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EXECUTIVE SUMMARY

(1) Objectives

The 2008 Health Sector Public Expenditure Review (PER) set out to analyse
allocation and use of resources in the health sector, with particular focus on the
following key areas:

e A review of the previous Health Sector PER FYO07 findings and actions
taken by the sector in response to those findings, indicating
unaccomplished/pending actions, and identifying follow-up actions for
FYO08;

e Analysis of recurrent and development budget performance for the past
three years;

e Analysis of expenditure trends at sectoral and sub-sectoral levels including
the central-local government split;

e Analysis of the core/priority areas/items of expenditure as highlighted in
the HSSP Il and the National Strategy for Growth and Reduction of
Poverty (NSGRP)/(MKUKUTA;

e Analysis of the contribution of cost sharing funds in health financing and
in enhancing equity and efficiency in health care financing; and

e Analysis of health income and expenditure at the Council level to provide
a good overview on financial flows and how the resources are being
allocated in the assessed Councils.

In addition, this year’s PER conducted an analysis of Reproductive and Child Health
(RCH) and Human Resource for Health (HRH) spending. In this respect, in addition
to the standard PER format, this year’s review has attempted a review of the
composition and trends in spending on RCH and HRH as key areas for achieving the
targets of the Health Sector Strategic Plan Ill, and health related MKUKUTA
objectives.

(i)  The 2008 PER Highlights

Allocations and expenditures in health have increased, but the share of health in
government budget remains below 15% recommended in Abuja Declaration.

The review has shown an upward trend of expenditures and allocation of available
resources, which is a reflection of the commitment by the government and
development partners to increase health spending and to ensure the expenditures are
allocated to support the primary health care approach to health sector development.
The review indicates that the allocation of budget resources for health grew by 18% in
2007/08 and by 19% in 2008/09. Also, actual health expenditure grew by 41% in
2005/06, then by 20% in 2006/07 and by 12% in 2007/08. The budget allocations are
lower than the HSSP I1Il predicted annual growth rates of 24% on on-budget
allocations on account of parallel increases in recurrent and development budget



allocations of 21% and 31% respectively. Also, the findings of this review indicate
that although health budget has increased, its share in total government budget has not
improved much because the allocations for health have increased at a slower pace
than the 20% average increase in total government budget. Foreign funding for health
(both basket and non-basket) has grown at an average annual rate of 36%. In total,
however, the share of health sector budget in the total government budget has
averaged around 11% over the review period, which is well below the 15%
recommended in the Abuja Declaration.

Composition of financing sources for the health sector has remained unchanged,
though the share of foreign financing has increased during the review period.

The expenditures from the main sources of public spending: government, donors, and
user fees have increased over the years, and despite the government remaining the
largest source of public spending, external resources by bilateral and multilateral
agencies have become significant, accounting for up to 37% of the total expenditures.
User fee revenues have also increased reaching well over US$5 million in 2007/08,
and despite being small compared with government and donor contributions, user fees
constitute an important source of expenditures in the facilities where it is collected
and spent. In total, the off-budget financing component (mainly in form of Health
Services Fund—HSF) accounts for an average of about 1% of the entire health sector
financing.

Per capita health spending is still low, and falls significantly short of WHO
recommended target of US$ 34 to address health challenges, and is well below the
HSSP 111 projections of US$ 15.75 per capita spending by 2009/10.

Per capita health spending is still low, at an average of about TZS 14,215 in nominal
terms, while in real terms (2001 constant prices), is still below TZS 10,000. In Dollar
terms, the average per capita health spending is about US$ 11.29 in 20078/08 and
grew to 13.46 in year 2008/09, with health sector claiming about 10 -11% of the
government budget, reaching the WHQO’s estimated per capita spending of US$34 in
order to adequately address health challenges, remains an uphill task. Also, the level
of spending is still far short of HSSP 111 projection of achieving US$15.75 per capita
spending by 2009/10.

Budget performance has been satisfactory; but difficulties related to procurement
and procedures for works and contract management continue to affect the
performance of development budget.

Generally, budget performance has been good, with actual total expenditures reaching
99% of the approved estimates in 2006/07, but declining to 93% of the estimates for
2007/08. Budget performance was much lower in 2007/08 compared to 2006/07, with
recurrent budget performance declining from 98.5% in 2006/07 to 91.2 in 2007/08,
while development budget performance slipped down to 95.4% in 2007/08 from
99.7% in 2006/07. While issues related to failure to release funds for budget
execution, late disbursement of the funds, and reallocation of the funds to other
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activities were the major reasons for failure to fully execute the recurrent budget , the
major reason for failure to fully execute the development budget is cumbersome
procurement procedures (delays in tendering and awarding processes), and failure to
get funding from other sources which the disbursement is beyond the capacity of the
Ministry of Health and Social Welfare (MoHSW).

The share of development health spending has increased throughout the review
period

The share of recurrent expenditure in total health expenditure declined from about
80% of actual expenditure in 2004/05 to 55% of the estimates in 2008/09. At the same
time, the share of development expenditure has increased from about 19% of the
actual expenditure in 2004/05 to about 36% of the actual expenditure in 2007/08 and
about 45% of the estimates in 2008/09. These trends in recurrent and development
budget indicate a significant boom in financing for development projects in the health
sector, largely by the Development Partners.

