comparison of Budget Estimates and Approved
Budget Allocation 2017/18 2018/19 2019/20

Per MTEFs 178,757,953,997 205,877,608,399 273,726,470,721

0 445,587,907,297 489,711,632,430

Page | 76



FINAL REPORT
Public Expenditure Review on Agricultural Sector

6.2.2 Components Allocation

The ASDP Il breakdown of budget allocation was made by fiscal year based on

detailed data analysis, as shown in Table 6.6 below. Component with the largest

share of budget allocations was agriculture enhanced productivity (36.1%),

followed by commercialization and value chain (33.6%), sustainable water and land

use (16.3%) and strengthening sector enablers (14%).

Table 6.6: ASDP Comparison of Budget Estimates and Approved

Components and Subcomponents 2017 2018 2019
=ISustainable }i_l 14.4% (I8 | 18.9%|B | 15.6%
1.1. Land Use Planning ] 3.2% | ] 9.4%|| 0.3%
1.2. Integrated Water Use ‘l:l 11.2% (I ] 9.3% |I_] 15.3%
1.3. Climate Change Resilience 0.1% 0.2% 0.0%
= Productivity ) <o
2.1. Extension Training ] 2.4%|| 1.4%|H 3.2%
2.2. Agricultural Inputs B 17.8% [ 265% ] 21.1%
2.3. Research + Development B 4.8%|| 0.6% (IE] 7.4%
2.4. Mechanization Services | 0.5% (] 4.5% (] 3.2%
2.5. Food + Nutrition K 6.1% 0.1% | 6.4%
=Commercilization |t 38.3% [N 127.3% [II_35.3%
3.1. Marketing [ B  17.6% [ 345%
3.2. Agro-processing | 0.2% I 9.7% 0.4%
=lEnablers B 15.6% (] 20.7% 7.9%
4.1. Policy + Regulatory 0.1%|| 0.5% 0.1%
4.2. Stakeholder Empowerment | 0.7%|| 0.5% 1.9%
4.3. Sector Coordination Bl 5.3% |l 3.1%]|l 0.6%
4.4. Monitoring + Evaluation | 1.0% |l 2.3% |l 1.5%
4.5. Institution Capacity ] 8.7%|IE] 5.6% |l 3.5%
4.6. Rural Financing 0.0% [I] 8.7%| 0.3%
Grand Total 100‘O%| 100.0% 100.0%
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6.2.3 Investment Focus Areas

Table 6.7 below shows the indicators of budget allocations of ASDP Il based on

focus investment areas. Overall, the activities focused on productivity (32.9%),

infrastructure (25%), post-harvest (11.6%), training and capacity building (10.2%),

and agricultural services (8.7%).

Table 6.7: ASDP Il focus areas in allocations

Focus Area Commercilizatior Enablers Productivity Sustainable Grand Total
Agricultural Services 0.3% 7.6% 0.4% 0.3% 8.7%
Emergence Preparedness 0.0% 0.0% 0.0% 0.0% 0.0%
Information Technology 0.1% 0.7% 0.0% 0.0% 0.9%
Infrastructure 12.9% 1.0% 2.7% 8.4% 25.0%
Natural Resources Managemen 0.0% 0.0% 0.0% 0.7% 0.7%
Nutrition 0.0% 0.0% 0.0% 0.0% 0.0%
Policy Reforms 2.2% 0.0% 1.7% 0.2% 4.1%
PostHarvest 11.3% 0.1% 0.2% 0.0% 11.6%
Productivity 1.3% 1.0% 2412% 6.5% 32.9%
Research + Extension 0.1% 0.4% 1.3% 0.2% 1.9%
Safety Net 0.0% 0.0% 3.8% 0.0% 3.8%
Training + Capacity Building 5.4% 3.1% 1.7% 0.0% 10.2%
Grand Total 33.6% 14.0% 36.1% 16.3% 100.0%
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6.3 Programme Execution

The ASDP Il programme started implementation in FY 2018/19. Therefore,
compared with the PER timeline, the ASDP Il covered the last two years of the
review, i.e., FYs 2018/19 and 2019/20. During these two years, the ASDP I
Coordination Unit under the Prime Minister's Office has prepared the
implementation reports published in June 2020 (implementation Report for FY
2018/19) and September 2020 (for implementation report FY 2019/20). These
reports and their datasets form the core source of the PER review on this part of

the report.

