o= &

Human Development
Report 2005

Human Development Report Office
OCCASIONAL PAPER

“The Cost of Poverty”: Transaction Costs
and the Struggle to Make Aid Work in the
Education Sector in Tanzania

Dyer, Kate. 2005.

2005/9



Final version

“The Cost of Poverty’:
Transaction Costs and the
Struggle to Make Aid Work in the
Education Sector in Tanzania

Paper under preparation for IMG / UNDP
By Kate Dyer
Maarifa ni Ufunguo
PO Box 15102, Arusha, Tanzania
Brandondyer@eotlz.com
(+255) 027 2752457

Transaction Costs in Education in Tanzania



Final version

Executive Summary

This paper was written at the end of 2004 at a critical time in the development of the
education sector in Tanzania and of rapid changes in the wider picture of government /
development partner relations - characterised by rapid moves towards harmonisation, the
development of a Joint Assistance Strategy for Tanzania, and ‘“Mkukuta’ the first of the
‘second generation’ Poverty Reduction Strategies.

One of the most frequently quoted expectations of donor harmonisation is reduced
transaction costs (TCs), as an early step towards increased aid effectiveness. This paper
attempts to look at the different kinds of TC — administrative, tying and fiscal, to see how
they play out through different funding instruments: projects, pooled fund support to the
education sector, sector support, and what are their likely implications in the context of
moves towards increased budget support.

It is argued that TCs do exist only as discreet units (missions, reports, audits etc) which
can be cut down upon with consequent increases in efficiency. Rather they form the most
visible part of a spectrum that should blend into sustainable partnership and commitment
to doing what is necessary to eradicate poverty. In practice this is not the case. Despite
dramatic improvements in the primary education sub-sector through the Primary
Education Development Programme (PEDP), and very significant increases in donor
funding, relationships between government and DPs have over the past few months been
very poor. Acrimony, particularly over the release of funding by the pooled fund partners
and reporting of it, have led to very unpredictable financial flows to district and school
level, with damaging effects on the quality of education.

It is necessary to step back and look at the bigger picture of what is going on, including
from a historical perspective. Reform of the education sector is only one of a whole
range of reforms, covering public service, financial management, local government, civil
service, legal sector and others. They are driven by an analysis that in themselves
projects and sector level reforms in the past have not generated the changes that would
eradicate poverty and are not likely to do so in the future. More fundamental structural
change is required, as an end itself and to mitigate some of the risk of putting more
money into Budget Support. All of this is to be supported by on-going high level
dialogue to ensure that key decision makers are actively engaged. This, it is argued, may
be expensive in the short term TCs, but the potential long term gains justify the cost.

To ensure that these gains in terms of aid effectiveness, government effectiveness and
ultimately poverty eradication, this paper has highlighted a number of recommendations.
It is central to appreciate that they have to be mutually supportive and proceed together.
If DPs “harmonise’ without effective communication with government, for example, it
can be constructed as donors ‘ganging up’. OECD DAC gives good advice about
working in sector wide and more harmonised approaches. These are taken as given, and
the following are additional points arising from observation of the education sector in
Tanzania.
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Summary of Key Recommendations

1. For Government of Tanzania

» Greater realism and assertiveness about needs and priorities. For education this
needs to be based on a national debate about the role of education in national
development, and what ordinary and poor people say about what they need from
the schooling system to help them eradicate poverty

» Focus on capacity building, articulated through a clear long term strategy, and
building out from the existing knowledge and understanding within MOEC and
PO-RALG about how to run the sector

> Finalise, including through legislation, an effective division of labour and of
financial procedures between MOEC and PO-RALG

> Despite the emphasis on reform programmes and processes which take up time of
many senior level officials, it is necessary that the core business of government
goes on as efficiently as possible: existing management practices adhered to,
audit queries responded to promptly and so on.