Shares of resources managed centrally (by MoHSW) and locally (by LGAS) have
changed just modestly, indicating a slow pace in decentralization of health sector
financing

In FY2005/06, about 61% of total health spending was centrally managed (by
MoHSW), while 39% of health expenditures were managed locally. The situation
improved even further in FY 2007/08, with the share of actual health spending
managed centrally (by MoHSW) declining to 58%, while the share managed locally
increased to about 42% of the total actual health spending. So far, the share of health
sector financing managed centrally over the period 2004/05-2008/09 has averaged
around 60%, with the Councils and Regions managing just about 40% of the
resources. However, this separation does not take into account expenditures by the
MoHSW on drugs and supplies which eventually go to the LGAs. Also, if it is
assumed that the health related financing that is channeled through PMO-RALG
eventually go down to the Local Government Authorities, then the share of locally
managed resources could increase.

Expenditure on human resources has increased, but still remains too low to meet
the human resource needs as identified in the Human Resource for Health
Strategic Plan.

The review findings indicate increase in the overall spending on personnel, including
training, and that, much of the spending on human resources are recurrent
expenditures. But despite such increases in recurrent expenditure, the overall
expenditure for HR Development still remains very low, and the HRH resources gap
based on the HSSP-I1I costing figures still remains wide. The findings of this review
indicate that, if HR needs as identified in the HR Strategic Plan are to be met, about
20% of the MoHSW budget should be allocated to HR Development. However, only
6% of the MoHSW budget has been allocated to HR development in 2008/09 which is



approximately 31% of total resource requirements for human resource development in
2008/09.

Complementary health financing is becoming increasingly important in health
sector financing, but there is significant amount of unused funds both at the
National Health Insurance Fund (NHIF), and Health Services Fund (HSF).

Total receipts for HSF almost doubled between 2006/07 and 2007/08, and about 89%
of the receipts were used for health service delivery in 2007/08. NHIF contributions
have also grown significantly from TZS 45.5 billion in 2006/07 to TZS 55.5 billion in
2007/08. Despite such increase, significant amount of resources are unused both at the
NHIF and HSF. This review has found that less than 15% of NHIF annual income is
utilized by health facilities. Also, although cost sharing collections are perceived to be
insignificant, the LGA sub-study has found that cost sharing funds exceed Other
Charges (OC) allocations in some specific LGAs. But, in total, HSF was
approximately 2% of OC allocations to the LGAs in 2006/07, and increased to about
4% of the OC allocations to the LGAs in 2007/08.

Despite the difficulties in disaggregating Reproductive and Child Health (RCH)
budget and expenditure data, a quick analysis of the existing information reveals
that allocations for RCH are still far below the HSSP-I11 projections.

While complete data required for analysis of budget and expenditure on RCH was not
available, limited information was obtained from the MoHSW Annual Performance
Report for 2007/08. The data showed expenditures related to RCH on reducing
maternal mortality and infant and child mortality, nutrition and prevention of stunting,
wasting and underweight in children. Actual expenditure on these areas of RCH
claimed a share of about 7% in the total actual expenditure for the MoHSW. Because
this item was not covered in the previous reviews, it is not possible to make
comparisons with previous years. Further, since the budget and expenditure for RCH
services are linked to other health interventions it becomes difficult to separate
expenditures specifically linked to RCH.

Release of funds for health sector activities to the Local Government Authorities is
satisfactory, but LGAs control very little portion of resources going to the health
sector.

Information from the sampled 12 Councils indicates that releases of finances (OC and
basket funds) are satisfactory, with some receiving 100% of funds with little or no
delays. However, the share of resources controlled by the LGAs for health sector
activities is very small compared to the share controlled centrally. Also, the major
sources of financing for Council health activities still remain block grant and basket
fund, but some of the Councils have huge off-budget financing, which is not captured
centrally.
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(ili)  Limitations

Due to data limitations, it was not possible to address all of the objectives spelt out in
the Terms of Reference as outlined above. For instance, the study team could not
undertake an analysis of the Community Health Fund (CHF) due to unavailability of
information on the spending on it, yet it is an important component of the overall
health financing reforms in Tanzania. The problem of incomplete information also
affected the quality of analysis on expenditures of LGAs, human resource
development, and Reproductive and Child Health interventions. In the case of human
resources development, information available could not allow sufficient
disaggregation to provide a clear picture of trends or offer a clear indication about the
adequacy or not of the spending compared to resource requirements. As such the
PER’s findings with respect to spending on HR development cannot offer strong
guidance on future budget formulation to address HR needs. Expenditure tracking on
RCH suffered from the challenge of isolating RCH specific spending in the context of
integration of services and interventions as well as funding flows.

Another limitation encountered was due to the late start of the PER, which meant that
while it is expected to feed into the budget preparation, the two coincided with each
other. This limited the quality of interaction of the PER team and staff of MoHSW
and MoFEA. As a result, insights and qualitative information available with the
relevant officers are lacking.

(iv)  Recommendations

Drawing on the findings and limitations above, our recommendations are in two main
areas: improving expenditure management and management of PER.

Expenditure Management
1. Capturing of off-funding spending;

a. The MoHSW should strive to make sure that information on CHF
collection and expenditures is made available for future PER analyses.

b. The Department of Policy and Planning with collaboration with
MoFEA should devise a system of capturing off-budget funds from the
external finance database.

c. Conducting a trend analysis of the off-budget finances (Council Own
Fund, Other Sources of Fund and CHF) at the LGA level is important
in the determination of resource envelope for the sector.

2. In order to improve NHIF claiming and reimbursement procedure, the
recommendations as presented in URT (2009) should be implemented. In
particular, the following recommendations have to be implemented in the short
run.
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a. DMO and RMOQO’s should facilitate the preparation and implementation
of a roll out plan of the training to lower lever facilities in order to
improve claiming systems and financial management.

b. All health Facility Governing Committees in all Government health
facilities should be activated and empowered for the purpose of their
effective participation in financial planning and supervision in their
respective areas.

c. Accountants at the District Council/DMO should prepare breakdowns
of income and expenditure of all facilities and this report should be
availed to Council, Regional and National level authorities.

d. Breakdowns of income and expenditure of all health facilities should
be regularly provided to each health facility by the DMO in order to
enable them to make facility level plans and to utilise their funds.

e. The MoHSW should consider providing additional support for the
Councils which did not make a provision in their budget.

