
	Table 1: Economic, Political and Social Comparison between

Tanzania and Zambia

	
	Tanzania
	Zambia

	Population
	36 million
	10 million

	Urban Population as a Share of Total Population
	34%
	40%

	Life Expectancy
	43
	37

	Fertility Rate
	5%
	5%

	Infant Mortality Rate
	10%
	10%

	Adult HIV Infection Rate
	9%
	16%

	Adult Literacy Rate
	78%
	80%

	Net Primary Enrollment
	68%
	69%

	Primary Completion Rate
	58%
	58%

	Per Capita GDP (Nominal)
	300
	380

	Per Capita GDP (PPP)
	580
	840

	Agriculture as a Percent of GDP
	44%
	22%

	UNDP Human Development Rank (out of 174)
	162
	164

	Polity Score*
	2
	1

	Freedom House Rating
	Partly Free
	Partly Free

	Democratic Transition
	1995
	1991

	Corruption (Transparency International)*
	2.8
	2.6

	ICRG Composite Investment Risk**
	58
	48

	Index of Economic Freedom (Heritage Foundation)
	Mostly Not Free
	Mostly Not Free

	Aid/GDP
	13%
	18%

	Aid Per Capita
	47
	54



*Scale -10-10 (worst to best)


** Scale 0-100 (highest risk to lowest risk)

Sources: World Bank “World Development Indicators”, Polity IV Database, UNDP “Human Development Report”.

	Table 2: Services Local Governments in Zambia Financed in 2005

	 

	Agriculture Extension

	Bush and Grass Cutting

	Bridges and Roads Maintenance

	Celebrations

	Cleaning Expenditures

	Community Development

	Contract Costs

	Death

	Education

	Electrical Services

	Environmental Expenses

	Fire

	General Supplies

	Grants and Donations

	Health

	Land Improvements

	Land Surveys

	Maintenance of Public Spaces

	Maintenance of Canals and Ferries

	Police

	Refuse and Sewage

	Sports

	Street Lights

	Support to HIV/AIDS

	Water Provision

	Water Treatment


	Table 3: Definitions of Budget Terms



	Total Expenditure = Own Source Expenditure + Central Government Expenditure +  

                                Aid Expenditure



	Own Source Expenditure = Government Consumption (Recurrent Expenditure) + 

                                             Public Services + Net Surplus



	Government Consumption (Recurrent Expenditure) = Salaries and Employee Benefits +   

                                                                                       Administrative Costs



	Total Revenue = Local Revenue + Government Transfers + Aid


	Table 4: Correlations among Sources of Revenue

(Per Capita)



	Tanzania

	
	Taxes
	Transfers
	Aid

	Taxes
	1.00
	
	

	Transfers
	0.31
	1.00
	

	Aid
	0.10
	0.01
	1.00

	
	
	
	

	Zambia

	
	Taxes
	Transfers
	Aid

	Taxes
	1.00
	
	

	Transfers
	0.00
	1.00
	

	Aid
	-0.19
	0.06
	1.00


	Table 5: Expected Signs on Explanatory Variables for Tanzania and Zambia  



	
	
	Dependent Variable

	
	
	Locally-Funded 

Government Consumption 

(Tanzania)
	Locally-Funded 

Public Services 

(Zambia)

	Explanatory

Variable
	Local Revenue
	-
	+

	
	External Revenue (Central Government and Donors)
	+
	-


	Table 6: Dependent Variables and Central Explanatory Variables



	   
	Tanzania
	Zambia

	Dependent Variable
	1. Government Consumption 

(i.e., employee benefits plus administrative costs)
	Public Services

	
	2. Administrative Costs

(i.e., government consumption minus employee benefits)
	

	
	
	

	Explanatory Variable: Own Source Revenue
	Local Revenue
	Local Revenue

	
	
	

	Explanatory Variable: Aid
	1. Direct Donor Transfers
	Zambia Social Investment Fund