> Greater risk taking to take advantage of the opportunities currently offered by DP
enthusiasm for the reforms of the Mkapa leadership, at the same time as
confidence in rejecting aid and / or new reforms when the costs seem likely to
outweigh the benefits.

2. Good Practice Between Government and DPs.

> Invest the time to come to a genuine understanding; this is a serious challenge
against the current imbalance of power in donor / recipient relationships and the
Tanzanian historical familiarity with *being told what to do’, either during
colonialism or by a top-down planning tradition. High-level dialogue in the
education sector, which the donors demand, is particularly difficult to sustain in
the absence of a clear philosophy, such as formerly existed with the Education for
Self Reliance policy. There needs to be a clear and common understanding of the
terms ‘leadership’, ‘ownership’, ‘partnership’, ‘accountability’, and their practical
implications.

> Prioritise a few strategic interventions, communicate them clearly to all
stakeholders at all levels of society; move forward effectively on a few things
rather than ineffectively on many. Acknowledge the long time frame that is going
to be necessary for strategic reforms. ‘Failing to plan is planning to fail’.

» Acknowledge and work to address the capacity gaps which exist on both sides.
The literature is stronger on the aid recipient side than on the donor side; shifts
away from *“blue print approaches’ to development problems are certainly in the
right direction, but much more can be done by insisting that DPs do more to
understand country specific issues and challenges.

> Money is not the only solution to development problems; there needs to be clear
thinking about the kinds of issues which can often be addressed by an injection of
cash (such as classroom shortages) and those that require at least as much
thinking and learning as spending (such as building local accountability)
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» Ensure that new equally damaging mind-sets are not being created, like donor
dependency, or individual enthusiasm for reform based on workshop allowances
which supplement a meagre salary, as opposed to embedding training around
strategic reforms to improve government services into an individual’s core job.

2. Good Practices in Relationships Between DPs

» Take responsibility for building common ground with bi-lateral and UN agencies
that currently have different approaches, whether ‘like minded” and predisposed
towards harmonisation, or not. Regularly reassess what is being achieved in
terms of long term sustainable progress, and what is not, through current
approaches, whether these are projects and conventional use of technical
assistance or increasing budget support. A position of ‘pushing the debate
forward” amongst DPs has risks of (i) fragmenting the DP group (ii) undermining
the coordination role of UN agencies (iii) pushing faster than GoT can move; the
short comings of project approaches are better known but there are circumstances
where they could be the most effective means of support.

» Pooling of funding can help reduce the burden on government so long as the
pooling arrangements does not create additional unworkable demands.

» Silent partnerships and exiting from sectors can be helpful not only for
government but also for overall DP effectiveness and coherence. Education DPs
in Tanzania cannot all come together for a meeting with less than about 3 months
notice as there are so many institutions and individuals involved.

» Building institutional memory among DPs so that new expatriate staff arriving in
country get a collective DP picture, rather than from a single agency.

» Working strategically in collaboration. A day or so set aside for ‘retreat
meetings’ can be more effective than 2-4 meetings a month for an hour or so at a
time, where bigger picture issues cannot be resolved. Education DPs in Tanzania
have currently identified 16 distinct issues that they need to be working on', with
limited sector specialists, no one agency can take responsibility for all of these
effectively, so clear roles and responsibilities amongst DPs are critical. Education
specialists need to collaborate on developing inputs to other reform processes,
rather than just doing this work within single agencies.

> Doing the work of collaboration within the collaborating agencies, rather than
relying on consultants. If a consultant is used, then that person often finishes up
with a better understanding than the body that commissioned the work, since all
they get is the product. Buying in the work is sometimes a symptom of
collaboration being an add-on rather than being seen by the agency as central to
harmonisation?.

! Education and core reform processes, education and local government reform, education and budgetary /
resource planning processes, HIV/AIDS, equity, environment, gender, MDGs and EFA, Mkukuta, Poverty
Reduction Budgetary Support, PETS, sector review processes, audit issues, future funding options,
reporting and monitoring, high level dialogue.

