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CURRENCY EQUIVALENTS

Currency

From October 1975 to January 1979, the Tanzanian shilling was tied to the
value of the Special Drawing Rights (SDRs) of the IMF (SDR 1.00 = TSh
9.66), and subsequently has been floating in relation to a basket of
currencies. As a result, the US dollar/Tanzanian shilling exchange rate is
subject to change. The annual average exchange rates for the last five
years, and the spot rate at the end of June 1984, are as follows:

TSh per US$1.00

1979 8.217
1980 8.197
1981 8.284
1982 9.283
1983 11.143
End June 1984 17.171

This report is based on findings of an economic mission which
visited Tanzania in October 1983. The mission members were: Chandra Hardy
(mission leader), Sudhir Chitale (economist), Caroline Doggart
(consultant), and Tribhuwan Narain (research assistant). The report was
reviewed with the Government in June 1984 and some partial updating was
completed at that time.
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In this table are at the averaW exdwW rate prevaillg durig the period cowred.
c/ Treed growth zates calculated by least squar esititon (incltidirg am aIditonal year at begimdxt and end

of period.
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Introduction

The last Country Economic Memorandum (CEM) on Tanzania was dated
January 1981. Since that time the economic crisis has worsened. Per
capita GDP has declined by more than 10%, shortages have multiplied and the
liquidity position has become more strained. Oil now takes up 65Z of the
country's reduced export earnings. The volume of recurrent imports is half
of what it was in 1975, and clearly insufficient for the normal functioning
of the economy. Until this constraint is removed, the process of economic
decline will continue.

The past three years have also been difficult in terms of the
policy dialogue. The external environment facing the country has been
harsh. There is, however, increasing recognition within Tanzania that
'while external factors have played an important role in the recent
deterioration of the economy, the solution has to be found internally.
Producer incentives have been raised and reforms introduced in agricultural
marketing. The process of decision making is slow and incomplete, but the
atmosphere of major policy adjustments has improved substantially.

This report is divided into two parts. Part I focusses on trends
over the past five years (1978-1983). For an analysis of earlier
developments in the economy, see World Bank, Basic Economic Report (1977);
Country Economic Memorandum (1981); and ILO Basic Needs Study (1981).
Chapter 1 puts recent developments in the economy in a longer term and
broader perspective. The country's economic performance has been
disappointing, particularly since the mid-1970s. However, important gains
have been made in institution building and in meeting basic needs, and many
of Tanzania's problems are shared with other Sub-Saharan African
countries. Chapter 2 highlights the process of decapitalization which is
taking place in the major sectors, a consequence of the lack of foreign
exchange for mainteuiance and repairs and deficiencies in the policy
environment. Sectoral performance and issues are further elaborated in the
following reports: World Bank, Agricultural Sector Report (1983);
Transport Sector Memorandum (forthcoming); Energy Assessment Study
(forthcoming); UNESCO, Vocational Education and Agricultural Training
(forthcoming). Chapter 3 discusses the steady deterioration in the fiscal
and balance of payments accounts despite efforts to cut expenditures and
import volumes.

Part II outlines a medium-term recovery program. Chapter 4
describes the macro-economic framework, recent policy actions and the
measures needed to implement the program. Chapter 5 discusses sectoral
,issues and policy actions. Chapter 6 contains projections of the balance
of payments over the mediur-term and estimates of the additional capital
requirements needed to support the program.

_-
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Summary and Conclusions

A. Recent Economic Trends

1. The last CEM on Tanzania was dated January 1981. Since that time
the economic crisis has worsened. Per capita GDP fell by more than 10%
over 1980-82. A further fall of 1.7Z is expected to be the 1983 outcome.
The decline in output was concentrated in the productive sectors. Over
1978-82 output in agriculture fell by 2.9% and in manufacturing by 16.6%.
On the other hand output in services continued to grow at 5.8% (although
this was more a measure of remuneration than output). Trends in National
Accounts together with other data on falling exports and crop procurement
indicate a continued trend of the shift of output away from the monetary to
the informal economy.

2. Despite the generally declining output, Investment rates in
Tanzania continue to be high, at 20% of GDP, almost half of which continues
to be financed through foreign funds. However, transport and manufacturing
account for more than 60% of the investment, while agriculture until
recently accounts for only about 5% of total investment.