6.3.1 Funding Level and Gaps

The ASDRP Il total approved budget was TZS 445.5 billion in FY 2018/19 and TZS
489.7 billion in FY 2019/20 (Figure 6.1). However, the total funds released were
TZS 243.8 billion (54.7%) and TZS 288.8 billion (59%). Overall, in two years, the
funding gap was 43%. All components of the programme have significant funding

gaps, as shown in Figure 6.2 below.

4 Figure 6.1: ASDP Il trend in Funding Level ®

59.0%

54.7%
AN 2018/19 2019/20 )
4 : : : Y
Figure 6.2: Funding Gaps by components
STRENGTHENING SECTOR ENABLERS 92.8%

ENHANCED AGRICULTURE PRODUCTIVITY
SUSTAINABLE WATER AND LAND USE
COMMERCILIZATION AND VALUE ADDITION

A )
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6.3.2 Execution Rates

During the review of the two years, the ASDP Il execution rates were 99.1% and
72.8%, as shown in Figure 6.3. Based on weighted expenditures, components with
high execution rates were component 2 (enhanced agricultural productivity) and
component 4 (strengthening sector enablers). In contrast, two components have
average execution rates, namely component 1 (sustainable water and land use
management) and component 3 (commerecialization and value addition (Figure 6.4).

Overall, the execution rate for the two years was 84.9%.

4 Figure 6.3: ASDP Il trend in Execution Rate N

99.1%
72.8%

\_ 2018/19 2019/20 VY

Figure 6.4: Execution Rates by components

ENHANCED AGRICULTURE PRODUCTIVITY 99.2%

STRENTHENING SECTOR ENABLERS 98.5%
SUSTAINABLE WATER AND LAND USE 87.5%
COMMERCILIZATION AND VALUE ADDITION 82.4%
\ J
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7 SUMMARY AND RECOMMENDATIONS

PER is a process that aims to inform and provide evidence-based analytical

Y R ) information for policies alignment and input into
' ' the country's budgetary process. PER indicators
presented in the report are part of diagnostic
tools; hence, they cannot be exhaustive in
answering many questions on agricultural sector
problems. Therefore, this section of the report

provides a high-level summary of key findings

: and policy recommendations to support
transforming the agricultural sector and growth in Tanzania.

7.1 Key Findings

e This report uses various definitions of the agriculture sector to present a public
expenditure review from 2017/18 to 2019/20.

This report presents the Public Expenditure Review (PER) of Tanzania's agricultural
sector (including crops, livestock, forestry, and fishery) over 2017/18-2019/20. Data
was collected from both government (central and local levels) and donor sources,
classified and analysed from July to October 2021 to identify the trends and
composition of agricultural spending, and assess its alignment with stated policy
priorities.

This PER follows the methodology and framework of FAO-MAFAP for monitoring
and analysing food and agricultural policies (FAO, 2015). Different definitions of
agriculture are used in the report, with additional coverages for other users. Public
expenditure is thus analysed: (i) for the core sector, following the COFOG+
definition; (ii) for an enlarged definition of the sector, including agriculture-specific
expenditures (COFOG+) and agriculture-supportive expenditures (including rural
roads, rural energy etc.) (FAO-MAFAP methodology); (iii) for Agricultural Sector
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Development Programme Phase Il (ASDP ll), the central agriculture policy
framework in Tanzania.

e Agricultural expenditures increased but remained at about a fifth of the CAADP
target over the period

The overall level of allocations to agriculture (COFOG+) increased in absolute and
relative terms over the period. In absolute terms, spending on agriculture (as
defined by COFOG+) increased from TZS 585 billion in 2015/16 to TZS 846 billion
in 2017/18 and TZS 970 billion in 2019/20 in nominal terms. Over the period, 74%
of the budget was channelled through the central level and 26% through the local
level.