In order to improve the performance of the development budget, there is a
need to initiate a national discussion on public procurement system in order to
tease out measures to simply procurement procedure is imperative.

Since integration of services is accepted as a policy direction for the sector,
attempts are needed to isolate and report spending on selected programs of
special interest e.g. RCH, and human resource development. This could be
strengthened by undertaking rigorous monitoring and measurement of
performance so that results and outputs of the interventions can be used to
gauge the effectiveness of spending.

In order to review the costing figures in the HRD Strategic Plan, a thorough
national study to examine expenditures on HRD by central, LGAs and private
institutions ought to be commissioned by MoHSW.

In order to establish trends over time for the sources of funds and in particular
other sources of funds (DRF, CHF, NHIF, and user fees etc), we propose a
resource tracking study that will not only look on one year data but establish a
trend over time. The study could be organised in two parts: a desk review of
CCHPs, TFIRs, and www.logintanzania.net to obtain a picture of budgets and
reported spending on the one hand, and field study to get more detail, and also
to verify some of the reports.

The next public expenditure reviews should include a thorough analysis of the
expenditures by MoHSW on drugs and other supplies going down to the local
level (both at LGA and Regional level). This will give a much clearer picture
of the resources that go to the local level.
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8. Financing from other sources to the LGAs should be part and parcel of health
sector public expenditure review. The LGA sub-study carried out in this
review has found this category of financing to be quite significant in some
LGAs, for instance, in Biharamulo District Council, it accounted for about
40% of financing.

9. In the face of low reimbursements by the National Health Insurance Fund
(NHIF), measures should be taken to expedite ‘training for claiming’, which
has already started. But also, there should be concerted efforts to minimize
delays in re-imbursements.

10. Cumbersome procedures have been found to contribute significantly to the
low rates of reimbursements at NHIF. Efforts should be made to make the
procedures amicable in order to increase the rate of reimbursement.

11. Status of complementary financing should be known clearly in every facility.
This should be part of integrated planning, which will clearly indicate
resources from all sources. This has to appear in the Comprehensive Council
Health Plan in all districts. This will be an essential component for the
transparency of the budget.

12. Decentralization should be expedited to allow the LGAs use the resources
effectively. With the current procedures, even if more resources were to be
sent to the LGAs, there would still be “left-overs’ because procurement rules
prohibit them from using the resources.

Management of PER

1. Timing of PER process needs to be fixed and observed to feed into, rather than
conflict with budget preparation.

2. Where preparatory studies are necessary, it would help if they are identified
and conducted early enough and their findings endorsed by all stakeholders,
including the MoFEA before adoption for PER purposes. Including several
sub-studies under PER has proved to be challenging due to different data
requirements.

3. Data gaps have persisted largely because of weaknesses in record keeping,

particularly at the local levels. Therefore, measures should be taken to improve
record keeping at all levels in order to better inform decision making.
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1.0 INTRODUCTION

In recent years, governments of the developing countries have taken policy decisions
to move away from the traditional focus on input-oriented budgeting — i.e. managing
inputs such as staff and supplies to increased emphasis on how budget allocations can
help achieve/promote national goals. The strategic approach to expenditure planning
has been supported by the adoption of Poverty Reduction Strategy (PRS), which
defines the government’s overall poverty reduction objectives. This approach has
been reinforced by the adoption of Medium Term Expenditure Framework (MTEF) as
a means to foster a closer link between spending and policy objectives, and to anchor
public expenditures on a sound macroeconomic framework of the country.

In Tanzania, the National Strategy for Growth and Reduction of Poverty
(MKUKUTA) is the government’s blueprint for poverty reduction and economic
growh and provides the framework for planning and spending priorities in all sectors.
Health features as one of the pillars for realising growth and poverty reduction, with
the priorities pursued by health sector aimed at promoting the attainment of improved
livelihoods. The Health Sector Strategic Plan (HSSP I1I1) for the period 2009-2015
adopts a health systems approach to improve the performance of the health sector by
focusing on priorities related to: infrastructure expansion and improvement;
strengthening referral services; increasing the number and quality of human resources;
improving management capacity at Council level, and increasing and broadening
mechanisms of health financing. These interventions are expected to reverse the poor
health status indicators, contribute towards poverty reduction and attainment of
growth objectives of the country and the realization of the Millennium Development
Goals (MDGs). Thus, they provide the framework for planning, budgeting and
allocation of resources in the health sector.

The need to achieve country specific targets for poverty reduction and development,
and MDG related ones has created pressure to generate more resources and to ensure
efficient use of scarce national resources. For the health sector, the range of financing
mechanisms have increased and alternative systems including Community Health
Fund (CHF), National Health Insurance Fund (NHIF) and cost sharing arrangements
have been established. All these aim to provide additional discretionary funding at
local levels to facilitate quality service delivery. In addition, the government in
partnership with donors has improved the coordination of external resource flows to
enhance the predictability and utilization of these resources.

