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Abstract

The main development challenge that Tanzania has faced for decades is how to eradicate poverty. One of the strategies towards meeting the challenge of poverty has been to devise policy frameworks, the overall vision having been provided by Zanzibar Vision 2020 (Zanzibar) and The Tanzania Development Vision 2025 (Mainland).
The first generation poverty reduction strategies, which can be traced to the National Poverty Eradication Strategy, NPES, 2010 crafted in 1998 focused on priority areas.

The successor second generation NSGRP/ MKUKUTA and ZSGRP/ MKUZA are MDG-based and adopt an outcome-based approach. Both aim at the twin goals of achieving and sustaining high economic growth and substantial poverty reduction. In addition, growth strategies have been formulated in order to make achievements that will help accelerate poverty reduction (Tanzania Mini Tiger Plan 2020 and Zanzibar Growth Strategy 2006-2015)

The rich history of poverty reduction efforts has revealed that despite having articulate frameworks for poverty reduction and good macroeconomic performance especially in the last decade poverty has only been dented little. Is the growth process and distribution of the benefits of growth not efficient? Are there any shortcomings or gaps that need to be identified?

This brief paper attempts to explore the missing link between macroeconomic policies and poverty reduction initiatives. The broad objective of the paper, as required by the terms of Reference is to review macro policies with the aim of recommending how to make them effectively and adequately respond to poverty eradication initiatives. The assessment covers both the Mainland and Zanzibar. The methodology involved review of documents.

The findings of this study are that both MKUKUTA and MKUZA have elaborate macroeconomic policies with clearly spell out the instruments and how they will be pursued. Though there are no quantitative benchmarks set, the general finding is that macro economic policies have had mixed results on macro aggregates especially in some social indicators where a reversal is evident. The findings are unambiguous when it comes to the impact of macroeconomic policies on poverty reduction. Macroeconomic success (growth) did not lead to corresponding poverty reduction. What this means is that the growth process was not pro-poor. 

The study identifies the missing link to be inability of meso institutions.

Non state actors are deeply involved in poverty reduction strategies, in both formulation and implementation and have the potential of linking the macro and micro. However their seems to be asymmetric. While in formulation of MKUKUTA/MKUZA participation of NSAs was very elaborate with TORs sometimes stated, the same is not very elaborate in implementation especially when it comes to resource mobilization for implementation.

In general, partnership and shared resource mobilization are embedded in the two strategies. However, no clear guidelines exist. It is thus imperative to draw the line clearly so that NSAs see that financing of the strategies is a shared responsibility.

Macroeconomic policies and the micro economy do not always have a direct link. The intermediate or meso level is the vehicle of transmission. This level comprises of markets and institutions (rules and regulations). The “quality” of policies and exogenous factors (domestic and foreign) will determine the correct reading of macro policy signals at the micro level. In Tanzania regulatory bodies such as, MDAs, BOT (as far as financial sector is concerned), BEST, SUMATRA, TCRA etc belong to the meso group. The desired characteristics of a regulatory body include transparency, clarity, effectiveness (outcomes), efficiency and equity. The question is then to what extent these bodies exhibit all these characteristics.

Drawing from the example of the sector of agriculture, it is demonstrated that there are meso level weaknesses in passing the correct signals to the micro level and instead restate macro policies. 
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1.0
INTRODUCTION AND BACKGROUND
1.1 
Background

Tanzania exhibits typical characteristics of a developing country with low per capita income, wide spread poverty and needing greater attention to meet the Millennium Development Goals (MDGs). The main development challenge that Tanzania has faced for decades is how to eradicate poverty. 

One of the strategies towards meeting the challenge of poverty has been to devise policy frameworks, the overall vision having been provided by Zanzibar Vision 2020 (Zanzibar) and The Tanzania Development Vision 2025 (Mainland). 