Agricultural spending is meagre compared to the CAADP target of committing
10% of the national budget to the agricultural sector. Agriculture allocation
(COFOG+) represented 2.7% of national budget in FY 2017/18 (up from 2.6% in
2015/16), 2.6% in 2018/19 and 2.9% in 2019/20. Over the period 2005/06 to
2015/16, budget allocation to agriculture fluctuated between 1.4% and 4.5% of
the national budget. It is also shallow compared to the agricultural GDP (2.6% over
the period).

e The funding gap represents a large half of the budget, but execution levels are
high.

A large half of the budget was unfunded: the funding gaps reached 47% in
2017/18, 35% in 2018/19 and 46% in 2019/20 at the central level, with an average
of 43% over the period. However, they were much higher on the development
allocations (63%).

Central ministries and institutions reported high execution rates, except for the
National Irrigation Commission (execution rate of 73%) and the Ministry of
Agriculture (92%).

The same trends are found at the ASDP Il level. While the approved budget was
TZS 445.5 billion (2018/19) and TZS 489.7 billion (2019/20), the total released funds
were TZS 243.8 billion (2018/19) and TZS 288.8 billion (2019/20). The average
funding gap was 43%. However, on the execution side, the rate was 99.1% and
72.8% in the first and second years.

Project earmarking and off-budget financing modality have remained the dominant
form of funding activities, contrary to the spirit of the ASDP Il programming
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document. More effective coordination through collaborative planning, monitoring
and evaluation would attract more resources into the sector and facilitate alignment
with sector objectives.

e Foreign aid likely represents between a third and a half of public agricultural
expenditures.

Access to accurate and harmonized data on off-budget expenditures is a
challenge. The ASDP Il National Coordination Unit (NCU), created in 2019,
increasingly coordinates data collection on foreign aid to the sector. However,
gathering information for off-budget activities over the 2017/18-2019/20 period
proved challenging, and the data collected is likely incomplete, with quality
concerns.

Findings suggest that off-budget foreign aid covers a significant part of resources,
about a third of public agricultural spending. The data collected shows that off-
budget financing has been increasing from TZS 192.5 billion in 2017/18 (23% of
agricultural allocation), TZS 250.2 billion in 2018/19 (30%) and TZS 349.1 billion in
2019/20 (36%). A couple of large projects drive these trends, and they mask the
fact that significant donors have reduced their commitments over the period.

ASDP Il gets support from the development partners, and after two years, it
amounts to 15% of the expected contribution over five years. ASDP ll's original
budget includes TZS 7,368.7 billion from donors over 2017-2028. Contribution
currently amounts to 15% of expected funding, with a particular lag on the
“Sustainable Water and Land Use Management” component of ASDP Il. Early
analysis conducted in the PER points out a need for improved geographical
targeting of projects to enhance their impact.

e Public agricultural spending remains focused on recurrent budget, while
development budget remains limited.

Public spending is increasingly focused on the recurrent budget instead of the
development budget. The shares of agriculture (COFOG+) recurrent budget were
56% in FY 2017/18, 58% in 2018/19 and 56% in 2019/20. The development budget
represented 44% in FY 2017/18, 42% in 2018/19 and 44% in 2019/20. In addition,
over the period, the development budget allocation planned by the local level
(LGAs) collapsed from TZS 47.1 billion in FY 2017/18 to TZS 6.4 billion in FY
2019/20.
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The cooperatives sub-sector does not have a development budget. The period of
review shows that the cooperatives sub-sector, as represented by the Tanzania
Cooperatives Development Commission (TCDC), did not include any development
expenditures in its MTEFs. This means TCDC has no projects to implement in the
cooperatives sub-sector.

e Public spending in agriculture essentially targets public goods, with a significant
focus on infrastructure.

