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EXECUTIVE SUMMARY

The Government of the United Republic of Tanzania aims to strengthen public sector cost management 
to deliver quality services at the lowest possible costs. It does so by improving the budget preparation 
process to ensure economy, efficiency, and effectiveness in the allocation of resources. Since 2008, 
the Minister of Finance has announced efforts to strengthen cost management and use the savings to 
promote the country’s development objectives. 

The Government uses the Guidelines for the Preparation of Plans and Budget (GPPB), which 
instruct Accounting Officers to take ‘expenditure control and cost reduction measures’ during budget 
preparation. The current Government has emphasized reducing avoidable expenditures of various 
budget items including the procurement of services such as insurance, courier, internet, telephone, 
media and transport, consultancies in areas of construction, supplies of services and materials, national 
ceremonies, sitting allowances, printing of T-shirts, caps, bags, foreign travels, overseas short term 
training, imported office furniture, conducting meetings outside public offices, training, seminars and 
workshops, public utilities including water, telephone and electricity, acquisition of office buildings 
and motor vehicles, control of students’ higher education loans, foreign exchange transactions and 
exchange rate expenses, among others.

This analysis, however, focuses on six particular budget items (henceforth referred to as ‘focus budget 
items’), namely; ‘training’ (domestic and foreign), ‘allowances’ (discretionary), ‘travel’ (in-country 
and out-of-country), ‘acquisition of new vehicles’, ‘fuel, oil and lubricants’ and ‘hospitality supplies 
and services’. These budget items have been a longstanding concern for Members of Parliament, 
civil society, and international development partners who have urged the Government to exploit 
existing opportunities for improving public sector cost management. The purpose of the analysis is 
not, however, to determine whether these focus budget items represent the lowest possible costs of 
delivering quality services.  

This analysis assesses the effectiveness of the Government’s announced initiative to control 
expenditures and reduce costs where it is possible without reducing the quality of public services. 
Specifically, the study assesses the effectiveness of the Guidelines for the Preparation of Plans and 
Budget of the fiscal years 2015/2016, 2016/2017 and 2017/2018 to strengthen cost management with 
regard to six focus budget items. It analyses the Executive Budget Proposals (EBP) of 2015/2016, 
2016/2017 and 2017/2018 to identify which Ministries, Departments and Agencies (MDAs) and 
Regional Administrative Secretariats (RASs) planned to reduce the allocation for the six focus 
budget items, and it compares the results with Sikika’s 2011/2012 ‘Unnecessary Expenditure’ study. 
The study team also assessed the impact of inflation on the budgetary changes. Furthermore, the 
study elaborates on the practical challenges that the Parliamentary Budget Committee faces when 
scrutinising the Executive Budget Proposal to ensure that budget estimates are consistent with the 
Guidelines for the Preparation of Plans and Budget. 

Overall, the study shows that the Government allocated TZS 334 billion, which was equivalent to 
4.94% of the Government’s total recurrent budget, to the six focus budget items in the year 2015/2016 
as opposed to TZS 159 billion in the year 2016/2017, which was 3.84% of the Government’s total 
recurrent budget for that year. This was a decrease of 53% in the total sum of these six focus budget 
items. In the year 2017/2018, the Government allocated TZS 176 billion to these focus budget items, 
which was 4.40% of the Government’s total recurrent budget for that year, indicating that the trend is 
bottoming out. Thus, the analysis of aggregate budget figures shows that, overall, the Government’s 
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initiative to strengthen cost management has been effectively implemented. 

However, the analysis also reveals that the trend varies considerably across individual MDAs and 
RASs. While some entities were able to reduce the allocation of focus budget items near zero, others 
increased their allocation multi-fold. These observations indicate that cost management measures 
cannot not be applied uniformly and, instead, may require a discretionary control mechanism that 
considers the individual circumstances of various spending units.

The Guidelines for the Preparation of Plans and Budget for 2018/2019 go well beyond the focus 
budget items of this study and include, among others, measures to ensure profitable public institutions 
and statutory corporations as well as measures to reduce fiscal risks by quoting contracts in Tanzanian 
Shillings. The Government’s proactive attitude to broaden the scope of public sector cost management 
is commendable, but there has, yet, been little space for an evidence-based, open debate about the 
merits of these and alternative measures.

For the future, we recommend that each party in the budget process takes responsibility for 
strengthening cost management in the public sector. Policy makers (in particular the Ministry of 
Finance), policy implementers (MDAs, RASs, and LGAs) and oversight bodies (the CAG and 
Parliament) should constantly look for untapped opportunities to improve cost management in four 
functional management areas including the operations of public goods and services, the management 
of human resources, the performance of investments in public institutions and statutory corporations, 
and the management of fiscal risks. 

�	 Operations management may benefit from dedicated cost studies which analyse the efficient 
selection and combination of inputs and compare the costs of producing goods or services by 
public entities with those of private entities; these studies can support so-called ‘make or buy 
decisions’ such as the usage of government-owned facilities for conducting meetings, trainings, 
seminars and workshops instead of private facilities. Similarly, public entities may revisit the 
acquisition of tangible and intangible assets (such as vehicles or software licences) through 
using a rent, lease, or purchase contract. Further, one may increasingly pay attention to the 
lessons from procurement audits by the Public Procurement Regulatory Authority to improve 
value for money of public goods, works, and services. This effort could be complemented by 
a limited and selective application of a unit costs approach where government outputs have 
stable costs and a standard procedure to produce public goods or services is viable (like road 
construction). Moreover, the Government may use lifecycle cost analysis for those outputs 
that require funding over multiple fiscal years, such as the construction and maintenance of 
public utility systems like road, water, and electricity networks.

�	 Human resource management has a large impact on the economy, efficiency and effectiveness 
of public services. It focuses on aspects such as workforce selection, vocational training, 
and personal emoluments including salaries and remunerative as well as duty-facilitating 
allowances. The Government should continue to ensure that only eligible officers receive their 
due remuneration (for instance by avoiding the payment of so-called ‘ghost workers’ that have 
been identified during compliance audits by the Controller and Auditor General) and that the 
use of discretionary allowances is subject to clear rules and adequate administrative control.

•	 Public investment management should be transparent by providing indicators that show the 
net contribution or financing need, net debt, and off-balance sheet liabilities (like, for example, 
revenue guarantees) of state-owned enterprises. Where the price of public services is regulated 
according to Government policy at a level below the market price, it is important to estimate 
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additional financing needs and include them into the budget as a reimbursement. Performance 
contracts should include annual and multi-annual financial and non-financial targets, and 
consolidated annual performance reports should be open for public scrutiny. Also, the 
systematic recording and reporting of average costs and time overruns for large projects can 
strengthen the accountability for project preparation and implementation.

•	 Fiscal risk management is necessary to protect the public sector against unacceptably large 
losses. These risks may emanate from general economic risks (such as an unexpected 
depreciation of the exchange rate), specific explicit risks (such as higher than expected public 
sector wage settlements), specific implicit risks (such as insolvent or bankrupt state-owned 
enterprises), or structural weaknesses in public finances (such as poor forecasting of revenues). 
For these reasons, it is important to identify and monitor fiscal risks, mitigate them to a 
tolerable level, and incorporate the retained risks in the budget.

Policy makers should hold annual consultations with various stakeholders including public entities 
at national and subnational level, Members of Parliament, the business community, civil society 
organisations, as well as international development partners to identify opportunities to improve 
public sector cost management. After such consultations, the Government may decide to conduct 
or commission dedicated analytical studies which determine the nature and scope of potential cost 
savings and develop feasible policy options to exploit these opportunities. Equipped with such 
information, the Government should include selected cost management measures into the annual 
Guidelines for the Preparation of Plans and Budgets and prepare a Cost Management Action Plan 
with a clear and credible reporting framework.

Accounting Officers of various government entities (MDAs, RASs, and LGAs) are responsible 
for preparing budget proposals that comply with the Guidelines for the Preparation of Plans and 
Budget including explicit expenditure ceilings and cost management policy targets. Considering that 
these spending units are themselves concerned with the management of their operations, Accounting 
Officers have to reason with the Ministry of Finance and Planning (MoFP) during budget negotiations 
to determine what exactly can be done, given their particular circumstances, to deliver quality services 
at the lowest possible costs. To encourage proactive thinking about cost management, the budget 
negotiations between the Ministry of Finance and Planning and spending units may benefit from any 
of the following approaches:1

•	 Require spending units with new policy initiatives to propose saving options.

•	 Introduce explicit time limits on funding decisions on policy initiatives (that may cut across 
multiple fiscal years).

•	 Require spending units to deliver an “efficiency dividend” (percentage savings) for certain 
expenditure categories.

•	 Engage with staff representatives in order to establish the best way of modernising the pay 
structure including the current arrangements for remunerative and duty-facilitating allowances.

•	 Avoid mandatory spending increases in entitlement laws. 

•	 Enforce regulations to minimise in-year adjustments to counter unrealistic initial budgeting 
and subsequent requests for virements or supplementary budgets. 