In addition, to ensure value for money, and as a result of the policy taken to shift in
spending towards output-oriented rather than input approach to budgeting, the
government of Tanzania has adopted a performance-based budgeting emphasising
target setting. This has been followed by annual assessment of performance against
the targets and outputs identified at the planning and budgeting stages. In parallel to
this, a budget classification —Government Finance Statistics (GFS) that allows easy
analysis spending has been introduced by the Treasury to promote transparency of
public expenditures.
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Public Expenditure Review (PER) forms one of the tools for linking country
economic and sector work, and analysing sector performance in the context of the
overall economic and the broad country agenda. PER addresses itself to the issue of
optimal allocation of public expenditures by answering the question: are the limited
government resources allocated to areas that maximise economic growth and
contribute to poverty reduction? In addressing this question, the health sector PER
2008 provides the following:

e A review of PER FYOQ7 findings and actions taken by the sector in
response to those findings, indicating unaccomplished/pending actions,
and identifying follow-up actions for FY08;

e Analysis of recurrent and development budget performance for the past
three years;

e Analysis of expenditure trends at sectoral and sub-sectoral levels including
the central-local government split;

e Analysis of the core/priority areas/items of expenditure as highlighted in
the HSSP Il and the National Strategy for Growth and Reduction of
Poverty (NSGRP)/(MKUKUTA;

e Analysis of the contribution of cost sharing funds in health financing and
in enhancing equity and efficiency in health care financing; and

e Analysis of health income and expenditure at the Council level to provide
a good overview on financial flows and how the resources are being
allocated in the assessed Councils.

In addition to adopting the standard PER format, this year’s PER has chosen as its
theme in-depth analysis of Reproductive and Child Health (RCH) and Human
Resource for Health (HRH) spending. See Annex A for the Terms of Reference
(ToRs).

After presentation of the introduction in section 1, section 2 presents a review of PER
FYO07 recommendations, actions taken, pending actions and the reasons. Section 3
summarises recent trends in overall public health spending, in relation to the overall
Government of Tanzania (GoT) budget. Trends in the total public health budget and
expenditures, and various sub-sectoral trends are reviewed, with a more detailed
analysis of particular recurrent expenditure items and of the development budget.

Analysis of the contribution of complementary financing in enhancing equity and
efficiency in health care financing is presented in Section 4. Section 5 provides a
review of the composition and trends in spending on RCH and HRH and Section 6
gives an overview of financial flows and how the resources are being allocated in the
assessed twelve Councils. Section 7 discusses the results and provides
recommendations for the way forward.
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20 REVIEW OF PER FY07 RECOMMENDATIONS AND

ACTIONS TAKEN

The main recommendations of the PER FYO07, together with actions planned and/or

taken during FY08, are presented in Table 1 below.

Table 1:

Summary of Actions Taken on PER FY07 Recommendations

Recommendation

Action Taken

1.

Lobby Ministry of Finance and Economic
Affairs (MoFEA) for earlier and consistent
data on total government expenditure at the
end of the financial year; and seek agreement
between Government (GoT) and
Development Partners (DPs) on which is the
definitive version of such data

The discussion was done and agreed that the
source of total GoT spending should be the
consolidated public  expenditure  books
(including) the reallocations as published by
MoFEA.

Agree on which definition of estimates
should be used as the comparator (preferably
original approved estimates, with
presentation of any revised budget together
with explanations)

Agreed to use approved estimates as passed
by the Parliament with explanations
whenever deviation occur.

Update the analysis of the sector share of
actual expenditures, and lobby for a greater
share of the budget in future years.

PER 08 has updated the sector shares (based
on actual figures); The Government
recognizes the importance of channelling
more funds to the health sector. For instance,
in the 2009/10 budget the sector ranked the
third priority sector after education and
infrastructure.

Further work to analyse all on-budget
spending according to beneficiary level

This PER has done part of the analysis by
levels e.g. Central, Regional and District. It
further analysed the allocation within a
sample of Councils. Nevertheless, a detailed
beneficiary level analysis is a tracking
exercise that the Ministry of Health and
Social Welfare (MoHSW) needs to consider
as a separate study in the future.

Include specific targets for budget and
spending by level of the health system in the
new Health Sector Strategic Plan (HSSP I1I)
to enable annual monitoring towards those
targets.

In HSSP 111, three health financing indicators
have been defined: 1) Proportion of national
budget spent on health; 2). Total Government
and Donor (Budget and Off-budget)
allocation to health per capita; 3) Proportion
of population enrolled in CHF/TIKA.! In
PER FYO08 information is presented on
proportion of national budget spent on health.
Further, per capital health spending has been
calculated both at the central and local levels.

! TIKA is an abbreviation for a Swahili phrase “Tiba kwa Kadi”

16




Recommendation

Action Taken

6.

Monitor  quarterly  spending  against
objectives, and should provide written
justification of deviations

This is not feasible under the current
arrangement since the implementation of the
health sector budget is under different
authorities. However, MoHSW reports to
MoFEA quarterly, semi-annually, and
annually. The reports indicate spending by
MKUKUTA, Performance  Assessment
Framework (PAF), and Ruling Party
Manifesto.

Incorporate and expand the analysis of
spending against MKUKUTA objectives in
future PER updates.

This has been done in the PER 08 based on
the available MoHSW Annual Report.

Review the completeness and usefulness of
the External Finance Database (either
directly or through a small commissioned
study) in advance of the next PER update
o Specifically, to seek clarification on
the various columns and sources of
data; to compare with in-house data;
and to resolve queries with figures as
indicated in PER FYO07;
o Review off-budget external finance for
consistency with policy goals (as last

year)

This is not a mandate of MoHSW; however,
a discussion is underway between MoHSW
and MoFEA to address these issues.

Compare findings of National Health
Accounts (NHA) exercise with estimates of
external funding from the relevant PER
update

The two are not comparable. This is because
NHA includes the off budget from the donor
survey and out of pocket expenditure from
the households while PER captures only on
budget and limited data on off-budget
spending.