3. Since 1979. inflation has accelerated to 28% p.a., from about 11%
observed during most of the 1970s. Minimum wage earners in Dar es Salaam
have been hardest hit, because prices in the capital city have risen faster
than elsewhere. The Government has followed a policy of restraint on urban
wages. The minimum wage was frozen over 1975-79, although it was raised to
compensate for rises in the consumer price index, in 1980-81. The real
cash incomes of smallholder farmers also have suffered, largely because of
falling real producer prices. However, the erosion in total income of
smallholders has been moderated by their access to parallel markets. The
analysis presented in paragraph 1.28 shows that over 1975-80, the
Government 's wage/price policy resulted in a deterioration of real urban
wages both in absolute terms and relative to the income of farmers.

4. The decline in output has been accompanied by a steady
deterioration of the capital stock in agriculture, industry, energy and
transport. Agriculture continues to dominate the economy accounting for
50% of GDP and 80% of export earnings. Overall per capita agricultural
production appears to have kept pace with the population growth up to 1978,
but has since fallen off. The marketed output of maize in the past four
years is higher than the level of the early 1970s; however, the quantities
of wheat and rice procured have fallen sharply. The production of cash
crops for export declined in the 1970s. Partly this could be explained by
a shift of relative producer prices in the favor of food crops since the
drought in 1974/75. Export crop production 4lso faces major long-term
problems of deterioration of productive capacity which will need both time
and substantial resources to rehabilitate. Industry has been a major
casualty of the current economic crisis. Value added in manufacturing grew
by 6% p.a. between 1973 and 1978; however, during 1978-82 value added
decreased by 16.k3 p.a. On the other hand, investment in industry, greatly
assisted by donor financing, has remained high. It was 35% higher in
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1980-82 than in the preceding three years. The fall in industrial output,
therefore, can be attributed largely to n lack of foretgin exchange for
inputs: capacity utilization is now only between 20 and 40%.

5. The cauises of deterioration in the economy have been both
internal and external. During, the past decade Tanzania was hit by two oil
shocks, the war with Vgaindan droughts, and the break-tip of the East African
Community. Over 1978-82, tihe loss of income purely on accouint of terms of
trade movements amounted to 12% of CDP. The analysis in paragrapil 1.45
reveals that Tanzania fisnanced per capita consumption after the first oil
shock through increased inflows of externnl capital. The adjustment to the
second oil shiock, however, brought a cuttbnck in both consumption and total
investment. Through the period of severe externil shocks, export voluimes
stagnated, in part becautise Tanzania neglected th.e agriculture sector.
Industrial investment was given priority over Investment in agricuilture.
An emphasis on food crops resulted in a relative decline in producer prices
for export crops. Further, resources were channeled to large scale units
in the public sector and not to raising the produictivity of smaliholder
agriculture.

6. The successive external shocks and the decline In economic
activity over the past decade resulted in a severe squeeze on domestic and
external resources available to sustain output and productive capacity.
The inherent weakness in Tanzania's balance of payments was not revealed
during the first oil shlack. The sharp rise in the oil prices in 1974/75
was financed through a combination of additional bilaiteral aid, the oil
facility of IMF, and a drawdown of reserves. Tlic situation was also helped
by high coffee prices in 1976-77. Tanzania was able to build up a
comfortable cushion of foreign exchange reserves by the end of 1978. The
situation deteriorated sharply after 1979 as oil prices added US$150
million to the oil bill, tliree times the amount in 1974/75. This was to be
followed by the war with Ultanda andi a drought In 19MR/811 which necessitated
large imports of food grains.

7. Primary commodities accotunt for 75% of T.anzanil's exports. The
decline in export carn1n;gs since 1977 is explaine.d by a rombirnihatin of a
sharp fall in commodity prices, and the fact thiat Vomel. ; staginnted and in
some cases felt. In the latter part of the 1970 s, the Govern:nent did not
give high priority to exports, allowing incentives to export crop
production to deteriorate. To some extent this was a result of food
security considerations following the drought in 1974/75, and to some
extent a false sense of security because the fall in export volumes in the
mid-seventies was offset by a threefold increase In tiir prict (if coffee.
Since 1980/81 the Government's attempts to remedy this situation have
centered on abolishing export taxes and increasing produicer prices. The
Government is also providing incentives to exporters by allowing them to
retain up to 10Z of export earnings to be used to purchase imported inputs.