Analysis of budget composition shows that most spending supports institutions
and general support. Over the period, institutions (administration costs) received
33% of the agricultural budget, public support of 47% and agents (transfers to
producers and consumers) 20%. The share of the latter has been decreased
significantly in the absence of a national subsidy program. However, over the
period under review, its share has been increasing because of allocations to state-
owned enterprises (ASA for seed and TAFICO for fisheries).

General support to agriculture (COFOGH+) is primarily targeted for infrastructure,
marketing, and storage. Allocation to infrastructure increased from TZS 50.7 billion
to TZS 68.3 billion over the three years. It included off-farm irrigation (71.9%),
feeder roads (1.7%) and a whole range of other infrastructures (26.4%) such as
charcoal dams, animal dips, drying platforms, and livestock health facilities.

While Tanzania provides low support to its agricultural sector (COFOG +), it invests
significantly in its supportive environment through additional rural infrastructure.
The analysis of public allocation to agriculture in its broader sense (FAO-MAFAP
definition), that is, including rural energy, rural roads, water supply and sanitation,
reaches TZS 2.028 trillion in 2017/18, 1.842 trillion in 2018/19 and 1.941 trillion in
2019/20. This is on average twice as much as what was spent on the sector itself.

e Expenditures are low on agricultural research, extension services, and climate
change adaptation

Agricultural research represented less than 5% of agricultural expenditures. On
average, over the period, expenditures on agricultural research only reached 15%
of the “Khartoum Target” for research in Africa (which commits to allocate 1% of
agricultural GDP to research).

Data was specifically collected to analyse investments that could contribute to

climate-smart agriculture, which turned out to be very low. More budgeted
activities target agroforestry (53.4%), conservation agriculture (19.2%), knowledge
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and capacity building (17.4%), pasture management (5.8%) and grazing
management (3.6%). Together, they represent about 1.1% of all agricultural
spending (COFOGH).

7.2 Policy Recommendations

The agricultural Public Expenditures Review for 2017/18-2019/20 leads to the
following recommendations:

. Turn agriculture into a growth engine by prioritizing investments in the sector,
particularly investments in development expenditure

Agricultural growth in Tanzania requires long-term structural investments, which
will facilitate inclusive growth catering to over 75% of the population. In terms of
sectoral allocation, this would need development expenditures to exceed recurrent
ones. The downward trend of development expenditures at the local level mainly
concerns the sector's mid to long-term transformation, with the potential to reverse
progress made through past investments. While an overall increase in public
expenditures is necessary for the agricultural sector in Tanzania, fiscal space
remains scarce. It is therefore of utmost importance for agricultural spending to
provide as much value for money as possible.

. Focus spending on high-return areas and commodities

Improving the targeting of spending over space will help increase value for money.
There is a need to assess the criteria for the spatial distribution of funds between
regions and agro-ecological zones. For instance, investments in irrigation for both
large-scale and small-scale farms could be targeted in specific areas and crops
beyond paddy rice, such as maize and tea. Targeting could also be improved on
commodities that support sector growth, ensure food security and resilience to
climate change.

. Invest for the future: boost agricultural research and extension services and
gear up climate change adaptation

Expenditures on research and extensions services have been shown to have the
highest returns on investments to boost productivity. A change of strategy to foster
innovation at all levels in Tanzanian agriculture and food value chains would boost
growth and foster value and job creation. Future development will also closely
depend on the capacity of the whole sector to adapt to climate change, expected
to hit hard the country and undermine agricultural productivity in the mid to long
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term. Significant investments are needed for Tanzania to meet this challenge in the
upcoming decade.

. Improve on and off-budget reporting to inform decisions better

Data collection proved to be challenging for off-budget and the local levels.
Understanding how much money is allocated to the sector at the local level is core
to improving returns of public funding and improving targeting. There is a need to
develop and harmonize the systems and databases that capture agricultural sector
data to provide efficient and effective means to build evidence-based guidance for
the sector.