2 In addition, if the work is done unsatisfactorily by a consultant, DPs can collaborate in blaming the
consultant and not use them again. If the work is done less than satisfactorily by one of their own number,
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3. Good Practices in Individual Agencies

3.1 Human Resources

» Taking a long-term perspective on poverty and reform; staff induction to focus on
historical perspectives as well as the immediate situation in a sector.

» Consider longer tours of duty for expatriate staff

> Draw effectively on the expertise of their own local staff

» Professional appraisal of individual expatriate staff could give credit for depth of
understanding of country specific issues as much as for keeping up to date with
international debates, and for credibility with GoT partners as well as in the DP
group. Team players are more useful than officers keen to make an individual
mark over a single tour of duty;

3.2 Internal Consistency around Harmonisation

» There is no point in an individual agency being “at the cutting edge’ of
harmonisation work, if more work is not put into ensuring that others are
travelling on the same path.

» Legal and audit departments need to be as responsive to harmonisation trends as
programme departments

» There is a need to identify and eliminate the confusing signals that are given out
by shifting to sector or budget support and developing new projects at the same
time. A better way is to be clearer about the comparative advantage of different
funding instruments (project, sector support etc) in different circumstances, and
use them accordingly.

» Sector specialists and Heads of Aid are not always consistent about harmonised
approaches. Some agencies have sufficient latitude in their policy documents to
cover quite widely differing approaches, which generates difficulties with
personnel changes or when, for example, education specialists interact with
governance specialists. Strengthened internal communication and dialogue would
help eliminate some of this.

Background Note:

This paper was written to serve two purposes: one to contribute a background paper on
the education sector to the work of the Independent Monitoring Group in Tanzania, and
the other a background paper to the UNHDR 2005, which is looking at aid effectiveness.
This has necessitated more background information than many readers already familiar
with the education sector in Tanzania might require, and a deviation from the formal style
of previous IMG reports.

it exposes capacity gaps and the challenge then of solving them, but this can be the means of reaching new
levels of understanding and collaboration.
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1. Introduction

“The overall story of PEDP is a positive one. Changes are occurring within the
Primary Education sector across Tanzania. Considerably more children are in
school than ever before, far more resources are being put into the sector as part
of the GoT’s Poverty Reduction Strategy (PRS), the end users of the system,
pupils, teachers and parents, are pleased that new and improved facilities are
arising before their eyes, and especially so that their children are beginning to
have books, more motivated teachers and improved teaching and learning
environments. The recorded increase of 43% in enrolment in Standard One in
2002 is an extraordinary achievement, perhaps unique in the world. Currently
total enrolments in primary schools are more than 300,000 in excess of the stated
PEDP Target for 2003.” [MOEC (2003) Annual PEDP Review]

Despite these significant achievements and fine words in 2003, the European
Commission report on the sector about a year later notes, “there is a growing perception
especially in the Ministry of Education and Culture that donors and government are
becoming two separate and possibly opposing camps’®. Mostly these derive from
misunderstandings on both sides about needs and intentions, the nature of leadership,
ownership, partnership and transparency.

Whilst there is increasing academic and development professional interest in transaction
costs (TCs), and their role in increasing aid effectiveness, there is a risk that it is a case of
‘not seeing the wood for the trees’. There is a great deal of rhetoric about how TCs can
be reduced through more harmonised approaches and moves to budget support, not least
through attention given to breaking them down into more manageable components —
administrative costs, tying costs, fiscal costs. This paper contends, however that:

» TCs do not exist only as discreet units (missions, reports, audits, meetings etc)
which can be cut down upon, with consequent increase in efficiency. Rather they
are part of a spectrum, the most visible part of which may be the missions, reports
etc, but they should blend into sustainable dialogue, partnership and in the ideal
case, a genuinely owned and shared commitment to doing what is necessary in
terms of aid (as well as trade, and related issues) to eradicate poverty.