	
	2. Total Donor Transfers (i.e., aid disbursed by independent government agencies + direct donor aid)
	

	
	
	

	Explanatory Variable: Transfers
	Total government transfers
	Total government transfers 


	Table 7: Summary Statistics

	
	
	

	Tanzania

	
	Mean
	Standard Deviation

	Consumption Share
	76%
	31%

	Taxes Per Capita*
	1,530
	1,909

	Transfers Per Capita*
	15,317
	5,151

	Direct Donor Transfers Per Capita*
	4,397
	5,587

	Total Donor Transfers Per Capita*
	8,675
	6,848

	
	
	

	Zambia

	
	Mean
	Standard Deviation

	Service Share
	51%
	16%

	Taxes Per Capita**
	13,694
	14,326

	Transfers Per Capita**
	2,236
	4,716

	ZAMSIF Per Capita**
	3,335
	1,438

	*Tanzanian Shillings (exchange rate: $1US = 1000 Shillings)

	**Zambian Kwacha (exchange rate: $1US = 5000 Kwacha)


	Table 8: Determinants of Central Transfers in Tanzania 2001-2005



	Log of Per Capita Lagged Transfers
	0.61
	0.62

	
	(5.96)***
	(5.89)***

	Log of Per Capita Revenue
	-0.01
	

	
	(0.16)
	

	Log of Per Capita Lagged Revenue
	
	-0.01

	
	
	(0.47)

	Percent of Population in Poverty
	0.00
	0.01

	
	(0.30)
	(0.86)

	Log Population
	-0.16
	-0.16

	
	(4.52)***
	(4.61)***

	Observations
	412
	412

	R-squared
	0.99
	0.99

	Fixed Effects
	Yes
	Yes


Robust t statistics in parentheses









* significant at 10%; ** significant at 5%; *** significant at 1%

	Table 9: Results for Tanzania



	
	Revenue Source Per Capita


	Revenue Source Shares

	
	Government Consumption
	Administrative Costs
	Government Consumption
	Administrative Costs

	Local Taxes 
	-2.585
	-2.101
	-0.296
	-0.240

	
	(4.26)***
	(3.93)***
	(2.27)**
	(2.22)**

	Total Government Transfers 
	2.513
	2.090
	
	

	
	(3.20)***
	(3.21)***
	
	

	Donor Transfers 
	0.293
	0.210
	-0.001
	-0.005

	
	(1.91)*
	(1.70)*
	(0.06)
	(0.29)

	Voter Turnout
	0.091
	0.074
	0.053
	0.042

	
	(1.92)*
	(1.78)*
	(0.97)
	(0.91)

	Agriculture/Total Employment
	0.034
	0.030
	0.027
	0.024

	
	(0.59)
	(0.62)
	(0.45)
	(0.46)

	Business Owner/Total Employment
	0.011
	0.010
	0.015
	0.013

	
	(0.21)
	(0.22)
	(0.28)
	(0.28)

	Constant
	-9.155
	-7.669
	0.679
	0.564

	
	(1.28)
	(1.28)
	(0.12)
	(0.12)

	Observations
	48
	48
	48
	48

	R-squared
	0.57
	0.55
	0.19
	0.18


Robust t statistics in parentheses









* significant at 10%; ** significant at 5%; *** significant at 1%

Graph 1: Effect of Taxation on Predicted Consumption as a Share of Expenditure in Tanzania
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	Table 10: Results for Zambia



	
	Public Service Expenditures as a Share of

	
	Total District Expenditure



	
	Revenue Source Per Capita
	Revenue Source Shares

	Local Taxes
	0.485
	0.529
	0.522
	0.529
	0.555

	
	(2.65)**
	(2.76)***
	(2.90)***
	(3.68)***
	(4.17)***

	Total Government Transfers 
	-1.897
	-1.178
	-1.606
	
	

	
	(2.00)*
	(1.00)
	(1.69)*
	
	