. Improve funding coordination to support government priorities and ASDP ||
For Tanzania to meet its ambitious development goals and transform its agricultural
sector into a growth engine, all partners must pull in the same direction.
Strengthening coordination mechanisms and ensuring complementarities between
on and off-budget projects implemented at the district level with District
Agricultural Development plans (DADPs) will thus be critical. Among the strategies
to do so, re-vitalizing a basket fund to support ASDP Il could be of high relevance.

. Decide on the consistency of using a specific PER methodology

Past PERs were based on high-level analysis using functional form data on the
Government expenditures. This year, PER was based on FAO-MAFAP
methodology with a detailed breakdown into four levels of analysis. There are also
other methodologies to undertake PER in the agricultural sector; hence the
decision is required to select and apply methodology consistently in order to
benefit from comparative indicators. An alternative approach is to develop the
country own PER methodology to respond to local needs.

e Develop mechanism on data gathering for PER and sector usage

Tanzania has conducted PER on the agricultural sector over several years; however,
data collection has been a challenge and time consuming all the time. It is
recommended that a data gathering mechanism and archiving database be
developed that will enable lite PER to be conducted every year and in-depth PER
to be conducted after every three years.

e Set a realistic target for sector allocation with a marginal increase each year.

Many African countries found it difficult to allocate resources up to 10% of their
national budget to the agricultural sector. Therefore, it is recommended that
strategic decisions must be made to step up allocation with a realistic target of 5%

Page | 86



FINAL REPORT
Public Expenditure Review on Agricultural Sector

in five years’ timeframe. This means the target to step up budget to 3.3%, 3.7%,
4.3%, 4.6%, and 5% can be achieved in the next five years.

e Carry out further studies to support PER results

Further analysis is thus recommended to assess the effectiveness of public
expenditure in critical strategic areas for Tanzania’s agricultural growth. The
additional studies proposed include agricultural public expenditure impact
assessment, support to farming mechanisation, and agro-processing.

7.3 Implementation Matrix

Table 7.1 below summarises the implementation matrix for the policy
recommendations made. The matrix comprises recommendations tasks, lead

implementer, and support mechanism.

Table 7.1: Recommendations’ implementation matrix
Key tasks

Recommendation

Lead

implementer

Support

mechanism

Turn agriculture into a Review existing ASDP IINCU | e ASLMs
growth engine by projects. e MoFP.
prioritizing investments in Develop additional e DPsWG
the sector, particularly required projects.
investments in
development expenditure
Focus spending on high- Develop ASLMs e MoFP
return areas and implementable
commodities activities and include
them in MTEFs.
Invest for the future: boost Develop AS[Ms e MoFP
agricultural research and implementable
extension services and activities and include
gear up climate change them lude in MTEFs.
adaptation
Improve on and off-budget Develop ToR. ASDP IINCU | e DPsWG
reporting to inform Review current e MoFP
decisions better mechanism. e ASLMs
Improve mechanism.
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Recommendation

Key tasks

Lead

implementer

Support

mechanism

Improve funding Review current ASDP IINCU e MoFP
coordination to support coordination e ASLMs
government priorities and mechanism and
ASDRP I recommend

improvement.
Decide on the consistency Review current ASDPIINCU | e MoFP
of using the specific PER methodologies. e ASLMs
methodology Adopt or develop,

own methodology
Develop mechanism on Develop ToR. ASDP IINCU | e MoFP
data gathering for PER and Carry out a review of e DPsWG
sector usage existing the e ASLMs

mechanism.

Develop database

and data collection

mechanism.
Set a realistic target for Identify all MoFP e ASDPII
sector allocation with a Agricultural Sector NCU
marginal increase in each institutions in the e ASLMs
year country.

