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Charcoal being trans-
ported by bike to urban

Decentralised Forest Revenue markets, Tanzania
Collection: Evidence from Tanzania

Enhanced forest revenue collection constitutes
an important policy objective of many develop-
ing countries’ governments. Forest revenue
can be an important source of public finances
for both national and local governments and
enhanced revenue collection increases the
resource price, which induces conservation
through substitution and more efficient use of
the resource. In spite of this, forest revenue col-
lection is ridden with inefficiencies and corrup-
tion leading to low levels of registered revenue
collection (Treue 2001, Chaposa 2002).

This Development Brief provides evidence which
indicates that decentralising forest revenue col-
lection to lower tiers of local government may

be a viable route to fulfil the promises of forest
resources revenue. The brief reports on a study
of forest revenue collection decentralised to
the lowest local government level in Tanzania,
the village, as part of a forest decentralisation
reform, and presents quantitative evidence of
forest revenue collection and expenditure from
14 Tanzanian villages.

The Tanzanian case study

The field study was conducted in Iringa District
in the Southern Highlands of Tanzania. During
the period 1999 — 2003 decentralised forest
management was implemented by the Iringa
District Lands, Natural Resources and Environ-
ment Office supported by a USD 5.0 million
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Policy Conclusions

B Decentralisation of rights to collect and'retain forest products revenue to thevillage level
may enhance revenue collection and assure financing of public services at the local level

B The rights to collect revenue should be vested with downward accountable bodies at the
local level, and mechanisms to assure transparency must be in place

B The study’s conclusions mainly apply to revenue collection from relatively low-value forest
resources, where considerations of distribution between decentral jurisdictions are of less

importance

Danida project. In 14 villages, democratically elected forest
committees have been established that refer directly to the
democratically elected village government. The forest com-
mittees have been granted executive jurisdiction to imple-
ment the objectives of the management plan, i.e. plan and
perform forest management operations such as patrols, fire
control, and tree planting, arrest offenders, and collect vari-
ous fees for forest uses. With regard to financial provisions,
the villages may collect and retain taxes raised from extrac-
tion of forest products, the rates of which they can decide
amongst themselves.

The study site is situated in an area of Tanzania, which re-
ceives 500-800 mm of rain per year, implying that the forest
areas are dry and slow-growing miombo woodlands. The
woodlands supply a multitude of products, but the main
wood extraction is due to charcoal production, firewood col-

lection and production of pit sawn timber for urban markets.

Increased revenue collection

The District Council is responsible for collection of forest re-
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revenue collected by the district from 1993 to 2005 and the
14 villages from 2002 to 2005.

Figure 1 shows that the amounts collected by the 14 villages
exceed the revenue collected in the rest of Iringa District,
even though studies show that the forest products extracted
from these 14 villages only comprise a minor share of the
total extraction eligible to revenue payments in the district
(Mallango 2001, Koppers 2002). This illustrates that a higher
share of potential revenue is collected under the decentra-
lised system.

Analysis of the data underlying Figure 1 reveals that charcoal,
in this particular study area, is by far the most important con-
tributor of revenue followed by dry firewood. Other sources
are, however, also important, such as wood for curing of to-
bacco, wood for fish curing in villages with access to fishing
waters, livestock grazing, forest land that may be converted
into agriculture, regional tourism attractions, or endowments
of trees of timber quality. This indicates that forest revenue
may contribute to the public finances of villages with varying
natural resources endowments and socio-economic charac-
teristics.

Hence, decentralised revenue collection may benefit a large
number of villages in Tanzania — and not only those with ac-
cess to extensive forest resources within market distance of
larger towns.

The public finance potential

Is the forest revenue used to finance local development or
merely to finance the running costs and allowances of forest
managers? Figure 2 illustrates that the lion’s share of the ex-
penditures finances »administration«, e.g. meetings, report
writing, seminars, and allowances, and »operational manage-
ment, e.g. forest patrols, escorting traders to the forest,
demarcation of forest boundaries, guarding of confiscated
products.

Figure 2 also shows, however, that 18 % (ranging from 2

to 40 % in individual villages) of total expenditures is used
to finance village development, including transport of food
aid, salary for school guards, village tractor maintenance and
running costs, road maintenance, expenditures for meetings
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where forest producers and forest patrol guards solve prob-
lems, primary and secondary school contributions, the con-
struction of bridges, primary and secondary school buildings,
dispensaries, and teachers’ houses as well as the construc-
tion and maintenance of a water pipe between two villages.
The level of such public services financed by forest revenue is
fairly high when considering that an additional 16 % of the
funds have been deposited in bank accounts. According to
the management plan, funds thus deposited are destined to
finance public services in the future.

The total registered taxation revenue collection from July
2002 to February 2006 is TSh 39.0 million of which TSh 22.1
million is accounted for in expenditure vouchers and TSh 4.3
million is deposited in bank accounts. Thus, the committees
have managed to document and keep track of a fair share
(67.7 %) of their transactions, in spite of initial problems with
embezzlement and corruption. The majority of embezzle-
ment cases have been resolved with the dismissal of commit-
tee members, indicating that the village level transactions are
transparent to the local community, and that the local demo-
cratic channels are used to hold local leaders to account. An
important mechanism in this regard is the requirement that
forest committees read aloud at quarterly village meetings
their incomes and expenditures. This enables the villagers

to compare the number of trucks carrying forest products
passing by on the road with the amounts collected by the
committee.
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The results from this study show that decentralisation of
rights to collect and retain forest revenues to the village level
may bring about considerable improvements in the effective-
ness of revenue collection and improvements in village public
finances. In addition, the fact that the results stem from vil-
lages with quite different geographical locations, resource
endowments and local economic activities indicates a poten-
tial to achieve similar results in many different areas.

Figure 2:
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A town-based
charcoal vendor
in Tanzania.
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Three issues seem crucial for the system’s functionality. The
first is the right to retain the collected taxation revenue. In
many other decentralisation processes, the rights to claim
taxes fail to provide real incentives to local collection, be-
cause the collected revenue must be sent up the system and
often nothing comes back. Second, the rights have been
devolved to the lowest possible level ensuring that individual
contributors of revenue potentially can discern product and
money flows. Third, the rights have been devolved to demo-
cratically elected bodies and there has been a strong empha-
sis on transparency in the implementation, which

ensured downward accountability.
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accounts, comprising 67.6 % of the total amount of re-
venue collected.
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