» Without attention to some of the real underlying problems between government
and donors in a particular sector, TCs (in the form of meetings, reports etc) will
be shifted from one part of an agency to another, and from one part of government
to another — which may relieve the current burden of frustration with them from
some shoulders - but it will not ultimately contribute to greater aid effectiveness.

» Part of the problem is lack of clarity on the part of the donors (collectively and
individually) about what is the overall objective of their TC inducing activities: is
it accounting for money (‘accountability to donors’)? ensuring technical advice is
followed (“‘donors as lobbyists’ / “technical advice as conditionality’)? or

® European Delegation (2004) Evaluation of EU Support to Primary Education Development Plan (PEDP)
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promoting sustainable reforms and development, ultimately through
accountability to Tanzanians? These objectives can be mutually exclusive,
particularly in a situation when donor government relations are poor.

» The need of government officers to devote energies to working with and keeping
up with the changing modalities and differing priorities of development partners,
and the different kinds of costs involved, is what is referred to in the title as ‘the
cost of poverty’, a phrase used by one of the interviewees in this research

2. An Historical Perspective

It is vitally necessary to take a long perspective on recent developments in the education
sector, because they have bear on the capacity gaps and ‘need to change mind-set’ that is
the common currency of much donor comment on short-comings in the management of
the sector.

2.1 On Education

In the early years of independence, Tanzania developed an education policy tailored
closely to the needs of a newly independent nation, with big skills shortages at the upper
end of the educational spectrum, and very high levels of illiteracy at the other. The 1967
policy of ‘Education for Self Reliance’ set out directly and explicitly to redress historic
imbalances in access to education, address manpower shortages, and to promote values of
self reliance, self respect and African socialism. Julius Nyerere, the first President of
Tanzania, said the need was that, ‘our primary and secondary schools must prepare young
people for the realities and needs of Tanzania’. This policy was made concrete in the
Musoma Declaration 1977 which provided for universal free primary education. The
expansion of enrolment to almost 100% followed by a fairly rapid decline in quality of
education, and subsequently then of enrolment, is a well-known story. By the early
1990s, parents were being asked to pay a Universal Primary Education fee, of
approximately $2 a year, to try to maintain a basic minimum quality of education. The
early 1990s were also a period of heavy donor disenchantment with Tanzania, Tanzanian
failure to meet the demands of economic structural adjustment, and a feeling that things
had to change.

What changed in the education sector was the development of a new Education and
Training Policy (ETP) in 1995, spurred not least by donor indications that they would not
be happy to work in the sector without a clear and acceptable policy framework. The
difference between ETP and Education for Self Reliance is very significant. Gone are all
the references to the needs of Tanzania as an emerging nation and the knowledge, skills
and values necessary for her people, and education as a tool for liberation. ETP is a
generic document, embracing a more liberal idea of education being to enable individuals
to fulfil their potential. With the possible exception of small references to pastoralist and
fishing communities, it would be appropriate to many nations around the world. Shortly
after ETP, came the Basic Education Master Plan (1997), followed by the idea that
support to basic education should fit within the context of a wider sector development,
and hence the Education Sector Development Programme (1998). Discussions about
education reform continued through a Sector pre-Appraisal in 1998, and full Sector
Appraisal in 1999 (involving 40 consultants working simultaneously for a week in Dar es
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Salaam’s most prestigious hotel). Much was the frustration in the late 1990s that children
that had entered their primary education when ETP was approved in 1995 were at the
point of completing it without seeing any of the fruits of government / donor discussions
on the way forward in the education sector”.