1	 Compare Allen, Hemming, and Potter (2013), The International Handbook of Public Financial Management, p. 218.
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The Parliamentary Budget Committee should also commission its own periodical studies and use 
the available information contained in the audit reports from the Controller and Auditor General, 
the Public Procurement Regulatory Authority, as well as studies from civil society organisations to 
identify opportunities for improved cost management in the Government.

The Parliamentary Budget Committee should use a Government Cost Management Action Plan and 
reporting framework to monitor the overall progress of the agreed measures and hold the Minister of 
Finance as well as Accounting Officers accountable for the effective implementation within their area 
of responsibility. To perform these responsibilities, the Parliamentary Budget Committee receives 
professional support from the Parliamentary Budget Office (PBO). It is, therefore, important to ensure 
that the PBO is provided with adequate resources to support the Parliament’s constitutional oversight 
role.
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1.	 INTRODUCTION
The report presents an analysis of the effectiveness of the Government’s measures to strengthen 
public sector cost management.

1.1	 Background

In 2008, the Prime Minister at that time, Hon. Mizengo Peter Pinda, acknowledged existing 
opportunities to improve public sector cost management and, therefore, announced the introduction of 
‘expenditure control and costs reduction measures’. Sikika has been monitoring the implementation 
of the Government’s policy to strengthen cost management since 2010. The analysis focuses on 
six particular budget items (henceforth referred to as ‘focus budget items’) that are associated with 
opportunities for improving cost management. These budget items are:

1.	 Training (domestic and foreign);

2.	 Allowances (discretionary);

3.	 Travel (in-country and out-of-country); 

4.	 Fuel, oils, and lubricants;

5.	 Hospitality supplies and services; and

6.	 Acquisition of vehicles and transportation.

These focus budget items were selected for several reasons: 

�	 In 2009, there was anecdotal evidence of unnecessary travel expenditures: For example, 
Tanzania sent a delegation of 25 officials to the annual meeting of the IMF and World Bank 
while other East African countries sent delegations of 5-7 people. Meanwhile, the allocation 
for ‘allowances’ amounted to 59% of the total government wage bill, which was relatively 
high compared to basic salary scales. Then again, the Public Accounts Committee (PAC) 
2016/2017 report to the Parliament of Tanzania referred to unnecessarily large numbers of 
Tanzanian Government officials who have been travelling to international conferences that 
could otherwise be conducted locally. 

�	 The Local Authority Accounts Committee (LAAC) 2015/2016 report to the Parliament 
of Tanzania pointed to an emerged custom where government units conduct seminars and 
workshops far from workplaces in order to justify payment of discretionary allowances for 
accommodation of attendees.

�	 Higher costs for travels and fuel to transport government officials were noted, such as for 
ministerial officials and support staff attending budget meetings in Dodoma. The Parliamentary 
Budget Committee emphasized in its 2017/2018 report to the Parliament that cost reduction 
measures regarding such budget items should be included when preparing Guidelines for the 
Preparation of Plans and Budget for 2017/2018.

These and similar practices incur costs that can be avoided through an improved budget preparation 
process to ensure that national resources are only used for the improvement of the people’s well-
being in the country instead of benefiting a few government employees. For that purpose, the current 
practices in various functional management areas of the Government need to be analysed so that 
public resources are used in the best interest of the people, as indicated in the Government’s own 
policy pronouncements as well as presidential directives.
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In 2016/2017, the Government announced ‘expenditure control and cost reduction measures’ which 
instruct Accounting Officers to abide by Government expenditure policies in line with the Budget 
Act, No. 11 of 2015, the Public Finance Act, CAP 348 of 2001, the Local Authority Finance Act, CAP 
290 of 1992, the Procurement Act, CAP 410 of 2013, in conjunction with the Accounting Officers’ 
respective regulations and amendments as well as government circulars and directives. The aim of 
these measures is to strengthen public sector cost management without compromising the quality of 
service delivery.

At the budget speech on June 8th of 2017 to the National Assembly on the Estimates of Government 
Revenue and Expenditure for the fiscal year 2017/2018, the Minister of Finance and Planning, Hon. 
Dr. Philip I. Mpango (MP), stressed the Government’s intention to strengthen cost management. 
He stated that; “in 2016/2017, the Government continued to control expenditures in various areas, 
including reducing foreign travel by ensuring that permits are granted only to travels with national 
interest; effective management of utilities; and control of motor vehicle operational costs. In addition, 
the usage of public conference facilities has helped to control Government expenditures on meetings, 
seminars and workshops”.

Sikika’s Public Finance Governance Programme focuses on promoting sound public financial 
management (PFM) and discipline in the areas of revenue collection, planning and budgeting, as 
well as financial control and oversight. Sikika commissioned this analysis together with the ‘Good 
Financial Governance (GFG) Programme in Tanzania’, a programme implemented by GIZ, which 
aims to support the strengthening of Tanzania’s Public Finance System in accordance with the GFG 
principles of transparency, efficiency and accountability. The aim of this analysis is to get a view of 
how effectively the Government has been implementing its measures to strengthen cost management 
and to advocate for the strengthening of mechanisms that put the Government’s laudable efforts on 
a stronger institutional footing. 

This report, therefore, presents analytical findings which consider the overall allocation of the six focus 
budget items that are deemed to provide opportunities for improved cost management. The report 
shows how different Ministries, Departments and Agencies (MDAs) and Regional Administrative 
Secretariats (RASs) have contributed to the situation. Finally, the report provides recommendations 
on how to enhance and sustain these achievements in the future. 

1.2		  Objectives  

The specific objectives of this study are to carry out the following task:

�	 An assessment of the effectiveness of the Guidelines for the Preparation of Plans and Budget 
(GPPB) 2015/2016, 2016/2017 and 2017/2018 in addressing issues of expenditure control and 
cost reduction.

�	 An analysis of the Executive Budget Proposal (EBP) 2015/2016, 2016/2017 and 2017/2018 to 
examine which Ministries, Departments and Agencies (MDAs) and Regional Administrative 
Secretariats (RASs) planned to reduce spending on focus budget items, as well as a comparison 
with the results of Sikika’s previous 2011/2012 Unnecessary Expenditure study.  

�	 An analysis of the Parliamentary Budget Committee’s role in improving the budget’s allocative 
efficiency through monitoring the effective implementation of ‘expenditure control and cost 
reduction measures’. 

As a result of conducting this study and subsequent advocacy interventions, Sikika aims to contribute 
in bringing about the following outcomes:
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�	 A clear and credible commitment by the Government to strengthen cost management measures 
addressed in the Guidelines for the Preparation of Plans and Budget.

�	 An open, evidence-based dialogue about unexploited opportunities to implement cost management 
measures with the inclusion of government entities, constitutional oversight bodies such as 
Parliament, the CAG and the PPRA, as well as organisations from civil society.

�	 Effective oversight of the progress of government entities at all levels in strengthening cost 
management based on a clear and credible action plan and reporting framework.

1.3		 Methodology

This assignment required a detailed analysis with regards to the Government’s measures to strengthen 
cost management for the fiscal years 2015/2016, 2016/2017 and 2017/2018. Inputs were gathered 
from Sikika’s Public Finance Governance Programme which is working on budget transparency and 
accountability as well as from the Budget Commissioner at the Ministry of Finance and Planning 
(MoFP). Additional meetings were held with the President’s Office – Regional Administration and 
Local Government (PO-RALG) and the Parliamentary Budget Committee.

The approach of the assignment included the following key data collection tasks: a desk review of 
different studies and reports from stakeholders in the area of cost management in the public sector to 
analyse how MDAs and RASs managed to adhere to expenditure policies and guidelines. Some of 
the reviewed documents were: the Guidelines for the Preparation of Plans and Budget, the Executive 
Budget Proposals (specifically for the recurrent budget, namely budget books volume II & III), CAG 
reports for the fiscal years that ended on the 30th June 2015, 2016 and 2017, and PPRA reports for 
2015 and 2016. It was later determined, however, that the PPRA reports did not include any issues 
related to cost management and, hence, were excluded from the analysis.

As shown below, the analysis also involved a numeric comparison of the six focus budget items, 
which are: ‘training’ (domestic and foreign), ‘allowances’ (discretionary), ‘travel’ (in-country and out-
of-country), ‘acquisition of new vehicles’, ‘fuel, oil and lubricants’, as well as ‘hospitality supplies 
and services’. Sikika chose to focus only on discretionary allowances rather than to include non-
discretionary allowances and in-kind allowances due to the fact that the Government has more flexibility 
to reduce costs of discretionary allowances through implementing a prudent cost reduction policy. 
Non-discretionary allowances and in-kind allowances are often linked to contractual compensation of 
staff for fulfilling government duties, and the right to receive some of these allowances are protected 
by the constitution. The Government’s planned expenditures on the six focus budget items for the 
fiscal years 2015/2016, 2016/2017 and 2017/2018 were analysed in the following ways: 

•	 A broad trend analysis was made based on the total sum of the six focus budget items in order to 
determine whether there was an overall increase or decrease over time. This part of the analysis 
also includes a breakdown of the overall trend by all MDAs and RASs. 