The overall development goal for Zanzibar by year 2020 is to eradicate abject poverty and attain sustainable human development. Zanzibar of 2020 should be a society that reflects six attributes: eradication of abject poverty; a strong, diversified, resilient and competitive agriculture, industry, tourism and other productive socioeconomic sectors; highest level of ingenuity, self confidence and self esteem; peace, political stability, good governance, integrity, national unity and social cohesion; modernized production and delivery systems for goods and services; and higher degree of Foreign Direct Investment (FDI).

Processes that culminated in The Tanzania Development Vision 2025 (1999) were mainly influenced by outcomes of economic reforms implemented especially after 1986. The Vision aspires for high quality livelihood, free from abject poverty by 2025. With respect to growth, a strong, diversified, resilient and competitive economy is envisioned. A growth rate of the economy of eight per cent per annum or more is targeted.

The first generation poverty reduction strategies focused on the priority areas of basic education, primary health, water, rural roads, agricultural research and extension, Judiciary and HIV/AIDS. The two strategies were Poverty Reduction Strategy Paper (PRSP) crafted in year 2000 in the context of the Highly Indebted Poor Countries (HIPC) initiative,  (Mainland) and the Zanzibar Poverty Reduction Plan, MKUZA crafted in 2002 (Zanzibar). The Strategies, though much popularized can be traced to the National Poverty Eradication Strategy, NPES, 2010 crafted in 1998. 

NPES provided a framework to guide poverty eradication initiatives in order to reduce absolute poverty by 50 per cent by the year 2010 and eradicate it by year 2025. The strategy targeted improved economic growth and people’s incomes as a basis for poverty eradication: economic growth rate of 8-10 per cent. NPES was the first attempt to translate Vision 2025 to medium term targets.

The successor strategies, second generation PRSs, National Strategy for Growth and Reduction of Poverty (NSGRP or MKUKUTA the Swahili acronym (2005-2010), (Mainland) and the Zanzibar Strategy for Growth and Reduction of Poverty (ZSGRP or MKUZA the Swahili acronym) (2006-2010) are MDG-based and adopt an outcome-based approach. Both aim at the twin goals of achieving and sustaining high economic growth and substantial poverty reduction. The Strategies hinge around three Clusters: Growth and Reduction of Income Poverty; Social Well Being, and, Good Governance (and National Unity - MKUZA).

National Strategy for Growth and Reduction of Poverty (NSGRP/MKUKUTA), 2010 (2005)

This is a five year strategy addressing poverty in a comprehensive outcome-based approach. The strategy is presented in three broad clusters: Growth and Reduction of Income Poverty, Quality of Life and Social Wellbeing and Governance and Accountability. See Annex Figure 5.1. In terms of economic growth the target is a growth rate of 6-8 per cent per annum from a base of 6.7 per cent in 2004. The poverty reduction targets by 2010 (basic needs poverty) are from 25.8 per cent (2000/01) to 12.9 per cent in urban areas and 38.6 per cent (2000/01) to 24 per cent in rural areas. 

Zanzibar Strategy for Growth and Reduction of Poverty Reduction (ZSGRP/MKUZA) 2006-2010 (2006)

The principles that underlie ZPRP are national ownership, political commitment, commitment to socio-economic and structural reforms [Financial Management Reforms;   Harmonization of financial matters with United Republic of Tanzania (URT):  Public Expenditure Review (PER) and Medium Term Expenditure Framework (MTEF);Government Financial Accounting and Reporting, Economic management etc], sector strategies, linkages and collaboration, local partnership, harmonised assistance, equity, sustainable human development, macro-micro link and mainstreaming cross-cutting issues.
1.2
Growth Strategies

In addition to the PRSs, growth strategies have been formulated in order to make achievements that will help accelerate poverty reduction.

 Tanzania Mini Tiger Plan 2020 (2004)

The plan is based on the “ponds and birds” theory, the Asian Economic Development Model. The model focuses on employment creation by attracting Foreign Direct Investment (FDI), the “migrating birds” and promoting exports by developing Special Economic Zone (SEZ), the “ponds”.