Review their current

MTEFs and identify

critical activities to

boost investment.
Carry out further studies to Select study areas. ASDPIINCU | e ASLMs
support PER results Develop ToR. JASR

Carry out studies. e DPsWG
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plans.
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8.2 Appendix B: Agricultural Institutions

VOTE | TITLE SUB-VOTE | COMPONENT

003 THE NATIONAL LAND USE ALL LANDS MANAGEMENT
PLANNING COMMISSION

005 THE NATIONAL IRRIGATION ALL IRRIGATION
COMMISSION

024 THE COOPERATIVE ALL COOPERATIVE
DEVELOPMENT COMMISSION

037 THE PRIME MINISTER’S OFFICE 5001 ASDP Il COORDINATION

043 THE MINISTRY OF AGRICULTURE ALL CROPS

044 THE MINISTRY OF INDUSTRY AND AGRICULTURE MARKETING
TRADE

048 THE MINISTRY OF LANDS 3001 LANDS MANAGEMENT

049 THE MINISTRY OF WATER RURAL WATER

052 THE MINISTRY OF HEALTH (TENC), | TENC NUTRITION

056 PO-RALG e SCHOOLS FEEDING

PROGRAMS

e RURAL EDUCATION

e RURAL HEALTH

e RURAL INFRASTRUCTURE
e RURAL OTHER SUPPORT

058 THE MINISTRY OF ENERGY RURAL ENERGY
060 THE MINISTRY OF INDUSTRY AND | 4002 AGRICULTURE MARKETING
TRADE
064 THE MINISTRY OF LIVESTOCK ALL FISHERIES
AND FISHERIES
069 THE MINISTRY OF NATURAL 3001 FORESTRY & BEEKEEPING
RESOURCES AND TOURISM
099 THE MINISTRY OF LIVESTOCK ALL LIVESTOCK
AND FISHERIES
REGIONAL SECRETARIATS (26 AGRICULTURE
REGIONS)
LOCAL GOVERNMENT e AGRICULTURE, IRRIGATION
AUTHORITIES (184 LGAS) & COOPERATIVES
DEPARTMENT
e LIVESTOCK & FISHERIES
DEPARTMENT
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8.3

8.3.1

Appendix C: Public Expenditure Review Framework

Specific Tasks

The general framework for conducting PER is provided in terms of reference (ToR).

Specifically, the ToR states that:

8.3.2

PER will utilize FAO-MAFAP public expenditure analysis methodology to
measure URT's total agricultural expenditure consistent with the COFOG+
definition and assess the country’s performance against the CAADP target of

10% of national budget allocation for agriculture.

The period of analysis coincides with the first two years of the first stage of
the Agriculture Sector Development Programme phase two (ASDP |).
Therefore, the PER will analyse the coherence between URT's public
expenditures, the objectives and priorities outlined in the ASDP Il Program

and Project budget requirements.

Finally, the PER will also allow FAO-MAFAP to complete and update its public

expenditures database for URT. The three components of the PER, namely
FAO-MAFAP methodology, COFOG+ definition and ASDP I, are covered in

more detail in the following sub-section on PER classification.

Which Definition?

What constitutes total public agricultural sector expenditures depends on its

definition to compile the data for aggregation. There are two categories of the

meanings of what comprises the agriculture expenditures, namely narrow definition

and broad definition. During the current PER in Tanzania, it was observed that four

definitions could be adopted depending on the user of the information. These

possible definitions are outlined in Table 8.1 below:
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Table 8.1: Four type definitions

components, agriculture-specific
expenditures (mainly COFOG+
definition) and agriculture-

supportive expenditures.

Definition Description Contents
Definition 1| This is the core definition of what | This is mainly Agriculture-Specific
(COFOGH) makes up agriculture expenditures | Expenditures for agricultural
as it is based on the enhanced | agencies. This includes personal
Classification of Functions of | emoluments, other charges, and
Government (COFOG+). CAADP | development expenditures.
has adopted this definition to
report the agriculture sector's
performance to the AU.
Definition 2 | The second definition is based on | This includes both on-budget and off-
(COFOG+OFF- | the total expenditures as defined | budget public expenditures on the
BUDGET) by COFOG+ and off-budget | agricultural  sector.  Types  of
expenditures financed by the | expenditures are personal
development partners to the | emoluments, other charges, and
agricultural  projects. The AU | development expenditures, both on-
Guiding Notes allow the inclusion | budget and off-budget.
of the off-budget data if they have
credible information.
Definition 3 | The third definition is based on the | This includes both agricultural-
(FAO-MAFAP) | FAO-MAFAP methodology, | specific expenditures and
according to which agriculture | agricultural-supportive expenditures.
expenditures have two | Agricultural-specific is the same as

definition one, while agricultural-

supportive expenditures are rural
expenditures (e.g., roads, energy,
sanitation,  health,

water and

education, etc.).