8. The basic adjustment to the high current account deficits
following the second oil shock was through a cutback in imports. By 1982,
import volumes were 32Z below the level in 1978 and 24Z below the level
prevailing in the early 1970s. Aid Inflows have been maintained, but they
have been increasingly tied to specific projects. Currently, food, oil and
debt service account for almost all of export earnings resulting In a
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severe shortage of foreign exchange for many categories of imports for
which aid resources are not available. As a result, Tanzania has built up
almost US$400 million of import arrears, and has drawn down all of Its
reserves.

9. During 1970-78, Tanzania's real effective exchange rate was
relatively stable via a Vis Its major trading partners. However, since
1979 higher Inflation in Tanzania has caused the real effective exchange
rate to appreciate from 70 to 80X. Attempts to Improve Incentives to
exporters through removal of taxes and increasing producer prices while the
real exchange rate appreciated have led to a high overall fiscal deficit.
Further, the appreciation has also led to a paralll market where the
shilllng Is traded at substantially above the nominal rate. In view of
these problems, an adjustment of the exchange rate Is needed.

10. Up to 1978, Tanzania's fiscal posture was fairly conservative.
The recurrent budget showed a small surplus and development expenditures
grew in line with the availability of foreign financing. The fiscal
situation deteriorated sharply in 1979, mainly aN a result of the war with
Uganda, and has since remained critical with deficits of around 16! of
GDP. The trends In the budget are partly a reflection of the underlying
weakness In the economy but they also reflect a preference on the part of
Government to use it as a major policy instrument. For Instance, in order
to increase incentives to producers of export crops, Government abolished
taxes on exports. To maintain revenues, (at the relatively high level of
2OX of GDP) the Government resorted to Increased sales tax rates on
commodities such as beer. tobacco, soft drinks and sugar. Income taxes
were kep: high through the use of 'presumptive- Incomes as a base for
determining the tax due. On the other hand, the Government Increased
budgetary transfers to export crop parastatals Instead of adjusting the
exchange rate. Recurrent expenditures were moderated largely by
restricting wage increases. As a result, since 1975 the earnings of public
sector employees have declined at 122 p.a. In real terms. The total
recurrent expenditures have continued to rlse, however, with accelerating
inflation. Consequently, the Government's efforts to restrain total
expenditure have fallen heavily on the development budget. between 1979
and 1982, development expenditures fell at 162 p.a. In real terms.

B. Program of Recovery

1I. Domestic policy response to the deterioration In economic
activity has been slow. After a number of starts and stops, a program of
adjustment was adopted In March 1982. The Structural Adjustment Progra.
1983-85 (SAP), which was approved by the Parliament In 1982, drawn on a
more detailed report of the World Bank financed Tanzania Advisory Croup
(TAG). Under the SAP the Government has taken a number of pollcy reform
measures (paragraph 4.5) designed to Improve economic efficiency and relax
Government controls over the day to day mana;ement of the economy. The
Government has clearly succeeded in Increasing the resources available to
agriculture, increasing producer incentives and cutting back on development
expenditures. On the other hand, the adjustment of the exchange rate (32Z
since 1980) has been inadequate. Tanzanla has not had access to IMF
resources since 1980, and the resulting constraints on Import capacity have



limited the effectiveness of some of the reforms such as.the liberalization
of internal trade. For others, such as the introduction-of multiple
channel marketing, it is still too early to judge the full impact of new
arrangements.

12. A great deal of work remains to be done in further defining the
policies in the SAP and making them operationally effective. Proposals for
further action together with specific implementatin steps are presented in
paragraphs 4.18 to 4.28, and a discussion of sectoral programs is presented
in Chapter 5. These comprise the following:

- Further restrict development expenditure in an effort to
control the overall fiscal deficit.

- Emphasize rehabilitation and maintenance in the allocation of
resources.

- Improve parastatal finances through devaluation and
improvement in efficiency.

- Further relax controls on trade and distribution.

- Further increase producer incentives through higher producer
prices.

- Improve budget planning and cost control mechanisms.

- Prepare a proposal for aid coordination.

- Prepare a package for debt relief.