Three basic strategies have been adopted in order to accelerate to 8-10 per cent annual growth rate of the economy: building SEZs and aggressively promoting most promising Industries (Primary, Light Industry and Tourism); quickly improving the National Balance Sheet by expanding exports from $1.0 billion to $2-3 billion within 3-4 years and solving as many bottlenecks by additional borrowing and foreign currency earning plus FDI, expanding investment activities further into more high value-added sectors and moving into larger investment projects not only in the export-oriented industries but also moving into import-substitution industries and processing industries as more domestic and foreign capital become available.

The Plan has set five targets for 2020: GDP to be growing at an average of 8-10 per cent and reach $40 billion; exports to be expanded from $1.1 billion to $20 billion; per capita income (PCI) to be increased from $280 to at least $1,000; creating 2-3 million new jobs and developing at least 25-30 SEZs in the country and attracting FDI aggressively

Zanzibar Growth Strategy 2006-2015 (2007)

The objective of the growth strategy is to realize high growth that is pro-poor. The strategic objective is to achieve a high growth rate of 10 per cent by 2010. The growth is to benefit the poor when they participate in the growth process as farmers and entrepreneurs, workers, consumers, residents in disadvantaged regions and players in markets. The drivers of growth have been identified as agriculture (including fisheries), tourism, trade and manufacturing (including Small and medium Enterprises, SMEs).

1.3 
Statement of the Problem

The rich history of poverty reduction efforts has revealed that despite having articulate frameworks for poverty reduction and good macroeconomic performance especially in the last decade poverty has only been little dented. Is the growth process and distribution of the benefits of growth not efficient? Are there any shortcomings or gaps that need to be identified?

1.4 
Objective of Paper

The broad objective of the paper, as required by the terms of Reference is to review macro policies with the aim of making them effectively and adequately respond to poverty eradication initiatives. Specifically to:

· Assess the existing macroeconomic policies in Tanzania
· Analyze the impact of existing macroeconomic policies on poverty eradication efforts i.e. checking the consistency of these policies with poverty reduction efforts

· Examine the role of other stakeholders in poverty reduction efforts

· Make recommendations and policy implications on the subject matter  

1.5
Scope and Limitations
The subject matter of macroeconomic policy is very wide. As such focus will be on few areas of immediate impact. Though both the Mainland and Zanzibar are covered, in making assessment coverage will pick one economy for purposes of demonstrating the links.

1.6 
Organization of Paper 
The paper is organized into six sections. The introductory section highlighted the policy frameworks for poverty reduction. An assessment of existing macroeconomic policies is given in section two, followed by an assessment of the impact of these policies on poverty reduction. The role of other stakeholders in poverty reduction is described briefly in section four. The last two sections are devoted to exploring the missing macro-micro link and concluding remarks.
2.0
ASSESSMENT OF EXISTING MACROECONOMIC POLICIES

2.1 
A Recap on Macroeconomic Policies
Macro-economic policy deals with aggregates in the economy: overall growth (GDP), inflation, exchange rate, public debt, trade, investment etc. The soundness of macroeconomic policies lies in promoting/supporting sustainable development. It is thus important to monitor the aggregates including the process of formulating the policies.
The central assumption of macroeconomic policy is benevolence of the policy maker/s (for the good of the economy and no hidden self interest). The government budget is the most powerful tool for executing macro policies
2.2 
Macroeconomic Policies in MKUKUTA and MKUZA
Both MKUKUTA and MKUZA have elaborate macroeconomic policies with clearly spelled out instruments and how they will be pursued as shown in Table 2.1
Table 2.1:
Macroeconomic policies in MKUKUTA and MKUZA
	MACROECONOMIC POLICY
	MKUKUTA
	MKUZA

	Fiscal/Monetary
	Contain inflation by pursuing prudent fiscal and monetary; strengthen tax administration policies
	Prudent fiscal and monetary policies; keep inflation low by addressing supply side constraints; roll out TAP and PFMRP; 

	Exchange rate/trade
	Increase exports, promote trade, improve competitiveness; public-private partnerships, develop new capabilities
	       -

	External debt
	Reduce external debt to sustainable levels (50% of GDP or less)
	Prepare Zanzibar Debt Strategy