10.

Continue to improve capture of external
funding within MTEF

This is done continuously. For instance,
Global Fund is now captured in the MTEF.

11.

Clarify the position with Health Service Fund
(HSF) data for FY2006/07 in order to update
the table in Annex B of PER FYO07.

The table has been updated using data from
the 2005/06 and 2006/07 Appropriation
Accounts.

12.

Provide consolidated picture of Community
Health Fund (CHF) membership, income
(separating membership premia and user fee
revenues), and expenditure on an annual
basis

This has not been done because there is no
updated information from the MoHSW.

13.

Require National Health Insurance Fund
(NHIF) to provide timely annual report
showing clearly the distribution of claims on
a geographic basis (ie by Council) and by
level (primary facilities, district hospitals,
regional hospitals, referral hospitals, national
and special hospitals)

NHIF reports are produced annually. Further,
NHIF produces disaggregated information of
claims by geographical basis and the level of
health care.
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Recommendation

Action Taken

14.

Commission nationally representative
tracking study of LGA spending during the
course of FY2008/09, whether as part of the
PER or as a stand-alone exercise.

A tracking study of twelve districts was done
as part of PER FY2008.

15.

Review the role and timing of the health
sector PER update, the Task Team, and the
appropriate body to serve as a Steering
Group

The PER timing has been reviewed to start
the round in July of each year. The
composition of the Task Team has been
updated. The PER technical Working Group
has been revived and has been functional
throughout the PER 2008 process.

16.

Consider a return to a fixed, full-time
exercise, and to ensure that the necessary
incentives are in place to permit MoHSW
and other government officials to play their
role.

Government officials committed their time in
the PER process albeit time constraint caused
by conflicting timetable between the PER
and the budget processes.
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3.0 TRENDS INHEALTH SECTOR SPENDING

The 2008/9-2010/11 Budget Guidelines project increased expenditure in health in line
with the implementation of the programs to combat Malaria, TB, Reproductive and
Child Health and HIV and AIDS. The broad activities at the heart of health resource
allocation according to the budget guidelines are: Prevention and treatment of malaria;
Rehabilitation and rationalization of regional hospitals; Scaling up of provision of
immunization services and other Reproductive and Child Health services; Scaling-up
of proven non-Anti-Retro Viral (ARV) interventions, including Tuberculosis (TB)
prevention and treatment of opportunistic infection in People Living with HIV and
AIDS (PLWAS); Facilitating equitable, sustainable and cost effective access to ARV
for all affected households with emphasis on ARV education; and Improving human
resource capacity at all levels in terms of quality, skills mix and quantity.

Sufficient resources are needed to implement the identified interventional areas. This
Section summarises recent trends in overall public health spending, in relation to the
overall government of Tanzania budget. Trends in the total public health budget and
expenditures, and various sub-sectoral trends are reviewed, with a more detailed
analysis of particular recurrent expenditure items and of the development budget. The
analysis presented in this Section is based on the data presented in Annex B.

3.1 Trends in Total Health Sector Spending

In line with the priorities identified in the planning and budget guidelines, the review
indicates that the allocation of budget resources for health grew by 18% in 2007/08
and by 19% in 2008/09. Also, actual health expenditure grew by 41% in 2005/06, then
by 20% in 2006/07 and by 12% in 2007/08. The actual spending for the health sector
increased from TZS.516.5 billion in 2006/07 to TZS.576.8 billion in 2007/08, with
the level of spending estimated to rise to TZS.733 billion in 2008/09 (Table 3).

Figure 1 below presents the general trend of total health expenditure, and budget (both
in nominal and real terms) from 2004/05 to 2008/009.

Figure 1: Trend of Nominal and Real Expenditure in Health 2004/05 — 2008/09
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3.2 Health in Relation to the Total Government Budget

The increase in health spending observed above is taking place within an overall
growth in total government expenditures to support the implementation of the
National Strategy for Growth and Reduction o Poverty (NSGRP), which health is an
integral part. Total government expenditures (both, including and excluding the
Consolidated Fund Service — CFS) over the period 2004/05 - 2008/09 are
summarized in the Table 2 below.

Table 2:  Trend of Total Government Expenditure (TZS Mill)
2004/05 2005/06 2006/07 2007/08 2008/09
Actual Actual Approved | Actual Approved | Actual Estimates
expenditure | Expenditure | estimates | expenditure estimates | expenditure
TOTAL PUBLIC
SPENDING
EXCLUDING CFS 2,657,780 3,017,567 4,496,345 3,862,022 5,451,800 4,685,200 | 6,567,845
TOTAL PUBLIC
SPENDING
INCLUDING CFS 2,991,611 3,577,747 4,972,492 4,338,123 5,998,100 5,209,000 | 7,216,130
TOTAL HEALTH
SPENDING 301,227 426,374 519,871 513,606 615,748 571,073 733,878
Health As % of
Total Expenditure
excluding CFS 11.3% 14.1% 11.6% 13.3% 11.3% 12.2% 11.2%
Health As % of
Total Expenditure
including CFS 10.1% 11.9% 10.5% 11.8% 10.3% 11.0% 10.2%

Figure 2 below plots total on-budget spending on health as a percentage of total
government spending over the past four financial years, together with the budgeted

amount for the current financial year -2008/09.