•	 A detailed trend analysis of each of the six focus budget items including a breakdown of how 
single MDAs and RASs have contributed to the overall effort to strengthen cost management.

•	 Inflation plays a significant role in economic and financial planning. Therefore, annual budget 
estimates (which are expressed in nominal terms) were discounted based on the headline inflation 
rate to calculate the growth rates of the six focus budget items in real-terms over the respective 
fiscal years.

Moreover, meetings were held with key stakeholders. For that purpose, the study team visited the 
Ministry of Finance and Planning (MoFP) as well as the President’s Office – Regional Administration 
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and Local Government (PO-RALG) to get a deeper understanding of expenditure categories and entries 
in the budget books that were not clearly understood. Furthermore, the Budget Commissioner and the 
Assistant Director Local Government Finance proved especially helpful to understand the strategies 
and challenges that MDAs and LGAs encounter in strengthening cost management. The team also 
visited key members of the Parliamentary Budget Committee to inquire on their constitutional role as 
oversight bodies of the Government’s efforts to take effective cost management measures. 
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2.	 PRESENTATION OF FINDINGS  

2.1	 Effectiveness of the Guidelines for the Preparation of Plans and Budget

Before the preparation of the annual budget, the Ministry of Finance and Planning issues Guidelines 
for the Preparation of Plans and Budget (GPPB) on which the particular fiscal year’s budget will 
be based. The GPPB instruct Accounting Officers to take ‘expenditure control and cost reduction 
measures’ which have implications for the six selected focus budget items that are the subject of our 
analysis:2  Here are some of the observations that were made:

	i.	 Motor vehicles should be leased instead of being purchased where appropriate 

		  A ‘lease contract’ is one by which a party (the supplier) transfers a property or a service to 
another party (the Government) for a specified time in return for payment. A lease contract can 
result into full ownership of the receiving party (the Government) once payments are completed. 
A major advantage of such arrangements is that the Government avoids large one-time lumpsum 
payments since only a portion of the agreed price is paid over time. As a cost management 
measure, the Government considers it more economical to lease motor vehicles rather than 
purchasing them due to their significant acquisition cost. Leasing motor vehicles has a counter 
effect of reducing ‘acquisition of vehicles’ expenditure, provided that the motor vehicles are 
for short-term use and will be disposed of before the full costs of the car are paid for. Whether 
savings that are incurred by switching from purchase to leasing arrangements are made depends 
on the expected time of use and mileage. However, if the Government has its own maintenance 
service, purchasing might be cheaper since one saves the profit margin of external service. The 
Government needs to keep a close watch on which alternative is more suitable from a long-term 
cost perspective. 

	ii.	 Limit foreign travel and associated delegation costs subject to approval by the State House 

		  In the fiscal year 2015/2016, the total ‘out of country travel’ approved estimate was TZS 59.8 
billion, while in 2016/2017, the total “out of country travel” approved budget estimates had 
decreased by -63% to about TZS 22 billion. This shows that the Government was able to 
significantly reduce “out of country travel” estimates in efforts to improve cost management. In 
the most recent annual budget of 2017/2018, “out of country travel” estimates slightly increased 
by +10% to about TZS 24 billion compared to 2016/2017 approved estimates. However, the 
overall three-year trend from 2015/2016 to 2017/2018 is still downwards. 

	iii.	 Continue reducing unnecessary expenditure and minimize costs in areas such as national 
ceremonies, sitting allowances, printing of T-shirts, caps, bags, overseas short term training 
and imported office furniture

	 	 The total budget allocation estimates for overseas short-term training over the three fiscal years 
was about TZS 18 billion in 2015/2016 followed by a significant decrease of -76% to TZS 4.4 
billion in the year 2016/2017 budget estimates. In the 2017/2018 budget estimates, overseas 
short-term training increased by +11% to TZS 4.9 billion, which was higher than the 2016/2017 
approved budget estimates but still significantly lower than the budget estimates for the fiscal 
year 2015/2016. 

		  Sitting allowances (forming part of ‘personal non-discretionary allowances’), on the other hand, 
have experienced a consistent upward trend over the years. The non discretionary allowances 

2	 Findings and data analysis conducted by INNOVEX Development Consulting Ltd.
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approved estimate of TZS 458 billion in 2015/2016 increased by +8% to TZS 496 billion in 
2016/2017 approved estimates, and then they increased even further by +34% to TZS 663 
billion in 2017/2018 estimates, indicating that the Government has not been able to reduce non-
discretionary allowances, sitting allowances being included. The Ministry of Finance prioritized 
the reduction of sitting allowances as per its Guidelines for the Preparation of Plans and Budget 
for 2017/2018, but it also recognized that the extent to which they can be reduced is limited as 
these allowances are categorized as ‘non-discretionary’ because of statutes; therefore, they cannot 
be easily reduced for cost management purposes. It is important for the Government to review 
this area and determine whether it still wants to control non-discretionary sitting allowances or if 
they will be removed from the list of measures to strengthen cost management. 

		  Although expenditures for national ceremonies, printing of T-shirts, caps, bags and imported 
office furniture have not been included into the list of six focus budget items for this analysis, 
they would qualify as costs that have potential to be reduced without compromising the quality 
of service delivery. Sikika, therefore, supports the Government’s efforts to keep these at a 
minimum. 

	iv.	 Procurement of motor vehicles through the Government’s Procurement Services Agency 
(GPSA) after obtaining permit from the Prime Minister’s Office (PMO) 

		  Procurement of all motor vehicles is currently done through the Government’s Procurement 
Services Agency (GPSA) subject to approval and permit from the Prime Minister’s Office (PMO). 
The GPSA was established under the Executive Agency Act CAP 245 R.E 2009 and came into 
effect through the Government Notice (GN) No. 235 of 7th December 2007 (as amended in April 
2012). The agency acts as a portal through which all government tenders for common user items 
(CUI) are advertised, and various suppliers are invited to a competitive bid for providing their 
services. 

Total approved budget estimates for the procurement of motor vehicles decreased by -73% from 
TZS 13.2 billion as per approved estimates in the fiscal year 2015/2016 to approved estimates 
of TZS 3.5 billion in the year 2016/2017. Although the budget estimates increased by +177% to 
TZS 9.8 billion in the year 2017/2018, they are still lower than approved estimates for 2015/2016.   

v.	 Reduction of running costs for motor vehicles especially in fuel, lubricants and maintenance

		  Motor vehicles running costs have also been subjected to reduction as well as the cost of 
acquiring such motor vehicles. Running costs for motor vehicles include fuel, oil, lubricants and 
maintenance costs.

		  According to the budget books of the fiscal year 2015/2016, total budget approved estimates for 
fuel, oil, lubricants and maintenance amounted to TZS 72 billion, but they decreased by -43% to 
TZS 40.9 billion for approved budget estimates in 2016/2017. In the year 2017/2018, the budget 
estimates totalled TZS 41 billion, which is about the same (+0.3%) compared to the 2016/2017 
approved budget figures. This cost reduction measure seems to be largely effective over the three 
years of this analysis.

vi.	 Reduction of cost allocated for hospitality supplies and services

		  The Guidelines for the Preparation of Plans and Budget do not clearly indicate what is contained 
under the budget line item ‘hospitality supplies and services’ which made the analysis difficult. 
During visits to the Ministry of Finance and Planning as well as the President’s Office – Regional 
Administration and Local Government, it was established through interviews that ‘hospitality 
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supplies and services’ include items like gifts to official government guests (ambassadors, 
diplomats, etc.), official lunches and dinners, and others. A detailed analysis is, therefore, 
presented in section 2.3.5. 

The observations above demonstrate improvements in public sector cost management, which can be 
attributed to the new Government that took office in the second quarter of 2015/2016. The financial 
year 2016/2017 was the first under the new administration of President John Magufuli and also the 
first year of the Second Five Year Development Plan (FYDP II) 2016/2017 – 2020/2021. One of the 
objectives of the FYDP II is to build a base for transforming Tanzania into a semi-industrialized nation 
by 2025. In his speech about the National Five-Year Development Plan 2016/2017 – 2020/2021 on 
June 2016, the President said: “The Fifth Phase Government that I lead is committed to bringing 
about fundamental improvements in the lives of Tanzanians. [...] [Ministries, Departments and 
Agencies] should be vigilant to ensure that all available resources, financial and material, are 
spent judiciously and efficiently.” This initiative, therefore, drives most of the cost reduction seen 
in today’s Government budgets in the effort to not only monitor cost management but also to abide 
by the President’s directives to reduce operational costs and maximize the value of investments in 
development projects.

2.2	 Trend Analysis of Focus Budget Items

This section provides a broad trend analysis based on the total sum of six focus budget items to 
determine whether there was an overall increase or decrease over time.  