	Interest rate
	Deepen financial sector reform in order to attain deposit rate which encourages savings and lending rate which lowers the cost of borrowing (narrowing spread, hence encouraging investment
	Introduce measures to reduce lending rates of MFIs

	Employment
	Implement investment strategies that promote employment creation and promote self employment; community-based construction and maintenance of rural roads; affirmative action; demand-driven skills development; public investments, human capacity building
	Reduce overall unemployment, develop and implement gender responsive policy; design and implement labour market information system; labour law reforms; support and strengthen SMEs and informal sector; 


Sources: MKUKUTA and MKUZA
2.3 
Record of Macroeconomic Indicators
Table 2.2: 
Tanzania - Record of Macroeconomic Policy Indicators 2001-2006

	
	2000/01
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06

	%
	M
	Z
	M
	Z
	M
	Z
	M
	Z
	M
	Z
	M
	Z

	Debt service/Revenue
	
	
	
	0.1
	
	1.7
	
	-
	
	1.0
	
	9.6

	Fiscal deficit/GDP

Before grants (-)
	5.3
	
	5.6
	
	7.7
	
	9.3
	
	11.3
	9.5
	12.6
	9.5

	Deficit. after grants
	-1.6
	
	-1.1
	
	-1.5
	
	-3.2
	
	-3.7
	
	-5.6
	

	Social services share of total expenditure 
	5.1
	
	5.5
	
	6.4
	
	7.2
	
	8.3
	
	8.1
	

	Exchange rate (Shs/US$)
	876.4
	966.7
	1038.4
	1089.4
	1122.7
	


Sources:
2.3.1 
Impact on macroeconomic aggregates

In assessing the impact of macroeconomic policy both economic and social indicators are used. However given the nature of generating such indicators (annual, periodic) the assessment will cover record of performance (for annually generated indicators) and snapshots for periodically generated indicators. One problem of the assessment is absence of a benchmark except for the MDGs. 
Unemployment
According to the latest figures the rate of unemployment in 2005 was 13 per cent in the Mainland and 7.0 per cent in Zanzibar.

Table 2.3: 
Tanzania: Impact of Macroeconomic Policy on Macroeconomic Aggregates and Social Indicators, 2001-2006
	Years
	2000/01
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06

	(%)
	M
	Z
	M
	Z
	M
	Z
	M
	Z
	M
	Z
	M
	Z

	Real GDP growth 
	5.7
	9.3
	6.2
	8.5
	5.7
	5.9
	
	6.5
	
	5.6
	6.2
	-

	Per capita income US$ nominal
	264
	265
	268
	276
	276
	273
	295
	303
	321
	327
	360
	

	Agricultural GDP 
	48
	25
	47.5
	25
	46.7
	21
	46.3
	23
	45.6
	23
	
	

	Primary NER

Zanzibar: Gross (except 2005)
	65.5
	94.6
	80.7
	98.1
	88.5
	99.1
	90.5
	100.3
	94.8
	77
	96.1
	

	Secondary NER Forms 1-6
	
	
	6.0
	
	6.3
	
	5.9
	
	10.1
	
	13.1
	

	Changes in foreign net assets (weeks of imports)
	6.3


	
	8.3
	
	8.9
	
	7.6
	
	
	
	
	

	Investments/GDP
	17.0
	
	18.9
	
	18.5
	
	21.0
	
	
	
	
	

	Inflation
	5.2
	3.2
	4.5
	5.2
	4.4
	9.0
	4.2
	8.1
	4.3
	9.7
	6
	

	Fiscal revenue/GDP
	12.0
	
	12.1
	
	12.1
	
	13.0
	
	13.6
	16.2
	14.5
	16.1

	Total exp/GDP
	17.0
	
	17.6
	
	19.8
	
	22.0
	
	25.0
	
	26.3
	

	Real deposit rate 
	-1.7
	1.0
	-1.4
	-1.7
	-2.0
	-6.5
	-1.7
	-5.7
	
	-7.1
	
	


