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The findings in brief

• In Tanzania, General Budget Support is provided by 14 donors and together with 
HIPC relief contributes 20% of public expenditure. Despite this, however, GBS is 
not yet a dominant aid modality.

• The immediate effects of the GBS programme have been strongly positive, but its 
role has been to facilitate a nationally-driven reform process; domestic revenues 
have grown even faster than aid.

• GBS has been associated with a large growth in government discretionary spending 
and a major expansion in health and education services. However:

 i.  There are few signs of improved efficiency of public spending or of long-term 
obstacles to service quality being addressed.

ii. The ‘challenge function’ in the budg-
et process remains weak, mainly for 
political but also for more technical 
reasons.

iii. The expected improvements in 
intra-government incentives and 
democratic accountability are not 
yet apparent.

• The scope for change in these re-
spects has been limited by the fact 
that 80% of development spending 
is still funded by donor projects.

• Outcomes have improved remarkably 
in respect of macroeconomic stabil-
ity, investment and growth, while the 
negative macroeconomic effects of 
increased aid flows appear manage-
able.

• Outcome improvements are otherwise 
rather mixed, with large questions 
about service quality, and significant 
legal changes that are too recent to 
have yielded results.

• Poverty impacts are uncertain for the 
last half decade, the most relevant 
period, because there has been no 
household survey since 2001.

• The unevenness of growth and serv-
ice-delivery improvements give rea-
sons for caution about future poverty 
trends.

• In summary, GBS in Tanzania has not 
had all the positive effects expected 
of it, some of which are necessarily 
long-term. But the gains that have 
been made are important and would 
not have been so effectively facilitated 
by any other aid modality.

I. Setting the scene

Direct financial support to a country’s 
budget is a long-established form of 
aid – as old as development assist-
ance itself. But the last five years have 
witnessed an important development 
– the rapid growth of budget-support 
operations informed by a new and 
distinctive aid philosophy emphasising 
flexible funding for country-led poverty-
reduction efforts.

How important is ‘new’ budget 
support, or GBS? Category problems 
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Positive changes in the financing and institutional 
framework for public spending and public policy: 
• More favourable budget financing structure (predictable, 

fungible resources) 
• Partner government empowered 
• Increased efficiency in public spending (stronger budget 

process, lower transaction costs, capture of project funds) 
• Intra-government incentives & capacities strengthened 
• Democratic accountability enhanced

Government capacity to reduce poverty enhanced: 
Stable macro environment for private investment and 
growth 
Government services effectively delivered and pro-poor 
Regulation of private initiative works to ensure business 
confidence, equity, efficiency & sustainability  
Effective regulation and justice in place 
Appropriate public actions to address market failures 
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Changed relationship between external assistance 
and the national budget/ national policy process:

% of externally-funded activities and resources subject to 
national budget process increased 
Policy dialogue focused on key public policy & 
expenditure issues 
TA/ capacity building focused on mainstream 
government activities 
External assistance more aligned 
Donor activities more harmonised 
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Figure 1: Simplified logical framework