Figure 2: Share of Health Budget and Expenditure in Total Government Budget
and Expenditure (2004/05 — 2008/09)
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As Figure 2 portrays, the share of the health sector in total government budget and
expenditures has remained well below the 15% target of Abuja Declaration.
Allocation to the sector has been around 11% throughout the entire period of review,
from 11.6% (2006/07), 11.3% (2007/08), 11.2% (2008/09). Actual health expenditure
had increased from 10% of total government spending including CFS in 2004/05 to
12% in 2005/06, and this has so far been the peak for the entire review period.
However, this was followed by a decline in actual health spending as a percent of total
government spending to 11% in 2007/08. This decline in the share of health would
happen because total government budget will increase slightly faster (20%) than the
increase in budget allocations to the health sector (19%).

3.3 Trends in Overall Public Health Expenditure

3.3.1 Health Expenditure by Financing Sources

In total, the spending on health came from two broad streams: on-budget and off-
budget resources comprising domestic and foreign sources. Expenditures by the
government from tax revenues and the National Health Insurance Fund contributions
together with general budget support and health sector basket constitute on-budget
spending. On the other hand, user fees/Health Services Fund (HSF), CHF, Councils’
own revenues, as well as foreign project funding form off-budget expenditure.

Table 3 below summarizes the overall health spending over the period 2004/05 —
2008/09. The Table shows increasing pattern in expenditures, with the total actual
spending growing from TZS.304 billion to TZS.576 billion between 2004/05 and
2007/08 financial years. This trend reflects the growth in government and foreign
funding to the sector. Off-budget funding mainly from HSF remains low as a share of
the total spending. However, since the user fees collected are retained and spent at the
points of collection, this revenue provides a significant source of expenditures at the
health facility level.

Table 3: General Health Spending by Financing Sources (in Million TZS)
2004/05 2005/06 2006/07 2007/08 2008/09
Actu_al Actu_al Approved Actu_al Ap[_)roved Actu_al Estimates
expenditure Expenditure estimates expenditure estimates  expenditure
Government Funds 206,554 296,819 | 370,991 348,890 | 413,258 378,113 | 459,496
Foreign 94,673 129,555 | 148,880 164,715 | 202,490 192,959 | 274,383
Basket 91,777 68,299 99,911 103,204 80,956 80,956 97,629
Non Basket 2,896 61,257 48,969 61,512 | 121,534 112,003 | 176,753
Off-Budget? 3,384 3,363 - 2,964 = 5,696
Total 304,612 429,738 519,871 516,570 | 615,748 576,769 | 733,878

The off-budget component accounts for an average of about 1% of the overall health
expenditure throughout the review period. Actual off-budget expenditure increased by

% The off-budget captured here is mainly the Health Services Fund (HSF)
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92% from TZS 2.9 billion in 2006/07 to TZS 5.7 billion in 2007/08, but the share in
total health expenditure remained the same around 1% because health expenditures by
the other categories also increased. However, it is important to note that, the off-
budget health financing is very much underestimated since only the Health Services
Fund (HSF) has been captured. No data were available for other off-budget
components, including external finance.

The review indicates that although the sector is still largely financed by government
sources, the share of foreign funds (both basket and non-basket) has been increasing
modestly over the past three financial years. The share of foreign funds has increased
from 29% of the approved estimates for health spending in 2006/07 to 37% in
2008/09. Figure 3 shows the percentage shares of government and foreign
contributions to health financing for the period 2004/05 to 2008/09 and it reveals that
while the government funds remain higher, foreign funds have accounted for an
average of 33% of resources between the two time periods. The increase in the share
of foreign funds is due, in part, to the increase in the non-basket foreign financing,
whose share in foreign health funds increased from 38% of approved foreign funds in
2006/07 to 58% of the estimates for foreign funds in 2008/09. Also, the share of
basket funding in total foreign financing dropped to 42% in 2008/09 budget from 62%
in 2006/07 due to the large injections of foreign non-basket support, in particular the
Global Fund.

Figure 3: Shares of Government and Foreign Funds in Health Sector
Financing
Foreign Funds (Baskgt &Non-Basket)
0,
31% 30% 29% 34% 36% 35% 37%
Go! t Fun
Actual Actual Approved Actual Approved Actual Estimates
expenditure | Expenditure estimates expenditure estimates expenditure
2004/05 2005/06 2006/07 2007/08 2008/09

3.3.2 Recurrent and Development Spending

Since 2004/05, Tanzania improved the budget systems, with the extension of GFS
coding to the Development Budget, thereby enabling disaggregation and analysis of
the Recurrent and Capital elements of total (i.e foreign and local) on-budget spending.
However, since 2007/08, the government has decided to treat all foreign assistance
coming through General Budget Support (GBS) as public funds, and the funds are
channelled to development projects as ‘local financing for development.” Following
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this decision, all recurrent expenditures are supposed to be financed by government
funds. Table 4 presents a breakdown between recurrent and development expenditure
since 2004/05. The analysis presented in Table 4 is based on the conventional
distinction, looking at the amounts allocated and spent for recurrent and development
components as recorded in the official Government Estimates, for the purpose of
comparison with previous years.

Recurrent expenditure, which boasts the biggest share in government’s health
financing, is comprised of two main components, the Personal Emoluments (PE) and
Other Charges (OC). Despite increase in allocation for personal emoluments by 30%
and 16% in 2007/08 and 2008/09 respectively, the share of PE in the total health
sector budget has increased slightly from around 6% in 2006/07, to about 10% in
2008/09. On the other hand, allocations for other charges increased by 5% both in
2007/08 and 2008/09, but the share of OC in the total health sector budget has
declined from 58% in 2006/07 to 51% in 2007/08, and further to 45% in 2008/09.