Sources (URT, various)
2.3.2 
Impact on social indicators 
Table 2.4: 
Progress in MDGs: Macroeconomic and Social Indicators

	
	1990
	2000
	2005

	Mainland/Zanzibar
	M
	Z
	M
	Z
	M
	Z

	1. Food poverty (%)
	22
	25
	19
	24
	-
	13.8

	2. Primary Education (NER) (%)
	54.2
	50.9
	58.7
	67
	94.8 (2006)
	77

	3.Gender Parity Primary (Net)
	-
	-
	0.59
	0.6
	0.98
	0.82

	4. U-5 mortality rate (per 1,000 live births)
	191
	202
	153
	141
	112
	80

	5.Maternal mortality (per 100,000 live births)
	529 (1996)
	377 (1996)
	-
	323
	578
	220

	6. HIV/AIDS Prevalence (%)
	-
	-
	
	
	6.8
	0.6

	7. Access to water (%)
	-
	-
	68
	
	
	77.5


Note that these are averages and they mask a lot of geographical disparities

Source:
Table 2.5: 
Prospects of Reaching MDGs in Tanzania 2005/06

	
	Mainland
	Zanzibar

	1.Eradicate Extreme poverty and hunger
	Off track
	On track

	2.Achieve Universal primary Education
	On track
	On track

	3. Promote gender equality and empower women
	On track
	Off track

	4. Reduce child mortality
	Off track
	Off track

	5. Improve maternal health
	Off track
	On track

	6. Combat HIV/AIDS, malaria and other diseases
	On track
	On track 

	7. Ensure environmental sustainability
	On track
	On track


Source:
2.2.4 
Assessment
The main conclusion that can be drawn is that the macro policies have had mixed results on macro aggregates especially in social indicator where a reversal is evident.
3.0
ASSESSMENT OF THE IMPACT OF MACROECONOMIC POLICIES ON POVERTY REDUCTION

3.1 
Growth (Macroeconomic Policies) and Reduction of Poverty

Table 3.1:
Impact of Macro policies on Poverty
	Poverty indicators
	Mainland
	Zanzibar

	Basic needs poverty (%)
	36 (2000/01)
	49 (2005)

	Food poverty (%)
	19.9 (2000/01)
	13.8 (2005)

	Gini coefficient
	0.35 (2000/01)
	0.28 (2005)


Source:
Macroeconomic success (growth) did not lead to corresponding microeconomic successes (see also UNCTAD 2006). Where did “all the growth” go to? The conclusion that can be drawn is that much of the growth had not translated into poverty reduction – the growth process was not pro-poor. It is even of more concern for Zanzibar (data permitting) where basic needs poverty increased when growth increased. 

Table 3.2: 
Tanzania: Changes in Growth and Poverty (%) Between Household Budget Surveys - Mainland: 1991/92 – 2000/01; Zanzibar: 2000/01 – 2004/05
	
	Mainland
	Zanzibar

	Change in growth between Household Budget Surveys 
	+206
	+55.6

	Change in head count ratio: basic needs
	-7.5
	+36.4

	Change in head count ratio: food poverty
	-13.6
	-30.5*


* Note that Zanzibar used Mainland 2000/01 HBS figure in the absence of own recent HBS 

Source: Mbelle (2007)
The case of Tanzania provides a paradox. The country has low income inequality (Gini coefficient 0.35 (2000/01 HBS) having increased slightly from 0.34 (1991/92 HBS), Mainland, and Zanzibar (0.35 HBS 2000/01 falling to 0.28 in 2004/05). These coefficients can be compared to the average of 0.44 for Africa (high inequality countries 0.56; and low inequality countries 0.36). The startling question is then if inequality is so low, why has growth had less impact on reduction in poverty?

4.0
ROLE OF NON STATE ACTORS IN POVERTY REDUCTION

4.1 
Design of Strategies
In both the Mainland and Zanzibar the process of formulating of PRSs was inclusive and involved wide consultations led by both Government organs and Non State Actors (see Annex Figures). The role of the Governments was that of coordination. 