Discussions of the later 1990s, finally emerged into the Primary Education Development
Programme (PEDP), stimulated not least by Tanzania reaching HIPC completion point,
and education being identified as one of the priority sectors to benefit from debt relief, as
well as a new World Bank loan. In the first half of 2001 there was a flurry of planning
activity between all stakeholders in education at the national level. Activity involved a
sector study carried out under close guidance of the World Bank, several large-scale
national workshops, a number of international consultancies and a lot of follow-up
hurriedly convened meetings. In a matter of months the Primary Education Development
Programme (2002 — 6) was put together. It was unveiled in July 2001, but really took off
in January 2002 with the new school year, and a 1.6 m surge in enrolment in primary
school pupils. It was greeted with much enthusiasm. Detractors who raised early
questions about the quality of education were silenced by Presidential logic:
‘We can continue to debate the quality of education. Even in rich countries they
still do. But not before the kids are in school!! If you do not agree, tell us, whose
children would you want to keep out until the quality of education has improved?
Yours?”
Detractors still raising questions about the on-going level of debt payments, the lack of
public discussion about the new World Bank loan which partially supports it, and the link
between expanding numbers and real poverty eradication have not gone away. Below the
surface in many discussions with government officers, particularly at a more local level,
is a sense that there is still a great deal of value and relevance in the Education for Self-
Reliance policy, that dependence on donor support may not be sustainable in the long
term, and could be a double edged sword.

2.2 On Other Reforms

Alongside reform in the education sector, are a raft of other reforms, aiming to move
away from what are seen to obstacles to development and poverty reduction. These
include Civil Service Reform, the thrust of which is to slim down the size of the civil
service, and to enable salaries to be paid which are more in line with what people with
comparable skills could expect to be paid in the non-state sector. It is combined with
approaches to work falling under the umbrella of ‘changing mind-set’. This means a shift

* See for example, Malcolm Mercer, Kathleen White and Naomi Katunzi (2000) Joint Mid- Term
Evaluation of EC, DfID and IA Support to the Education Sectgor Development Programme Design,
Preparation and Management Process. This argued that huge amounts of time, and hundreds of thousands
of dollars had been spent on promoting sector reform with very little in the way of tangible benefit.
Interestingly, most donor staff currently in post were not in Tanzania at the time that this report was
written, and few are even aware of it.

® Opening Address By The President Of The United Republic Of Tanzania, His Excellency Benjamin
William Mkapa, At The Inaugural Tanzania Development Forum, Golden Tulip Hotel, Dar Es Salaam, 24
April 2003
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away from a “directive culture’, which developed in government service from the 1960s,
alongside an approach of “accounting for inputs’ and demonstrating that procedures had
been correctly followed, as opposed to newer workplace cultures of results based
management and taking a proactive approach to planning and implementation. Local
Government Reform is aiming to decentralise decision making, to enable decisions to be
taken closer to, and reflect more strongly the needs of, the end users of a government
service. There are also a whole raft of financial and budget reform measures, such as the
introduction of MTEF, Public Expenditure Reviews and Public Expenditure Tracking
Studies and so on which are meant to help ensure budgetary allocations are made in line
with stated policy priorities, that the spending is made in line with allocations, and that
the money does actually reach the service delivery unit. Numerous sector reforms are
combined with a consistent demand for ‘high level dialogue” with the ministries
concerned

2..3 Conclusion

The point of this diversion into recent history, is that the substantial problems which
delayed education reform in the 1990s, were not actually solved by the flurry of activity
prior to the unveiling of PEDP, they were merely shelved. Key problems remain, not
least of which is a history and mindset for many Tanzanians of being told what to do by
outsiders or those more powerful. Education for Self Reliance was an attempt to break
with this; it is by no means clear that all these supposedly ‘nationally owned’ reforms are.
Again, it is hard to sustain a high level dialogue without an underpinning philosophy to
bring to the discussion; what remains is a process of second guessing what the other
participants in the dialogue want you to say®.

Again, as the education sector is gradually drawn into the other reform processes, gaps in
understanding about needs and priorities for the sector become apparent, so do tensions
around linkages with the other reform processes. Different people stand to be winners
and losers in this process, helping to ensure that whilst dialogue with potential winners
may be relatively smooth, progress in implementation is less likely to be so.