Definition

4

(FAO-MAFP +
OFF-BUDGET)

The fourth definition is based on
MAFAP, together with off-budget
expenditures by the development

partners.

This includes three items, agricultural-
specific expenditures, agricultural-
supportive expenditures, and off-
budget

spending.

expenditures on public
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8.3.3 Conceptual model

Each country’s agricultural sector PER is unique; hence, it requires a tailored
approach. This current PER approach was tailored and aligned to the specific
methodology and scope of the work outline in terms of reference (ToR). In the case
of Tanzania, PER is conducted in a participatory manner with the agriculture sector
stakeholders represented by the JSR Technical Team. The participation of the JSR
Technical Team was in the validation process at various stages of the work. Based
on a conceptual framework model of input-output relationship, the task was to
translate inputs (expenditures data as budgets, actuals and policies) through
analytical models (spreadsheets and databases) to produce outputs as
classifications and indicators for the agriculture expenditures of the three years.
The conceptual framework model is depicted in Figure 8.1, with a hierarchy of

inputs, analysis models, and expected outputs.

Figure 8.1: Conceptual model of PER

Analysis Models

Outputs

Classifications Indicators
o Database
Policies

Source: Developed by consultant
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8.3.4 Perimeter

The perimeter corresponds to the extent of public expenditure data to be included
in the data collection and analysis. Therefore, this sub-section provides a perimeter
framework that guides the public expenditure mapping and analysis. The terms of
reference (ToR) require the validation of the perimeter of study, i.e., public
expenditures to be included in the PER, which the JSR Technical Team conducted
during two workshops in Dodoma in August and Morogoro in October 2021.

Perimeter framework is based on two key concepts, as discussed below.

Perimeter by definition

The perimeter of the analysis is based on FAO-MAFAP's definition of agriculture.
It states that all public expenditure on food and agriculture reported in the national
budget of a country is considered in the FAO-MAFAP approach, regardless of their
nature, objectives, perceived economic impacts or source of funding. The
perimeter of expenditure on food and agriculture in FAO-MAFAP contains
agriculture-specific and agriculture-supportive expenditures. However, it should be
noted that to assess Tanzania agricultural expenditures against the CAADP 10%
target and ASDP |l objectives and priorities, the second component for agriculture-

supportive spending was excluded.

Perimeter by principles

Based on the principles and concept for what makes up the public expenditure on
agriculture (PEA), a few areas need consensus on what to include and not to include
(CAADP/NEPAD, 2015a, 2015b). Based on the information deduced from the
literature reviews, three main principles will be taken into account as the perimeter

for the current assignment. These are described below:

o Common Standards: Based on AU Guidance Note (AU, 2015), the first
perimeter is set on the common standards that expenditure approach and
data classification and collection system shall be “enhanced COFOG"” with
four core functions (crops, livestock, fisheries and forestry) together with
cross-cutting activities and programs. These common standards extend data
collection beyond the current ASLMs structures in Tanzania. For example,

forestry and beekeeping are managed by the Ministry of Natural Resources
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and Tourism (MNRT) and many cross-cutting activities that directly impact the
agricultural growth come from outside the ASLMs, such as land management

from the Ministry of Lands and the National Land Use Planning Commission.

) Off-Budget Expenditures: AgPER Lite Guide (AU, 2015) states that off-
budget expenditures can be included if credible information is available.
Experience has revealed difficulties in getting this type of data amid weak

coordination among stakeholders of the agriculture sector.

J Cash Basis Accounting: AU Guidance Note recommends using cash, not an
accrual accounting system, in collecting the public expenditure data for the
analysis. This means the budget and actual expenditures data should be cash

and not an accrual base.

Page | 98