4.2 
Implementation

Implementation arrangements of MKUKUTA and MKUZA assign equal important roles for the Government and Non State Actors. The arrangements are comprehensive, and include institutions, roles and responsibilities, harmonization and rationalization of key national processes, a need for a communication strategy, management and organizational issues and capacity development 
Government

The MDAs will continue to play a lead role in policy formulation, management of public resource, implementation and monitoring of progress made while at the same time allowing more participation of non-state actors in policy discussions, budget processes, implementation and monitoring. In addition MDAs are committed to improving these processes in order to promote transparency and accountability. The cluster approach will be used as a preferred modality for dialogue.

Private Sector

The private sector will continue to lead the growth (wealth creation) process. It will work closely with the government through the established dialogue processes. More specific the public-private sector partnership will be scaled up through the established Business Councils and Chambers of Commerce. The government will create enabling business environment for the private sector to thrive (profit making, retained earnings after paying taxes) and contribute significantly to the wealth creation process. Also, public-private sector partnership will link with private businesses outside.
Civil Society Organizations
CSOs, including Faith-based Organizations (FBOs) and Community-Based Organizations (CBOs) will continue to participate in policy and planning, budget discussions, implementation and monitoring processes. More space and enabling environment will be created for CSOs to scale up their contribution to national development.  The government-CSOs partnership will be strengthened and nurtured through capacity development. 
Development Partners/JAST

Development partners are expected to continue to complement national efforts in the implementation of MKUKUTA and MKUZA. The expected support is in the form of financial resources and demand-driven technical assistance. The support on technical assistance will focus on building local capacity to manage the development process. The participation of development partners will follow JAST, launched in December 2006 as the national strategy for guiding development cooperation and aid management. The implementation of JAST is another element that must be embedded in the national dialogue process (URT 2007).

4.3 
An Assessment
The two levels of participation seem to be asymmetric. While in formulation of MKUKUTA/MKUZA participation of NSAs was very elaborate with TORs sometimes stated, the same is not very elaborate in implementation especially when it comes to resource mobilization for implementation. Though in general, partnership and shared resource mobilization are embedded in the two strategies, no clear guidelines exist. It is thus imperative to draw the line clearly so that NSAs see that financing of the strategies is a shared responsibility.
5.0
THE MISSING LINK: MACRO-MICRO
5.1 
Recap on Microeconomic Issues
As opposed to macroeconomic issues, the micro economy deals with individuals or groups of individuals (firms and households). Microeconomic units are assumed to be rational, utility maximizers (production for firms or utility for consumers) subject to relevant constraints and they make decisions on either production or on consumption (firms) or on both production and consumption (households).
5.2 
Linking the Macro and Micro Levels
Borrowing from theory, macro and micro economic issues do not always have a direct link. While rural households, for example, may benefit directly from macro policy on employment, their direct link to say policy on external debt may not be that direct. Further, policies such as fiscal and monetary that may have greater benefits at the macro level may need insulation in order not to hit such households hard. The greatest risk to the link is unpredictable policy/political pronouncements.
This said then one has to establish the proper link between the two, in the form of “transfer mechanism”. One then has to understand the transmission or channels of policies and responses between policy makers at the macro level and the different economic agents at the micro level. 
The intermediate or meso level is the vehicle of transmission. This level comprises of markets and institutions (rules and regulations).
Table 5.1: 
Macro-Micro Link

	Level
	Focus area
	Policies and exogenous factors

	Meso
	1. Sectors and sub sectors
2. Markets (factor, market, asset or financial market) 
3. Institutions (public, private, social/CSOs/CBOs; social capital) 
	1. Governance and standards
2. Commercial policies, customs