Figure 1: Changes in Total Focus Budget Item Estimates

-53%

11%

2016/2017

2017/18

The total sum of the six focus budget items in 2015/2016 was TZS 334 Billion. That amount has been 
reduced by -53% to TZS 158.7 billion in 2016/2017, and it then increased by +11% to TZS 176.4 billion 
in 2017/2018. Thus, one may say there has been a significant downward trend, which experienced a 
slight reversal. A comparison of the total sum of the six focus budget items with the Government’s 
total recurrent budget estimate shows that the changes of percentage shares are fluctuating over the 
years. In the year 2015/2016, the total sum of focus budget items made up 4.94% of the Government’s 
total recurrent budget; then this share declined to 3.84% in the year 2016/2017. In the following year 
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2017/2018, the total sum of focus budget items formed 4.40% of the Government’s total recurrent 
budget, rendering the cost management measures only partly effective, as the initial reduction was 
undone halfway. 

Figure 2: Proportion of Total Focus Budget Items to Total Recurrent Budget
4.94%

2015/16 2016/17 2017/18

3.84%

4.40%

From looking at these figures, it is not clear whether the measures to control costs were a one-time 
effort or unsteady steps of a long-term undertaking. To clear doubts about this unclear trend, the 
Government and Parliament should continue to monitor such expenditures over a longer time period 
to ensure that they achieve the expenditure policy objectives that have been formulated and agreed.

2.3	 MDAs and RASs Expenditure Budget 

In the year 2015/2016, the total sum of focus budget items for Ministries, Departments, and Agencies 
(MDAs) was about TZS 324 billion, while the amount stood at TZS 152 billion in the year 2016/2017, 
which makes a -53% decrease in the two years. However, in the year 2017/2018, the total sum of 
focus budget items for MDAs went up to TZS 168 billion, which is an increase of +10% compared 
to 2016/2017. 

With regard to votes accounted for by Regional Administrative Secretariats (RASs), the total sum 
of focus budget items declined by -31% (a decrease of TZS -3 billion) in the year 2016/2017, but 
it increased by +26% (an increase of TZS +1.8 billion) in the year 2017/2018. This shows that, for 
the case of RASs and MDAs, there has been an increase from 2016/2017 to 2017/2018, but the 
overall three-year trend has shown a decrease. This indicates progress in terms of implementing the 
Government’s cost management measures. It should be noted that the total budget estimates for RASs 
are much lower in comparison with the MDAs; hence, the success of the cost management measures 
rest significantly on compliance by MDAs. 
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Figure 3: Changes of Total Focus Budget Items in MDAs and RASs in the years 2016/2017

MDAs RASs
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MDAs have a total of 69 budget votes out of which 52 (that means 75% of all MDAs) showed a 
decrease in budget estimates of the focus budget items for the year 2016/2017. However, in the 
year 2017/2018, only 17 out of 69 votes (25% of all MDAs) showed a decrease in budget estimates 
of focus budget items, which means the remaining 75% of the MDAs faced an increase in their 
estimates of focus budget items for that year. The increase in the total sum of focus budget items 
of MDAs originates largely from the increase of TZS 16.5 billion in ‘travel’ between the years 
2016/2017 and 2017/2018 as opposed to the remaining five focus budget items featured in this 
analysis. ‘Discretionary allowances’ have decreased over time, as opposed to other allowances, 
including ‘non-discretionary allowances’ as well as ‘in-kind allowances’, which are of mostly 
remunerative nature and which have increased during that time. But ‘discretionary allowances’ 
experienced a -56% decrease from 2015/2016 to 2016/2017 and another -15% decrease from 
2016/2017 to 2017/2018. Out of all six budget items, particularly between the fiscal years 
2016/2017 and 2017/2018, ‘training’ is the only budget item besides ‘discretionary allowances’ 
which decreased during this period by -24%. Other budget items in the same period increased as 
follows: ‘travel’ +24%, ‘fuel, oil and lubricants’ +0.3%, ‘hospitality supplies and services’ +3%, and 
‘acquisition of vehicles’ by +177%, as presented in the table below.
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Table 1: Changes in Focus Budget Items between 2015/2016 - 2017/2018 (TZS Millions)

Budget Item 2015/2016 Percentage 
Change 2016/2017 Percentage 

Change 2017/2018

Training 58,191 -57%  25,253 -24%  19,286
Allowance 

(Discretionary) 11,816 -56% 5,200 -15% 4,408

Travel 158,046 -54% 72,786 24% 90,537
Fuel, Oil, 
Lubricants 72,058 -43% 40,871 0.3% 40,988

Hospitality 21,015 -47% 11,079 3% 11,434
Acquisition of 
Motor Vehicles 13,208 -73% 3,526 177%  9,762

Total 334,334 -53% 158,716 11%  176,414

From all 26 RAS supply votes in the year 2017/2018, only 5 regions (which is 19% of all regions in 
Tanzania) managed to decrease their budget estimates for the six focus budget items, while in the year 
2016/2017, 20 out of 26 regions (which is about 77%) were able to decrease the budget estimates for 
these items. 

The next sections provide a more detailed analysis of each of the six focus budget items for the fiscal 
years 2015/2016, 2016/2017 and 2017/2018. They include graphs to illustrate the overall trend but 
also describe how much the performance of selected MDAs and RASs varied with regard to the 
particular focus budget item. A comprehensive table including the performance of all votes can be 
found in annex 2 at the end of this report.

2.3.1	 Discretionary Allowances Expenditure Budget 

‘Discretionary allowances’ amounted to TZS 11.8 billion in the year 2015/2016 and decreased to TZS 
5.2 billion in the year 2016/2017. In the year 2017/2018, the budget decreased once again to TZS 
4.4 billion. This means that ‘discretionary allowances’ decreased over all the three years under the 
analysis.
Figure 4: Trend Analysis for ‘Discretionary Allowances’ (TZS Millions)

In absolute values, MDAs indicate a general downward trend in budget estimates for ‘discretionary 
allowances’ from 2015/2016 to 2017/2018 in contrast to the results of Sikika’s (then termed 
‘unnecessary expenditure’) analysis produced in 2011/2012. RASs also exhibit a downward trend; 
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however, they show a significant percentage increase from 2016/2017 to 2017/2018 by +87% from 
TSZ 28 million to TZS 52 million fully reversing the accomplished savings from the previous year. 

Among MDAs, percentage changes in ‘discretionary allowances’ between the years 2015/2016 and 
2016/2017 vary from a decrease of -99.9% in the Registrar of Political Parties to an increase of +779% 
in the President’s Office and Cabinet Secretariat. The President’s Office and Cabinet Secretariat’s 
allocation had an absolute value of TZS 156.5 million which is 3% of the total ‘discretionary 
allowance’ cost for the year 2016/2017. On the other side, the Registrar of Political Parties, the 
Electoral Commission, and the Ministry of Transport all bore a decrease of -99% for reasons we 
are currently not aware of. There were also numerous instances where budgets were slashed to zero 
(which implies decreases by -100%). The most notable of these was the President’s Office – Public 
Service Management, whose budget was slashed to zero from TZS 119.8 million. The most notable 
decrease in terms of monetary value was the Accountant General’s Office, whose budget was reduced 
by TZS -1.57 billion, which was a -98% decrease. Overall, a total of 48 out of the 69 MDAs were 
able to decrease ‘discretionary allowances’ from 2015/2016 to 2016/2017. This amounted to a total 
percentage decrease of -56% for ‘discretionary allowances’. 

However, between the years 2016/2017 and 2017/2018, percentage changes in ‘discretionary 
allowances’ among MDAs vary from a decrease of -94% (Ministry of Water) to an increase 
of +714,925% from the Registrar of Political Parties. However, it should be noted that this large 
percentage increase amounts to only TZS +14.3 million in absolute terms. The increase in the 
Registrar of Political Parties follows a stark reduction in the previous year, where its budget had been 
slashed by almost -100%. Other ministries that experienced tremendous increases percentagewise 
were the Electoral Commission with an increase of +30,973% (an increase of only TZS +6.1 million) 
and the Public Service Recruitment Secretariat with a +1540% increase (an increase of only TZS 
+3.6 million). In terms of absolute value, the biggest increase was the President’s Office – Planning 
Commission, with an increase of TZS +200 million, while the biggest decrease was in the Treasury, 
a decrease of TZS -797.7 million, which was a -46% decrease in percentage terms. Only 18 out of 
the total of 69 MDAs managed to record a reduction in ‘discretionary allowances’ from the previous 
year; however, they were still able to contribute to an overall decrease of -16% in ‘discretionary 
allowances’ for MDAs. This seems to indicate some success in implementing the Government’s 
measures to strengthen public sector cost management. 

In case of the budget for ‘discretionary allowances’ in the RASs, in the year 2016/2017, variations 
ranged between a decrease of -98% in the Geita region to an increase of +233% in the Mwanza 
region. In the year 2017/2018, the variation was between a decrease of -80% for Mwanza region to an 
increase of +283% for Arusha region (corresponding to an absolute increase of just TZS +4.3 million). 
There were also considerable instances of regional budgets being slashed to zero, the most notable 
of these being the Ruvuma region, which experienced a reduction of its TZS 8.6 million budget 
down to zero. In total, 17 out of the 26 regions had a decrease in budget estimates for ‘discretionary 
allowances’ in 2016/2017 leading to a -46% decrease for the year. In 2017/2018, only 6 out of the 26 
regions had a decrease for ‘discretionary allowances’, which led to an +87% increase. In total, the 
absolute decrease in 2016/2017 was TZS -23.8 million, whereas the absolute increase in 2017/2018 
was TZS +24 million. 