Table 4: Recurrent vs. Development Health Spending (in Million TZS)*
2004/05 2005/06 2006/07 2007/08 2008/09
Actual Actual Approved Actual Approved Actual Estimates
expenditure | Expenditure estimates expenditure estimates expenditure
Recurrent 242,829 308,045 | 397,644 391,792 | 394,894 360,290 | 402,384
Development 58,399 118,329 122,226 121,814 220,854 210,782 | 331,494
Total on-budget 301,228 426,374 519,870 513,606 615,748 571,072 | 733,878

The decline in the share of OC in the recurrent budget has driven the share of
recurrent budget down, while the share of development budget and expenditure has
increased almost consistently since 2004/05. Figure 4 below presents the trend of
recurrent and development expenditures for the period 2004/05-2008/09.

® PE allocations to the LGAs are computed as sum of allocations to Codes 250300 (Basic Salaries) and 250100
(Employment Allowances) for sub-votes 5010, 5011, 5012 and 5013 of the LGAs. However, the shares could be
slightly underestimated because the PE and OC components at the regional level have not been captured.

* Note that some of the figures in Table 4 are different from the figures reported in the FYO7 PER. This is because a
thorough update was done base on the information from MoFEA and MoHSW. For instance, Government Funds to
the LGAs were about TZS 2 billion less the amount reported in the budget books.
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Figure 4: Trend of Recurrent Expenditure: 2004/05 — 2008/09
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Figure 4 shows a declining share of recurrent expenditure in total health expenditure
from about 80% of actual expenditure in 2004/05 to 55% of the estimates in 2008/009.
At the same time, the share of development expenditure has increased from about
19% of the actual expenditure in 2004/05 to about 36% of the actual expenditure in
2007/08 and about 45% of the estimates in 2008/009.

3.3.3 Overall Budget Performance: Actual Expenditures against Estimates

Overall budget performance for the health sector has been good, with little mismatch
between approved estimates and actual expenditures. Figure 5 presents the actual
expenditures against the approved estimates for 2006/07 and 2007/08, and the
approved estimates for 2008/09. The Figure gives a general picture of the overall
budget performance but Table 5 below summarizes the budget performance for
2006/07 and 2007/08, for both recurrent and development budget. Generally, budget
performance has been good, with actual total expenditures reaching 99% of the
approved estimates in 2006/07, but declining to 92.7% of the estimates for 2007/08.
The key factor responsible for lower performance of the development budget is
procurement and procedures for works and contract management.
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Figure 5: Approved vs. Actual Expenditure (in TZS Million)
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Table 5: Overall Budget Performance: 2006/07 and 2007/08
2006/07 2007/08
Recurrent Budget Performance 98.5% 91.2%
Development Budget Performance 99.7% 95.4%
Total Budget Performance 98.8% 92.7%

If the performance is disaggregated between MoHSW and Regions and LGAs, it
appears that the low budget performance in 2007/08 is largely under the MoHSW.
Table 6 shows that MoHSW total budget performance was just around 90% in that
year, and recurrent and development budget were 87.3% and 93.5% respectively. On
the contrary, total budget performance at the level of Regions and LGAs was 96.3% ,

with development budget performance reaching 99.99%.

Table 6: Budget Performance Disaggregated by levels
Budget Performance by Levels 2006/2007 2007/2008
MoHSW (Total) 97.28% 90.08%
MoHSW -Recurrent 97.20% 87.30%
MoHSW -Development 97.47% 93.52%
Regions and LGAS 90.13% 96.30%
Regions and LGASs (Recurrent) 99.99% 94.91%
Regions and LGAs (Development) 61.05% 99.99%
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Budget performance shown above is attributed to a number of factors, including:

= Better coordination of external resources through basket and budget
support

= Adoption of performance based planning and budgeting by the
government, where targets for measuring performance are evaluated
through annual performance reviews

= Transparency in expenditures: Since 2004/05, Tanzania improved the
budget systems, with the extension of GFS coding to the Development
Budget, thereby enabling disaggregation and analysis of the Recurrent
and Capital elements of total (i.e. foreign and local) on-budget spending.

= Inclusiveness of planning and budgeting cycle: the process is adequately
inclusive, with respective sector ministries playing crucial roles in the
preparation of budget guidelines, MTEF determination and subsequently
issuance of resource ceilings.

While the major reason for failure to fully execute the recurrent budget is related to
failure to release funds, late disbursement of the funds, and reallocation of the fund to
other activities, the major reason for poor performance of the development budget is
cumbersome procurement procedures (delays in tendering and awarding processes),
and failure to get funding from other sources which the disbursement is beyond the
capacity of the Ministry. For instance, the Ministry intended to undertake service
delivery client satisfaction survey in monitoring quality of public services and
disseminate the findings to stakeholders but only 58% of the target was executed
because funds were not released.

3.3.4 Health Sector Spending by Levels

The review attempted an analysis of expenditures in the health sector based at
different levels, from the MoHSW to the Local Government Level. Table 7 presents
the health expenditure data based on the levels, with National Health Insurance Fund
(under Accountant Generals’ Department) and allocations and expenditures under
Prime Minister’s Office Regional Administration and Local Government (PMO-
RALG) presented separately. This kind of distribution results in five different
categories, the MoHSW, the Accountant General’s Department (NHIF); PMO-RALG;
Regions; and Local Government Authorities (Municipal, Town, or District Councils)
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Table 7:  Health Sector Spending by Levels

2004/05 2005/06 2006/07 2007/08 2008/09
Actu_al Actugl Approved Actu_al Approved Actu_al Estimates
expenditure  Expenditure  estimates  expenditure  estimates expenditure