3. Labour standards and work ethics

4. Legal and regulatory environment, services
5. sector specific taxes and subsidies
6. Technology policies


Source: Rutasitara et al, 2007
The “quality” of policies and exogenous factors (domestic and foreign) will determine the correct reading of macro policy signals at the micro level. In Tanzania regulatory bodies such as, MDAs, BOT (as far as financial sector is concerned), BEST, SUMATRA, TCRA etc belong to the meso group. The desired characteristics of a regulatory body include transparency, clarity, effectiveness (outcomes), efficiency and equity. The question is then to what extent these bodies exhibit all these characteristics.
5.3 
A Glance at Macro-micro Link example of “Missed Transmission”: Agriculture Sector
Agriculture (sometimes used interchangeably with rural area) is the mainstay of the economy and where the majority of the poor are. Needless to say the quick win to poverty reduction in Tanzania lies in reducing urban poverty. Let us look at how this sector has the potential of playing its “transmission” role through its “Agricultural Sector Development Strategy (ASDS) and Agricultural Sector development Programme (ASDP).
Table 5.2: 
Example of Missed Transmission: Agriculture sector

	Sub Programme
	Main and Sub sectoral Components
	Related Macro Policy  in MKUKUTA/MKUZA
	Assessment

	Agricultural sector support and Implementation at District and Field level
	Investment and implementation; policy, regulatory and institutional framework, research, advisory services and training; private sector development, marketing and rural finance, cross cutting and cross sectoral issues.
	Fiscal/Monetary

Interest rate 
	Half missed

[right in infrastructure and financial services  only out of 14 sector actions]

	Agricultural Sector Support at national Level
	Creating a national enabling environment for all farmers and other actors in the sector
	Investment
	Missed [in all 11 interventions - macro policy reproduced]

	Cross Cutting and Cross sectoral issues
	Managing links between agriculture and other sectors
	Employment
	Missed [no mention at all]


Source: Table 5.1 and Sector Policy

The example of this one sector demonstrates meso level weaknesses in passing the correct signals to the micro level and instead restating macro policy or not addressing the issue that is needed at the micro level. 
6.0
CONCLUDING REMARKS AND POLICY IMPLICATIONS

“Growth helps the poor but is much better for the rich”. Relying on growth to reduce poverty is neither equitable nor efficient (Mbelle 2007). The main challenge that macroeconomic policy making faces is how to link macroeconomic successes with the real situation at the micro level (firms and households). 

In view of apparent weaknesses of the meso level to transmit correct signals from the macro to the micro level it is recommended that the relevant meso actors avoid becoming “small macros” and instead translate MKUKUTA and MKUZA macro policy instruments into micro level actions that target poverty reduction directly. 
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Annexes

Annex Figure 1: Major clusters of poverty reduction outcomes (Mainland)
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Cluster I: Growth and Reduction of Poverty

Cluster I is guided by the broad outcome of achieving and sustaining broad-based and equitable growth. The reduction of income poverty requires sustained high GDP growth at least 6 to 8% per annum over the next decade. The focus will be on scaling up investments towards modernising small, medium and large scale agricultural enterprises, promoting off-farm activities including small and medium size enterprises with emphasis on agro-processing, and promoting more sustainable use of natural resources for the benefit of poor communities. The strategy gives attention to trade, services and markets, infrastructure, and creating conducive environment to attract private investment. Support to the fast growing sectors, tourism and mining, will be geared towards promotion of employment. Safeguards will be put in place to protect the environment from degradation. The cluster aims at contributing to the quality of life by ensuring reliable and sustainable energy supplies.

Cluster II: Quality of Life and Social Well-Being

This cluster emphasizes outcomes that can reduce vulnerability, and ensure equitable access to quality services. Improving efficiency in the delivery of social services is  given a special focus. Attention will be paid to the promotion of clean and healthy environment and sustainable use of natural resources. The disparities between rich and poor, persons with disabilities, across age groups, between urban and rural citizens in access and use of social services will be minimised. The cluster has two broad outcomes: improved quality of life and social well being, with a focus on the poorest and vulnerable groups and reduced inequalities across regions, income, age, gender, and disability.
Cluster III: Governance and Accountability

In the Governance and Accountability cluster, the focus is on four broad outcomes: good governance and the rule of law, accountability of leaders and public servants to the people, deepening democracy, political and social tolerance and cultivating and sustaining peace, political stability, national unity and social cohesion. The cluster is the bedrock for the first and second clusters. For broad-based growth and improvement of quality life and social well being to take place, good governance has to prevail. The focus on governance centres on economic structures and use of public resources, natural resources, personal security, tolerance and inclusion, and participation in decision-making. Human rights and a fair justice system and fighting corruption are key elements of this cluster. The cluster aims for effective public administration so that systems of government are managed openly and in the interests of the people.