3. Current state of primary education sub-sector

The focus of this paper is on the primary education sub-sector, since that has been the
priority issue under the PRS, and is the primary locus of changing dynamics about aid
modalities and aid effectiveness. A Secondary Education Development Programme
(SEDP) will shortly come on stream, but is still at the final planning stage. Changes are
taking place very fast at the present time, with the EU having made a decision within the
past few weeks to shift from a pooled fund to sector budget support, and changes to the
Memorandum of Understanding between government and donors to the pooled fund are
being discussed at the time of writing. Heads of the various development partner
agencies have already met once with the Minister of Education and Culture to express

8 ¢f : the attitude of ‘Tell us what you want and we will do it to get the money’ — a symptom of the problem
caused by micro-management in the sector, according to Donald Hamilton, World Bank Education
Adviser, Tanzania.
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frustrations and more meetings are planned over coming weeks; it remains to be seen
whether this level of dialogue makes substantial changes in sector development. Despite
these shifting grounds, PEPD provides key examples of what is happening over the
medium term in the education sector and provides good ground for understanding TCs.

The plans for PEDP were ambitious, and its early successes were cited at the beginning
of this paper. A sector briefing out deriving from Tanzania’s Participatory Poverty
Assessment, showed clearly that much of what government was doing was seen as
positive and constructive by research participants, but they also noted a desperate need
for the following':

» Better skills teaching: of literacy and numeracy, but also the need to acquire skills
like critical and analytical thinking, rather than the absorption of information

» Knowledge and Information related to daily life: More than 80% of those
completing primary school do not proceed, and these should have a syllabus that
is appropriate to them, to enable them to reduce poverty.

» Values which would assist with daily life: hope and optimism, as opposed to the
sense of hopelessness which afflicts the most vulnerable; closing the cultural gap
between home and school; cooperation; participation, equal opportunities and
rights for groups such as children with disabilities

One of the recommendations of the report was to promote a broad national debate about
the role of education in poverty reduction and national development — something which
had been squeezed out of donor government “dialogue’ of the previous decade, with its
increasing focus on the narrow and technical, and the speed of the planning, out of which
PEDP finally emerged.

This year’s annual review® tries to remain enthusiastic about achievements at school and
community level, but notes that increases in enrolments have not kept to targets.
Repetition rates are high — up to 10% in some classes. Classroom construction while
dramatic, reached only 72.7% of the target, with a more than 19,500 classrooms awaiting
completion. Teachers’ housing is a particular problem, as is shortage of desks and pit-
latrines. Teacher recruitment is below target. The focus of this year’s report is on quality
of education, and much is written about capacity building, teacher training, developing a
reading culture in schools, how to address cross cutting issues and concerns such as
special needs education®. Despite the intended focus on quality, the overwhelming
attention of the report is to institutional arrangements between ministries and financial
arrangements — issues which continue to stand in the way of educational quality, PEDP
really achieving its vision, and the needs of some of poorest Tanzanians being met.

In the words of the 2004 review:
“There is a contrast between positive developments at school and community level
and perceived levels of dysfunction at the centre. Senior officials and directors

" TzPPA (2002/3) ‘Education and Vulnerability to Poverty in Tanzania’ Policy Briefing Paper, Working
Draft, October 2003.
8 URT, Ministry of Education and Culture (2004) “Joint Review of the Primary Education Development
Programme (PEDP)’.
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expressed disquiet over the lack of coherence in strategic planning, management
and accountability, especially within MOEC. Criticism by ministries of other
ministries involved in PEDP, and critical concerns expressed by funding partners of
GoT’s performance, and vice versa, left the Review Team questioning what added
value the superstructure is providing in the task of enhancing the experience of
schooling for primary school pupils in Tanzania. PEDP is not simply about books
and buildings, but about a process of community participation and the way people
think, feel and value education. It is also about how education is prioritised in their
lives. To an informed obse