2.3.2	 Training Expenditure Budget 

‘Training’ includes both ‘domestic training’ and ‘foreign training’ for government officials. The total 
‘training’ budget estimates amounted to TZS 58.2 billion in the year 2015/2016. It then decreased to 
TZS 25.3 billion in approved budget estimates for the year 2016/2017 after which it further declined 
to TZS 19.3 billion in the budget estimates for the year 2017/2018. In terms of percentage changes, 
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‘training’ decreased by -56.6% in the years 2015/2016 to 2016/2017 and also decreased by -23.6% in 
the years 2016/2017 to 2017/2018. Thus, one can observe that the budget significantly declined since 
the fifth phase Government led by President John Paul Magufuli came to power, bearing in mind that 
his Government prepared its first budget in the year 2016/2017.  

‘Training’ in both MDAs and RASs is the only budget item besides ‘discretionary allowances’ from 
the six focus budget items that the Government managed to consistently decrease over the three years. 
The fifth phase Government appears to be clearly succeeding in cutting down ‘training’ allocations to 
realize its objectives of the Five-Year Development Plan 2016/2017 to 2020/2021. Such success serves 
as a reminder that political will plays an important role in the success of the Government’s cost control 
policy. 

Figure 5: Trend Analysis for ‘Training’ (TZS Millions)

 In the year 2016/2017, variations among MDAs for ‘training’ showed percentage changes ranging 
between a decrease of -100% to an increase of +1,322%. During the preparations of the budget, 
13 MDAs cut down budget estimates for ‘training’ by -100% and, hence, completely removed the 
expenditure from their budget. The other 32 MDAs for whom ‘training’ estimates decreased faced 
reductions between -99% and -4%. Two MDAs, namely the ‘Ministry of Community Development, 
Gender and Children’ and the Anti-Drug Commission maintained their ‘training’ allocation levels 
while 11 other MDAs increased their ‘training’ budget item estimates by various margins. The 
Financial Intelligence Unit experienced the aforementioned increase by +1,322%; the unit’s total 
budget was TZS 256.6 million in 2016/2017, which was not a significant increase in budget estimates 
when one is looking at the total budget for that MDA.

In the year 2017/2018, the variations among MDAs’ ‘training’ budget ranged from a decrease of 
-100% to an increase of +1314%. Furthermore, two MDAs cut down their ‘training’ budget item 
estimates by -100%, eradicating the whole cost, while 22 MDAs reduced the budget item estimates 
between a reduction of -94% and 0%, and the remaining 25 MDAs increased their budgeted costs in 
this particular year. The most notable of these are the Ministry of Defence & National Service with 
the aforementioned increment of +1314%, the Ministry of Transport with an increment of +837% 
(TZS +25.1 million), the Records and Archives Management Department with an increment of 
+769% (TZS +15.4 million), and the Judiciary Service Commission with an increment of +629% 
(TZS +17.6 million). These four MDAs experienced significant increases in training budget estimates 
percentagewise; but in absolute amounts, the increases of all four MDAs totalled only TZS 89.6 
million.
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In the case of RASs, in the year 2016/2017, the percentage changes had large variations (-100% 
to +650%, the high percentage increase reflecting an increment of TZS +134.8 million in absolute 
figures) with 1 region (Katavi) having its budget slashed to zero, while 15 other regions had their 
‘training’ budget estimates reduced. The other 11 regions increased their budget item estimates. 
Mtwara, Njombe, Dodoma and Tabora had the highest percentage increases in their ‘training’ budget 
estimates (their joint increases in terms of absolute value totalled TZS 179 million), which was 32% 
of the total regional budget estimates for 2016/2017. In 2017/2018, the variation of percentage change 
distribution was -100% to +30,024% (the high percentage increase reflecting an absolute change of 
only TZS +1.5 million), with 2 regions (Geita and Manyara) having their budgets slashed to zero, and 
the other 16 regions reducing their ‘training’ budget estimates between -96% to -1%. Only 7 regions 
increased their budget item estimates totalling TZS +44 million. 

2.3.3	 Travel Expenditure Budget 

The budget item for ‘travel’ (including in-country and out-of-country travelling) has experienced 
fluctuations over the review period. In 2015/2016, the ‘travel’ budget estimates totalled TZS 158 
billion, it then declined to TZS 73 billion in the approved budget estimates for the year 2016/2017 
before it increased to TZS 91 billion in the budget estimates for the year 2017/2018. In terms of 
percentage changes, ‘travel’ expenditures decreased by -54% in the years 2015/2016 to 2016/2017, 
but they increased by +24% in the years 2016/2017 to 2017/2018. Over the three years that were 
analysed, the total ‘travel’ budget was reduced. 

In the year 2016/2017, variations among MDAs for ‘travel’ experienced percentage changes ranging 
from a decrease of -100% to an increase of +165%, in which 6 MDA’s had their budgets slashed to 
zero, and 41 out of the total of 69 MDAs managed to reduce their budget estimates. In 2017/2018, the 
percentage changes ranged from -100% to an increase of +18,064%. Only 16 MDAs reduced their 
budget estimates. The Registrar of Political Parties had an +18,064% increase, which was an increase 
of TZS +290 million, while that of the Ethics Secretariat increased by +5,991% corresponding to a 
TZS +355 million increase. The President Office – Public Service Management has seen an increase 
of +2,851% (a TZS +376 million increase), and TACAIDS saw an increase of +975% (a TZS +101 
million increase). All of the aforementioned items show a huge impact in percentage terms, while, in 
absolute numbers, the items total less than 2% of the whole 2016/2017 travel budget. Therefore, there 
was no material impact made in the total sum of focus budget items for the respective years.

RASs’ budget variations for ‘travel’ had percentage changes ranging from a decrease of -79% to an 
increase of +153%. 19 out of 26 regions (that means 73%) reduced budget estimates for ‘travel’, 
while, in 2017/2018, there were percentage changes ranging from a decrease of -40% to an increase 
of +619%, in which only 4 regions reduced the budget estimates for ‘travel’ expenditure while the 
remaining 22 regions increased their ‘travel’ budget item estimates during that year.  
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Figure 6: Trend Analysis for Travel (TZS Millions)

2.3.4	 Fuel, Oil and Lubricants Expenditure Budget 

When the Minister for Finance and Planning, Hon. Dr. Philip I. Mpango, introduced the estimates 
of Government revenue and expenditure for the fiscal year 2016/2017 to the National Assembly, the 
Minister mentioned that “the Government will take appropriate measures to control expenditures…. 
including running costs for motor vehicles especially in fuel, lubricants and maintenance”.

In 2015/2016, the budget estimates for ‘fuel, oil and lubricants’ was TZS 72 billion. In 2016/2017, 
the approved budget estimates decreased to TZS 40.8 billion and then rose to TZS 41 billion in the 
budget estimates for the year 2017/2018. From the year 2015/2016 to 2016/2017, the ‘fuel, oil and 
lubricants’ budget decreased by -43%, but from the year 2016/2017 to 2017/2018, the estimates 
slightly increased by +0.3%, which was small compared to some other focus budget items that have 
shown a significant increase of budget estimates in that year. 

Figure 7: Trend Analysis for Fuel, Oil & Lubricants (TZS Millions)

Among MDAs, percentage changes in ‘fuel, oil and lubricants’ between the years 2015/2016 and 
2016/2017 varied from a decrease of -100% to an increase of +232%. Out of all MDAs, 2 MDAs 
had their budgets slashed to zero, while 37 of the total of 69 MDAs (that means about half of them) 
reduced their budget estimates in the year 2016/2017. In the year 2017/2018, the range of percentage 
changes varied from a decrease of -55% to an increase of +493% (corresponding to an increase of 
TZS +153 million) in which only 20 MDAs reduced budget estimates for ‘fuel, oil and lubricants’.
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For 2016/2017 the Records and Archives Management Department had an increase of +232%. The 
Teachers’ Service Commission had the aforementioned increase of +493%, which is just 0.4% of the 
total ‘fuel, oil and lubricants’ expenditure estimate for the year 2017/2018. The MDAs performance 
in containing expenditure in ‘fuel, oil and lubricants’ has improved significantly compared to what 
was reported in Sikika’s report from 2011/2012 when costs were increasing.

For the regional budget, the percentage change of the budget for ‘fuel, oil and lubricants’ ranged from 
a decrease of -74% to an increase of +126% in the year 2016/2017. Overall, 20 out of 26 regions 
reduced their budget estimates for ‘fuel, oil and lubricants’. In the year 2017/2018, the percentage 
change ranged from a decrease of -28% to an increase of +193%; only 8 regions reduced their budget 
estimates for ‘fuel, oil, and lubricants’ budget item estimates. Morogoro had the aforementioned 
budget increase of +126% in 2016/2017. This is equivalent to 4% of the total ‘fuel, oil, and lubricants’ 
budget item estimates for regions in the year 2016/2017, while Dar es Salaam region had an increase 
of +193% (TZS +64 million), equivalent to only 2% of total ‘fuel, oil and lubricants’ budget item 
estimates for regions in the year 2017/2018. Simiyu region also had an increase of +179% (TZS +56.4 
million) for that year.