Annex Figure 2: Major Clusters of Poverty Reduction Outcomes (Zanzibar)
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All cross-cutting issues have been mainstreamed in the three clusters of the strategy. The goals, operational targets and key interventions and actors responsible to take the lead in implementation are included in the clusters strategies. Monitoring the progress of cross cutting issues will also be part of ZSGRP. The mainstreaming of cross cutting issues calls for collaboration within and across sectors.

The ZSGRP specifically sees a possibility of different sectors and actors working together toward specific outcomes.  This also came up in the course of the public consultation during the preparation of the ZSGRP.

Cluster and Outcome Approach
The new cluster-based and outcome approach adopted by MKUZA presents a major shift from its predecessor ZPRP. Its implementation requires close collaboration of sectors, MDAs and non-state actors working under each cluster. The collaboration mechanism is an opportunity to strengthen linkages and maximize synergies in implementation process, which will ultimately reduce unnecessary duplications, wastage of resources and reduction of transaction costs.  The focus will be on priority “results/outcomes” rather than priority “sector” because the bottom line is that people served by government expect results in form of goods and services delivered.

Annex Figure 3: Institutional Set up for Consultations: Mainland
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Annex Figure 4: Institutional Set up for Consultations: Zanzibar



































Annex Figure 5: Implementation Arrangements

Annex Table.1: Mainland Tanzania: Budget Frame for 2007/08 – 2009/10: Accounting (Shs. Million)

	Item
	2007/08

Ceiling
	2007/08

Projection
	2008/09

Projection
	2009/10

Projection

	Total Revenue
	5,055,624
	5,795,215
	5,944,548
	6,416,716

	Domestic revenue
	3,022,826
	3,369,847
	3,802,829
	4,282,014

	Programme loans & Grants
	   874,779
	   881,320
	1,010,550
	1,071,279

	Total expenditure
	5,055,624
	5,795,215
	5,944,548
	6,416,716

	Recurrent exp. 
	3,438,448
	3,843,640
	4,242,955
	4,620,990

	Recc. Exp. Excl. CFS
	3,015,529
	3,228,602
	3,665,251
	3,932,544

	 Development Expenditure
	1,617,176
	1,951,575
	1,701,593
	1,795,725

	Memo item GDP T.Shs. Billion
	19,362
	
	
	


Source: URT 2007 (MOF)
Annex Table 2: Zanzibar: Budget Frame for 2005/06 – 2008/10: Analytical (Shs. Million)

	Item
	2005/06 
Budget
	2006/07 
Ceiling
	2007/08 
Projection
	2008/09 

Projection
	2009/10 

Projection

	Domestic revenue
	76,654
	83,187
	90,498
	97,113
	103,547

	Total expenditure
	154,471
	198,226
	210,964
	222,947
	242,283

	Recurrent exp. 
	85,396
	93,781
	101,015
	110,081
	118,382

	Development exp.
	69,075
	104,445
	109,949
	116,866
	123,901

	Overall deficit
	(77,817)
	(115,039)
	(120,466)
	(129,834)
	(138,737)

	Overall deficit after grants
	(43,484)
	(48,356)
	(52,729)
	(56,254)
	(60,240)

	Financing: foreign
	43,484
	48,356
	52,729
	56,254
	60,241

	Financing: local
	1,286
	(9,744)
	(8,276)
	(7,801)
	(7,658)

	Memo item GDP Shs. Billion
	425.3
	489.1
	557.2
	632.6
	724.5


Source: MOFEA 2006i (abridged)
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