	ZAMSIF Transfers 
	-2.029
	-1.994
	-1.887
	0.144
	0.181

	
	(1.43)
	(1.46)
	(1.39)
	(0.72)
	(1.04)

	Poverty Rate
	0.450
	-0.546
	-0.436
	0.388
	0.302

	
	(1.29)
	(1.49)
	(1.30)
	(1.41)
	(1.16)

	Ethic Fragmentation
	-0.032
	-0.022
	-0.034
	-0.062
	-0.072

	
	(0.32)
	(0.23)
	(0.34)
	(0.72)
	(0.78)

	MMD Seat Share
	
	0.332
	
	-0.286
	

	
	
	(1.44)
	
	(1.37)
	

	UPND Seat Share
	
	
	0.207
	
	0.198

	
	
	
	(1.53)
	
	(1.43)

	Constant
	0.204
	0.222
	0.160
	-0.053
	-0.14

	 
	(0.76)
	(0.81)
	(0.63)
	(0.17)
	(0.53)

	Observations
	45
	45
	45
	46
	46

	R-squared
	0.15
	0.21
	0.21
	0.27
	0.27


Robust t statistics in parentheses









* significant at 10%; ** significant at 5%; *** significant at 1%

Graph 2: Effect of Taxation on Predicted Services as a Share of Expenditure in Zambia
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	Table 9: Determinants of Central Government Transfers in Tanzania 2001-2005



	
	
	

	Log of Per Capita Lagged Central Government Transfers
	0.61
	0.62

	
	(5.96)***
	(5.89)***

	Log of Per Capita Tax Revenue
	-0.01
	

	
	(0.16)
	

	Log of Per Capita Lagged Tax Revenue
	
	-0.01

	
	
	(0.47)

	Percent of Population in Poverty
	0.00
	0.01

	
	(0.30)
	(0.86)

	Log Population
	-0.16
	-0.16

	
	(4.52)***
	(4.61)***

	Observations
	412
	412

	R-squared
	0.99
	0.99

	Fixed Effects
	Yes
	Yes


Z statistics in parentheses




* significant at 10%; ** significant at 5%; *** significant at 1%




Method: Panel-corrected standard errors corrected for panel-specific auto-correlation and heteroskedasticity.

	Table B: Total District Budget Effects for Tanzania and Zambia



	
	Tanzania

District Government Consumption/

Total District Expenditure


	Zambia

District Public Services/Total District Expenditure

	
	
	

	District Taxes Per Capita
	-0.754
	0.021

	
	(3.30)***
	(2.31)**

	Central Government Transfers Per Capita
	0.154
	-0.002

	
	(2.71)***
	(0.21)

	Total District Budget Per Capita
	0.007
	-0.018

	
	(0.25)
	(2.07)**

	Log Population
	1.258
	-0.072

	
	(2.97)***
	(2.21)**

	Constant
	-15.992
	1.400

	
	(2.80)***
	(3.75)***

	Observations
	50
	46

	R-squared
	0.24
	0.17


	Table D: Determinants of Central Government Transfers to District Governments in Tanzania (of those Reporting Donor Funds)



	
	Employee Benefits
	Administrative Costs
	Development
	Direct Donor

	Log Population
	0.607
	0.659
	0.956
	0.536

	
	(14.04)***
	(12.73)***
	(41.23)***
	(2.06)**

	Literacy Rate
	0.012
	-0.003
	-0.001
	-0.014

	
	(4.19)***
	(1.44)
	(0.35)
	(1.37)

	Log Road (KM)
	0.128
	-0.048
	0.119
	0.207

	
	(2.69)***
	(0.88)
	(3.75)***
	(0.65)

	Constant
	5.555
	5.947
	-1.994
	6.209

	
	(8.99)***
	(7.58)***
	(4.50)***
	(1.99)*

	Observations
	56
	56
	56
	53

	R-squared
	0.88
	0.82
	0.97
	0.13


Robust t statistics in parentheses








* significant at 10%; ** significant at 5%; *** significant at 1%
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