2.3.5	 Hospitality Supplies and Services Expenditure Budget 

‘Hospitality supplies and services’ formed 6.3% of the total sum of focus budget items in the year 
2015/2016, amounting to TZS 21 billion. This amount decreased to TZS 11.1 billion in 2016/2017 
before the estimates increased slightly to TZS 11.4 billion in the year 2017/2018.  

In percentage terms, the ‘hospitality supplies and services’ budget declined by -47% between the 
years 2015/2016 and 2016/2017. However, between the years 2016/2017 to 2017/2018, it slightly 
increased by +3%. The overall decrease in ‘hospitality supplies and services’ can be attributed to 
the efforts by the fifth phase Government to control expenditures and redirect the savings towards 
development projects.  

Figure 8: Trend Analysis for Hospitality, Supplies & Services (TZS Millions)
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For the MDAs’ budget in ‘hospitality supplies and services’, the variation ranged from a decrease of 
-100% to an increase of +102% in the year 2016/2017, in which 7 MDAs had their budgets slashed to 
zero, and 42 out of the 69 MDAs were able to reduce their budget estimates. In 2017/2018, the variation 
ranged from a decrease of -100% to an increase of +3,295%, in which 24 MDAs reduced budget 
estimates for similar expenditure. In the year 2017/2018, the Tanzania Cooperative Development 
Commission had the above-mentioned increase of +2,563% (corresponding to an increase of just TZS 
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20.6 million), making up only 0.2% of the total ‘hospitality supplies and services’ estimate for that 
year. The Ethics Secretariat had an increase of +1,782% (corresponding to an increase of just TZS 9.1 
million), making up 0.08% of the total ‘hospitality supplies and services’ expenditure estimate for the 
year. Noticeably, the increases are rather marginal when they are looked at in absolute terms.

In the year 2016/2017, RASs budget estimates saw percentage changes for ‘hospitality supplies and 
services’ ranging between a decrease of -100% to an increase of +133%, where 2 regions (Katavi 
and Tanga) had their budgets slashed to zero. Furthermore, 16 regions out of 26 reduced their budget 
estimates for ‘hospitality supplies and services’. In 2017/2018 the percentage changes ranged from a 
decrease of -45% to an increase of +800%. Only 8 RASs reduced their budget estimates for ‘hospitality 
supplies and services’ expenditure. Singida had the aforementioned budget increase of +800% in 
2017/2018, equivalent to 1.6% of the total ‘hospitality supplies and services’ estimate for the year. 
Dar es Salaam region had an increase of +719% (corresponding to an absolute increase of TZS +28 
million) for the year, making up 4% of total ‘hospitality supplies and services’ estimates for the year, 
while Kilimanjaro region had an increase of +631% (TZS +57.3 million) for the year, amounting to 
8.2% of the total ‘hospitality supplies and services’ budget item estimates for that year.

2.3.6	 Acquisition of Motor Vehicles Expenditure Budget

As a measure to control expenditure and reduce cost, the Government insists on leasing motor 
vehicles instead of purchasing where it is appropriate. The ‘acquisition of motor vehicles’ budget 
item formed 4% of the total sum of focus budget items in the year 2015/2016, amounting to TZS 
13.2 billion. It then decreased to TZS 3.5 billion in the year 2016/2017. In the year 2017/2018 the 
estimates increased to TZS 9.8 billion. ‘Acquisition of motor vehicles’ as an expense has fluctuated 
over the three years. Between the years 2015/2016 and 2016/2017 the expenditure decreased by 
-73% (TZS -9.7 billion), while, from 2016/2017 to 2017/2018, it increased by +177% (TZS +6.2 
billion). Overall, the budget for ‘acquisition of motor vehicles’ has been contained since the current 
Government has been in office. 

Figure 9: Trend Analysis for Acquisition of Motor Vehicles (TZS Millions)

In the year 2016/2017, the percentage change among MDAs in ‘acquisition of motor vehicles’ has 
ranged from a decrease of -100% to an increase of +488%, where 57 out of 69 MDAs did not incur 
expenditure at all, while 16 MDAs had their budgets slashed to zero from the previous year. Aside 
from that, 6 MDAs reduced their ‘acquisition of motor vehicles’ expenditures estimates. The Ministry 
of Livestock Development and Fisheries was the ministry that had a budget increase of +488% for 
2016/2017.  
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In 2017/2018, MDAs budget changes varied between decreases of -100% to increases of +20,900%. 
43 out of 69 MDAs did not incur the expenditure at all, while 5 MDAs reduced their budget estimates 
for ‘acquisition of motor vehicles’ expenditure. In addition, 6 MDAs had an increase in the expenditure 
budget estimates. The Ministry of Finance and Planning had the aforementioned budget increase of 
+20,900% (corresponding to an increase of TZS +209 million), while the Ministry of Livestock 
Development and Fisheries had an increase of +806% (an increase of TZS +189.5 million). The 
Accountant General’s Department also had an increase in their ‘acquisition of motor vehicles’ budget 
by +174% (an increase of TZS +695 million). The absolute increase for this MDA was somewhat 
significant, making up 7% of total ‘acquisition of motor vehicles’ estimates for the year 2017/2018.  

RASs, on the other hand, experienced decreases ranging from -100% to +57% in the year 2016/2017. 
For this focus budget item, 23 out of the 26 regions had no budget allocation for 2016/2017 of which 
7 regions had their budgets slashed to zero. In 2017/2018, 18 out of 26 regions had no budget for 
the year. In those regions where the budgets increased, these changes were rather small except for 
Morogoro region, which was allocated a TZS 100 million budget (55% of the total ‘acquisition of 
motor vehicles’ budget for RASs) after having no budget in the previous year, and Tabora region, 
which was allocated TZS 78 million (43% of the total ‘acquisition of motor vehicles’ budget for 
RASs) after having no budget the precious year as well. 

2.3.7		 Summary of Focus Budget Items  

What we have been able to determine from looking at the percentage variations for individual MDAs 
and RASs is that they experienced significant percentage increases and decreases due to a variety 
of circumstances. For that reason, one can only assess the effectiveness of the Government’s cost 
management measures by looking at the aggregate figures that include all MDAs and RASs. 

Figure 10 shows that there has been a general downward trend in focus budget items over the years, 
which reflects the Government’s efforts to strengthen its cost management in these six focus areas. 
All estimates for the year 2017/2018 are below the approved estimates from 2015/2016. While 
‘discretionary allowances’ and ‘training’ has continued decreasing, the other four focus budget items 
indicate a bottoming-out after initial expenditure cuts were successful. Future analysis will show if 
the Government is able to sustain this trend.

Figure 10: Summary of Focus Budget Items
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2.4	 Effects of Inflation

The analysis presented above was performed based on nominal budget estimates without taking into 
consideration inflation. However, the impact of inflation on the purchasing power of a shilling is an 
important factor to keep in mind, particularly for policy makers and policy analysts, when doing trend 
analysis. In that light, although the overall analysis has been made based on nominal figures, this 
section demonstrates how correcting the figures for inflation affect the assessment before drawing 
conclusions.    

Tables 2 and 3 contain the approved nominal budget estimates for the six focus budget items for both 
MDAs and RASs for the years 2015/2016, 2016/2017 and 2017/2018. The following illustrations 
show how each focus budget item was impacted by inflation. Taking 2015/2016 as a base year for the 
analysis, a 5.2% annual inflation rate was used to calculate real budget estimates for the year 2016/2017. 
If the analysis is done with 2016/2017 as a base year, a 5.4% annual inflation rate for 2017/2018 is 
applicable. The discounting factor for the analysis is 1/(1+5.2%) = 0.95057 for 2016/2017 and 1/
(1+5.4%) = 0.94877 for 2017/2018, respectively. The discounting factor was then multiplied with 
the nominal value of each budget item in the year 2016/2017 and 2017/2018 to convert the nominal 
values to real values. To indicate how this conversion affects the trend analysis, the table also presents 
the absolute difference between the nominal and real values as well as the percentage change of real 
values (which can be compared with the percentage change of nominal values).  