1: Ministry of Health and Social Welfare (MOHSW)
Total MOHSW 175,873 271,169 307,229 298,866 348,307 313,739 425,416
Recurrent 128,341 180,306 216,370 210,304 192,875 168,379 196,378
Development 47,532 90,863 90,859 88,562 155,432 145,360 229,038
2: Prime Minister’s Office, Regional Administration and Local Government
PMO-RALG (Dev) 4,480 19,838 21,494 2,505 2,942 2,942 25,027
3: Accountant Generals Department
NHIF 16,534 20,457 24,050 23,950 27,971 26,719 30,177
4: Regions
Total Regions 14,486 16,943 22,967 24,545 42,351 39,615 49,665
Recurrent 10,456 11,893 19,115 19,052 28,761 26,024 30,927
Development 4,030 5,049 3,852 5,493 13,590 13,590 18,738
5: LGAs
Total LGAS 89,855 97,968 144,131 163,740 194,177 188,058 203,593
Recurrent 87,498 95,389 138,109 138,486 145,286 139,168 144,902
Development 2,357 2,579 6,021 25,253 48,891 48,891 58,691

GRAND TOTAL 301,227 426,374 519,871 513,606 615,748 571,073 733,878

It is important to note that the information presented in Table 7 above does not give a
clear indication of the resources going to the Local Government Authorities (LGAS).
It is understood that, a significant portion of expenditure by the MoHSW ultimately
go down to the local level in form of drugs and other essential supplies for the health
facilities. Also, the health resources managed by the PMO-RALG eventually go down
to the local level. A further disaggregation of resources at local level is attempted in
Local Government sub-study, in section 6. Perhaps, the level of disaggregation that
would provide a more proximate estimate of resources going to the local level would
involve putting vaccines, drugs, and other spending which goes to LGA as a separate
category.

3.3.5 Per Capita Health Spending

Per capita expenditures in health, as one of the key benchmarks used to assess the
scope of health spending in a country has increased, though gradually over the two
time periods. Per capita health spending increased modestly from about TZS 13,214
in 2006/07 to TZS 14,234 in 2007/08, and the estimates for 2008/09 could pull it up to
TZS 17,768. Figure 6 shows the trend of both nominal and real per capita health
spending for the review period, based on official exchange rates and population
projection figures from the National Bureau of Statistics.
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Table 8 below presents a summary of per capita
currency (TZS) and foreign currency (USD).

health spending, both in local

Table 8: Per Capita Health Spending

2004/05 2005/06 2006/07 2007/08 2008/09

Actual Actual Approved Actual Approved Actual Estimates
NOMINAL (TZS) 8,235 11,308 13,375 13,214 15,368 14,253 17,768
REAL (TZS) 6,412 8,321 9,177 9,067 10,120 9,386 11,400
NOMINAL USD 7.42 9.49 10.71 10.58 12.18 11.29 13.46
REAL USD 5.78 6.98 7.35 7.26 8.02 7.44 8.64
Deflator 1.28 1.36 1.46 1.46 1.52 1.52 1.56
Exchange Rate 1,109 1,192 1,249 1,249 1,262 1,262 1,320
Population 36,576,738 37,704,872 38,867,802 38,867,802 40,066,599 40,066,599 41,302,370

The trend of nominal per capita health spending in US dollar terms has shown a

steady upward trend over the period under review,

increasing by about 52% from

$7.42 actual per capital spending in 2004/05 to US$11.29 in 2007/08. In real terms
however (using the 2001 constant prices), per capita health spending remains well

below US$ 9. While still

far short of the 2001 WHO Commission on

Macroeconomics and Health estimates of US$ 34, it should be borne in mind that
external funding is unlikely to be fully reflected within the budget especially the off

budget component.
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3.4 Local Government Health Sector Spending

3.4.1 Overall Level and Share of Government Subventions to LGAS

In this review, attempt was made to aggregate all resources that go down to the Local
Government Authorities, thus stratifying health sector resource allocation into two
levels: The Central Level (Ministry of Health and Social Welfare) and Local
Government Level. In this case, all the resources from PMO-RALG and those
transferred to the Regions are assumed to be going to the local levels. With this
aggregation, Figure 7 below shows the trend of distribution between the “central” and
“local” for the period 2004/05-2008/09.

Figure 7: Trend of Distribution of Resources between Central and Local Govt
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Figure 7 clearly indicates an almost stagnant share of the resources to the local level
during the period under review. There was modest improvement in the share of
resources to the local level from about 33% of actual expenditure in 2005/06 to about
42% of actual expenditure in 2007/08, but it slides back to about 40% of the 2008/09.
If estimates and expenditures for PMO-RALG and Regions are removed from this
categorization of ‘local’, the share to the Local Government Authorities becomes even
smaller, with the share of the ‘central’ remaining unchanged, as indicated in Table 9.

Table 9: Share of Resources: Central and Local

2004/05 2005/06 2006/07 2007/08 2008/09
Level Actual Actual Approved | Actual | Approved Actual Estimates
Central 62% 67% 62% 61% 59% 58% 60%
PMO-RALG 2% 5% 4% 1% 1% 1% 4%
Regions 5% 4% 5% 5% 7% 7% 7%
LGAs 32% 24% 29% 33% 33% 35% 29%

The shares in Table 9 and Figure 7 indicate modest pace in decentralization. In
FY2005/06, about 66% of total health spending was centrally managed (by MoHSW),
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while LGAs managed only about 24% of the spending in health. The situation
improved in FY 2007/08, with the share of health spending managed centrally (by
MoHSW) declining to 58%, while the share managed by LGAs increased to about
35%. It can also be observed from Table 9 that the share of health spending that is
managed by the Regions also increased from 4% in FY 2005/06 to 7% in 2007/08.

3.4.2 Health Spending at LGA Level by Sub-Votes

In the Governmen