Table 2: Schedule of Focus Budget Items Adjusted for Inflation in 2016/2017 (TZS Millions)

Focus 
Budget Item

Nominal
2015/2016 
Approved 
Estimates

Nominal
2016/2017 
Approved 
Estimates

Nominal 
Change 

2015/2016 to 
2016/2017 

(%)

Real
2016/2017 
Estimates 

Difference 
of Nominal 
and Real 
2016/2017 
Estimates

Real Change 
2015/2016 to 

2016/2017 
(%)

Training  58,191  25,253 -57%  24,015  1,237 -59%
Discretionary 

Allowance  11,816  5,200 -56%  4,946  255 -58%

Travel  158,046  72,786 -54%  69,219  3,567 -56%
Fuel, Oil, 
Lubricants  72,058  40,871 -43%  38,869  2,003 -46%

Hospitality  21,015  11,079 -47%  10,537  543 -50%
Acquisition 

of Motor 
Vehicles

 13,208  3,526 -73%  3,353  173 -75%

Total  334,334  158,716 -53%  150,939  7,777 -55%
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Table 3: Schedule of Focus Budget Items Adjusted for Inflation in 2017/2018 (TZS Millions)

Focus 
Budget Item

Nominal
2016/2017 
Approved 
Estimates

Nominal
2017/2018 
Estimates

Nominal 
Change 

2016/2017 to 
2017/2018

(%)

Real
2017/2018 
Estimates 

Difference 
of Nominal 
and Real 
2017/2018 
Estimates

Real Change 
2016/2017 to 

2017/2018
(%)

Training  25,253  19,286 -24%  18,341  945 -27%

Allowance 
(Dictionary)  5,200  4,408 -15%  4,192  216 -19%

Travel  72,786  90,537 24%  86,100  4,436 18%
Fuel, Oil, 
Lubricants  40,871  40,988 0%  38,979  2,008 -5%

Hospitality  11,079  11,434 3%  10,873  560 -2%
Acquisition 

of Motor 
Vehicles

 3,526  9,762 177%  9,283  478 163%

Total  158,716  176,414 11%  167,770  8,644 6%

To illustrate the inflationary argument, we consider the following example in table 3: The Government 
budgeted a nominal estimate of TZS 90.5 billion for ‘travel’ in 2017/2018, which, when compared to 
the 2016/2017 nominal estimate of TZS 72.8 billion, showed a nominal percentage change (increase) 
of +24.4%. However, after correcting for the effects of the inflation rate of 5.4%, the real estimate for 
2017/2018 is TZS 86.1 billion, which TZS 4.4 billion less than the nominal estimate. The real change 
of the estimates is +18.3%.  

The takeaway from this analysis is that, for every budget increase, there is a hidden inflation factor that 
overstates the real budget increase, and, for every budget reduction, there is always an understatement 
of the decrease. Hence, the overall reduction of all six focus budget items from 2015/2016 to 2016/2017 
is -55% when measured in real terms (and -53% in nominal terms), while the overall increase from 
2016/2017 to 2017/2018 is only +6% if measured in real terms (and +11% in nominal terms). 

The effects of inflation have proven to deepen the decrease in budget estimates over the years even 
further. Training expenditure, for example, had total estimates of TZS 19.3 billion in 2017/2018, which, 
when compared to the 2016/2017 approved budget estimates of TZS 24.3 billion for training, shows 
a decrease of -24%. Factoring in inflation on expenditures for training, the amount becomes TZS 18.3 
billion, therefore the decrease in training has deepened to -27%. Factoring out the effect of inflation, 
the percentage increase of the total sum of focus budget items in the year 2017/2018 is +6% instead of 
an increase of +11% as shown in Table 3 above.  

In conclusion, this means that the assessment of the Government’s cost management measures based 
on real estimates looks more favourable than it already has from looking at the nominal estimates as 
reported in the Government’s annual budget estimates.

2.5			  Assessment of Roles of Oversight Bodies 

2.5.1		  Parliamentary Budget Committee 

The study team met the Chairman and the Vice Chairman of the Parliamentary Budget Committee 
for short informative discussions. These discussions assisted in providing understanding on some 
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of the budget estimates especially under the six focus budget items. During the discussions with the 
Committee, the study team was informed that the Committee monitors the whole budget preparation 
process and that the review of budget estimates proposed by Accounting Officers of each MDA 
and RAS is carried out first by the Committee in January and then by the Ministry of Finance and 
Planning (MoFP) in late March. After the MoFP has reviewed the proposed budget, it is presented 
to Parliament for review in the first week of April. But the monitoring is challenging since the 
Guidelines for the Preparation of Plans and Budget (GPPB) do not state any ceilings or floors for 
budget preparation, which means the GPPB do not quantify maximum or minimum amounts for each 
MDA or RAS. This is a major challenge since the Committee has to make a judgement call when 
reviewing submitted budget estimates proposals to determine whether budget estimates are sufficient, 
insufficient or extravagant. This issue is also affected by the fact that the Committee members do not 
have any other information (like periodical studies) on budget performance that can inform them on 
past performance under specific budget items and allow for the adoption of best practice measures to 
ensure that the implementation of budget related activities is done in a cost-efficient manner. 

The Committee members informed the study team that they pay more attention to major priority 
budget items in the proposed budget (these may not be the same as the six focus budget items) instead 
of scrutinizing each individual item. The Committee derives such priority budget items from the 
‘expenditure control and cost reduction measures’ listed in the Guidelines for the Preparation of Plans 
and Budget, Government policies being implemented in that year, as well as President’s directives 
regarding public spending.  However, the Committee lacks the tools that would allow for efficient and 
effective monitoring of cost reduction measures over time.    

2.5.2	 Ministry of Finance & Planning

During the discussion with the Ministry of Finance and Planning (MoFP), the Principal Financial 
Management Officer clarified that the measures to strengthen cost management do not apply equally 
across all MDAs and RASs. Due to specific circumstances in different units of government, planning 
officers are sometimes required to look at each budget item from different perspectives before deciding 
whether the budget item can be reduced without compromising the quality of service delivery. It was 
reported that the opportunity to reduce avoidable costs is relative to the type of expenditure and 
timing. Increases in budget estimates linked to the focus budget items which were analysed in this 
report are in many cases necessary according to needs or priorities that they are intended to fulfil. For 
instance, if the Government is to use funds to train key staff on areas essential for the improvement of 
service delivery, of course for this particular case, training may be regarded as a sound expenditure. 
This does not mean that, throughout the five-year policy implementation period, government officials 
won’t be trained on important aspects that increase their performance and/or improve government 
operations.

Indeed, this is an important point concerning the commonly used term ‘unnecessary expenditures’ 
to describe budget items which are related to avoidable costs. The point to be taken is that it is not 
an absolute term (an entire budget items cannot be regarded as ‘unnecessary’), it mainly points out 
that these budget items potentially relate to questionable activities, and that these items sometimes 
could be deliberately overstated for the benefit of budget holders. It is, therefore, in the interest of 
the Government to ensure that these budget items are kept within reasonable ceilings and that any 
activities that are planned benefit the citizens.   
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2.5.3		  Controller and Auditor General (CAG) 

The Controller and Auditor General (CAG) is a government official with a mandate vested in the 
Constitution. He or she is appointed by the President of the United Republic of Tanzania and oversees 
the National Audit Office of Tanzania (NAOT), which is the Supreme Audit Institution of the country. 
The CAG is responsible for auditing all MDAs and RASs and has the power to give opinion on 
whether the Government’s books and accounts are free from material misstatements or not.

In implementing the Government’s measures to strengthen public sector cost management, the CAG 
is expected to play a vital role in ensuring that funds are used for the sole purpose that they were 
allocated for. The CAG can examine, inquire into, and audit the accounts of all Accounting Officers 
and has the right and powers to call upon any officer for any explanation and information in case 
of discrepancies. This analysis is based on the approved budget. The CAG, however, can go deeper 
and analyse the actual expenditure on any budget item and provide feedback to the Government and 
Parliament. The recent audits published by the CAG office “URT Consolidated Financial Statements 
for the Year Ended 30th June 2015, 2016 and 2017” have reported on spending on some budget items 
although not in a very particular way to help create an understanding of what has been the overall 
impact on government spending, especially on the six focus budget items of this analysis.

For example, the recent 2016/2017 CAG report mentions that “expenditure measures taken by the 
Government include an enforcement of discipline in the use of public funds to comply with laws, 
rules, regulations and guidelines. The aim is to reduce unnecessary expenditures on recurrent and 
development projects. Measures include the use of public institutions facilities when conducting 
meetings, trainings, workshops and seminars, strengthening the evaluation and monitoring of public 
expenditure on development projects, integrating all LGAs into using the Electronic Fund Transfer 
System, etc.” It is important that, in the future, the CAG systematically reviews the steps that are 
taken in achieving the Government’s mission to cut down avoidable expenditures.
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3.	 CONCLUSIONS AND RECOMMENDATIONS 

3.1	 Conclusions

The Minister of Finance presents to the National Assembly a Budget Speech each year before the 
proposed budget is put up for discussion by the Members of Parliament. The requirements of the 
Guidelines for the Preparation of Plans and Budget (GPPB) should be reflected in the proposed 
budget. It is the role of Parliament to identify deviations from these guidelines and question the 
proposed budget before approving it. The Parliament’s inability to do so would result in approved 
annual budgets that may not be in line with the Guidelines for the Preparation of Plans and Budget or 
the Minister’s Budget Speech for the respective fiscal year. 

In the fiscal year 2016/2017, the total sum of the identified six focus budget items decreased by 
-53% compared with the 2015/2016 budget estimates for MDAs and decreased by -31% for RASs. 
However, in the following year, 2017/2018, the total sum of focus budget items increased by +10% 
for MDAs and by +26% for RASs. The increase from 2016/2017 to 2017/2018 could signify a 
possible correction if the related budget items were reduced too much in the previous year, and 
they had to be increased in the following year to avoid compromising the quality of public service 
delivery. Nevertheless, the overall results indicate that the Government’s announced measures to 
control expenditures and reduce costs have largely been effective.   

The trend analysis of the focus budget items with regards to individual MDAs and RASs has shown that 
there is considerable variation in Accounting Officers’ adherence to the Guidelines for the Preparation 
of Plans and Budget. While some spending units were able to reduce the allocation of focus budget 
items near zero, others increased their allocation multi-fold. These observations indicate that cost 
management measures cannot be applied uniformly and, instead, may require a discretionary control 
mechanism that considers the individual circumstances of various spending units. This observation 
implies that policy analysis can only assess the overall effectiveness of the Government’s cost 
management measures by looking at the aggregate figures and not at individual MDAs and RASs. 

The effect of inflation on the increase or decrease of budget estimates has also been noted in this 
analysis. It is advised that the Government continues to take this into account when considering any 
future updates in the Guidelines for the Preparation of Plans and Budget, as well as Government 
policies and directives regarding public expenditure. 

To support the Government’s efforts strengthening public sector cost management through adherence 
to the Guidelines for the Preparation of Plans and Budget, it is important that oversight bodies are 
provided with a realistic and clear framework to measure performance. The Parliamentary Budget 
Committee is expected to analyse various expenditure items before they are submitted to Parliament 
for debate and approval, but its resources to conduct in-depth studies are limited. Its efforts to monitor 
cost reduction measures are also hindered by the fact that there is no plan and reporting framework 
that allows for continuous improvement of budget performance as well as adherence to cost reduction 
measures through the adoption of lessons learned as well as good practices. It would also be important 
that the CAG specifically reviews the implementation of the cost management measures at both 
budget preparation and execution levels, but there is yet no specific cost management policy that 
could be subjected to performance audits. 
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3.2		  Recommendations

Over the past years, the Government has been committed to various ‘expenditure control and cost 
reduction measures’ without compromising the quality of service delivery. And the Guidelines for the 
Preparation of Plans and Budget for 2018/2019 go well beyond the focus budget items of this study 
and include, among others, measures to ensure profitable public institutions and statutory corporations 
and measures to reduce fiscal risks by quoting contracts in Tanzanian Shilling. The Government’s 
proactive attitude to broaden the scope of public sector cost management is commendable, but there 
has, yet, been little space for an evidence-based, open debate about the merits of these and alternative 
measures.

For that purpose, we suggest that the Government consults with various stakeholders to look for 
untapped opportunities to improve the budget preparation process to achieve national development 
objectives at the lowest possible costs by ensuring economy, efficiency, and effectiveness in the 
allocation of resources.3 Each key player in the annual budget process should, therefore, reconsider 
its role in strengthening public sector cost management.  

3.2.1		  Policy Makers 

The Permanent Secretary to the Treasury (PST) and the Paymaster-General (PMG) are both responsible 
for ensuring that Accounting Officers submit annual budget item estimates that reflect good value 
for money and the effective use of government resources. To achieve this purpose, the Ministry 
of Finance should hold wide annual consultations with public entities at national and subnational 
level, the CAG, Members of Parliament, the business community, civil society organisations, as 
well as international development partners to identify opportunities to improve public sector cost 
management. During these consultations, all stakeholders should be provided with time to present 
their analysis of public sector cost management issues.  

The Government itself may decide to produce, co-produce, or commission its own cost management 
studies to determine the nature and scope of potential cost savings and to develop feasible policy 
options to exploit these opportunities. Such dedicated cost management studies may cover different 
functional management areas including the operations of public goods and services, the management 
of human resources, the performance of investments in public institutions and statutory corporations, 
and the management of fiscal risks.

�	 Operations management may benefit from dedicated cost studies which analyse the efficient 
selection and combination of inputs and compare the costs of producing goods or services by 
public entities with those of private entities; these studies can support so-called ‘make or buy 
decisions’ such as the usage of government-owned facilities for conducting meetings, trainings, 
seminars and workshops instead of private facilities. Similarly, public entities may revisit the 
acquisition of tangible and intangible assets (such as vehicles or software licences) through 
using a rent, lease, or purchase contract. Further, one may increasingly pay attention to the 
lessons from procurement audits by the Public Procurement Regulatory Authority to improve 
value for money of public goods, works, and services. This effort could be complemented by 
a limited and selective application of a unit costs approach where government outputs have 
stable costs and a standard procedure to produce public goods or services is viable (like road 
construction). Moreover, the Government may use lifecycle cost analysis for those outputs 
that require funding over multiple fiscal years, such as the construction and maintenance of 
public utility systems like road, water, and electricity networks.  

3	 ‘Economy’ requires the acquisition of resources or right quality, quantity, at the right time and place at least possible costs. ‘Efficiency’ requires the optimal relationship between output of 	
	 services or other results and the resources used to produce them. ‘Effectiveness’ requires the achieving policy objectives, operational goals or other intended effects.
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�	 Human resource management has a large impact on the economy, efficiency and effectiveness 
of public services. It focuses on aspects such as workforce selection, vocational training, 
and personal emoluments including salaries and remunerative as well as duty-facilitating 
allowances. The Government should continue to ensure that only eligible officers receive their 
due remuneration (for instance by avoiding the payment of so-called ‘ghost workers’ that have 
been identified during compliance audits by the Controller and Auditor General) and that the 
use of discretionary allowances is subject to clear rules and adequate administrative control. 

�	 Public investment management should be transparent by providing indicators that show the 
net contribution or financing need, net debt, and off-balance sheet liabilities (like, for example, 
revenue guarantees) of state-owned enterprises. Where the price of public services is regulated 
according to government policy at a level below the market price, it is important to estimate 
additional financing needs and include them into the budget as a reimbursement. Performance 
contracts should include annual and multi-annual financial and non-financial targets, and 
consolidated annual performance reports should be open for public scrutiny. Also, the 
systematic recording and reporting of average costs and time overruns for large projects can 
strengthen the accountability for project preparation and implementation.

•	 Fiscal risk management is necessary to protect the public sector against unacceptably large 
losses. These risks may emanate from general economic risks (such as unexpected depreciation 
of the exchange rate), specific explicit risks (such as higher than expected public sector wage 
settlements), specific implicit risks (such as insolvent or bankrupt state-owned enterprises), 
or structural weaknesses in public finances (such as poor forecasting of revenues). For these 
reasons, it is important to identify and monitor fiscal risks, mitigate them to a tolerable level, 
and incorporate the retained risks in the budget.

Equipped with reliable evidence from such analysis, the Government should include selected cost 
management measures into the annual Guidelines for the Preparation of Plans and Budgets and 
prepare a Cost Management Action Plan with a clear and credible reporting framework.

3.2.2	 Policy Implementers

For all government units, it is the Accounting Officers who are responsible for preparing budget 
proposals that comply with the Guidelines for the Preparation of Plans and Budget, including explicit 
expenditure ceilings and any measures that are in place to strengthen public sector cost management. 
As all these spending units are tasked with the detailed planning and implementation of their own 
operations, Accounting Officers have to reason with the Ministry of Finance during the budget 
negotiations to determine what exactly can be done, given their particular circumstances, to deliver 
quality services at the lowest possible costs. 

To encourage proactive thinking about cost management, the budget negotiations between the MoF 
and spending units may benefit from any of the following approaches:4

�	 Require spending units with new policy initiatives to propose saving options.

•	 Introduce explicit time limits on funding decisions. 

•	 Require spending units to deliver an “efficiency dividend” (percentage savings) for certain 
expenditure categories. 

•	 Engage with staff representatives in order to establish the best way of modernising the pay 
structure including the current arrangements for remunerative and duty-facilitating allowances.

4	 Compare Allen, Hemming, and Potter (2013), The International Handbook of Public Financial Management, p. 218.
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•	 Avoid mandatory spending increases in entitlement laws. 

•	 Enforce regulations to minimise in-year adjustments to counter unrealistic initial budgeting 
and subsequent requests for virements or supplementary budgets. 

3.2.3	 Parliamentary Budget Committee

The Parliamentary Budget Committee is responsible for discussing and reviewing the Plan and Budget 
Guidelines (GPPB) and for monitoring the adherence of government entities to fiscal responsibility 
principles. Furthermore, it should conduct its own periodical studies on the performance of the 
budget. To perform these responsibilities, the Parliamentary Budget Committee receives professional 
support from the Parliamentary Budget Office (PBO). It is, therefore, important to ensure that the 
PBO is provided with adequate resources to support the Parliament’s oversight functions. 

The Parliamentary Budget Committees should require the Government to produce a Cost Management 
Action Plan with a clear and credible reporting framework that facilitates monitoring the overall 
progress of the agreed ‘expenditure control and cost reduction measures’. This reporting framework 
should serve as a reference to hold the Minister of Finance as well as Accounting Officers accountable 
for the effective use of government resources during annual consultations. 
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