13. There are three major obstacles to recovery in Tanzania: (i) the
country's rigid production structure and the low overall supply elasticity
in agriculture; (ii) a cumbersome policymaking apparatus and shortage of
technical and managerial resources to carry out comprehensive policy
reforms; and (iii) the magnitude of the additional foreign inflows needed
to break the production impasse. In view of these constraints, economic
recovery in the medium-term is likely to be modest and the country can only
expect to regain the 1970 per capita consumption level by the end of the
decade. However, in the absence of comprehensive policy reforms and
additional inflows of foreign exchange, the economy will continue its
backward slide. While the growth of subsistence agriculture could be
expected to keep pace with population growth, export volumes, overall GDP
and per capita consumption will fall further.

14. Chapter 6 presents a medium-term scenario for the economy based
on successful implementation of the recovery program. The projections
ass 'me that Tanzania will be able to meet minimum import requirements in
agriculture, industry and transport, which in turq will require additional
capital inflows of US$250 million p.a. over the next three years. Even
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with comprehensive reforms and substantial capital inflows, the medium-term
prospects of the economy are modest. Over 1983-88 the GDP would grow at
3.2% p.a.; agriculture, the leading growth sector, at 4% p.a., and output
in industry at 3% p.a., roughly half the growth rate experienced up to
1978. The modest GDP growth would result in a stagnant real per capita
consumption for the rest df the decade.

15. The market outlook for Tanzania's primary commodity exports is
not good. Coffee, Tanzania's major export, is subject to a quota of 40,000
tons. As a result, nearly one-third of the total production will have to
be sold at prices 40 to 50% below the quota prices. Sisal and cashews need
major rehabilitation expenditures before volume growth can be resumed. A
larger portion of the cotton production will need to be diverted to
domestic production of textiles. On the whole, export volumes are
projected to grow at 3.7% per annum up to 1987 after which the volume
growth could be twice as fast. Although desirable, it does not seem
feasible to reverse the declining trend in import volumes. Over 1983-88,
real imports remain at 12% below the average 1980-82 level. The strategy
of the recovery program therefore should be to increase the efficiency of
foreign exchange use through improved allocation across sectors and
restricting its use to most efficient users or activities within the
sector. Moreover, the recovery program should aim to increase capacity
utilization through increased availability of imports of recurrent inputs.
Despite the stagnant volume of total imports, the volume of recurrent
imports is projected to grow at 3.2% p.a. in line with the GDP growth and
four times as fast as the volume of capital goods imports.

16. The viability of the balance of payments depends upon the likely
availability of external financing. The level of capital flows have
remained at about US$500 million per annum in nominal terms since 1979,
representing a substantial decline in real terms. Discussions with major
donors indicate that disbursements out of currently planned commitments
would remain at around the levels obtained in 1980-82 of US$450-500 miltlgi..-
p.a. The balance of payments projections indicate that additional capital
flows of US$250 million p.a., for at least three years, are required to
cover the overall deficit, reduce arrears on short term debt and build up
reserves. This means that a major effort needs to be mounted to mobilize
US$80-100 million to supplement the resources from the multilateral
institutions in support of the recovery program.

17. Sensitivity tests indicate that maintaining the volume of imports
at the 1980-82 level could accelerate the recovery effort by two years
towards the end of the decade. While there would be no significant impact
on exports or GDP growth over the next three years, additional capital
requirements would be increased to U-S$350 million. On the other hand,
lower capital inflows of US$100 million would result in steadily falling
import volumes, exports and monetary GDP. It would also exacerbate the
debt servicing problem.

18. The need for improved aid coordination has been stressed
throughout this report. Donor cooperation is urgently needed to explore
the possibilitiepX of delaying or redesigning projects included in the
Government's deviieopment budget; rationalizing activities in the
industrial sector including the mothballing of some projects; and
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coordinating assistance to the agricultural and transport-sector. A
concerted effort needs to be made to mobilize the levels of import support
needed for the SAP and to channel these resources to priority sectors and
activities. Since aid flows will continue to finance more than 55% of
total imports and nearly 100% of intermediate goods imports excluding oil,
the cooperation of donors is critical to the recovery effort.

19. As of the end of 1983, Tanzania had US$400 million in arrears on
its short term debt and US$50 million in arrears on its medium and long-
term (MLT) debt. In addition, debt service due on MLT debt and to the IMF
averages US$200 million per annum over the next five years. The analysis of
Tanzania's liquidity position in paragraph 6.36 reveals that debt service
payments could absorb as much as 92% of the free foreign exchange available
after making allowance for reduction in arrears, a modest buildup in
reserves and essential imports (food and oil). This "liquidity ratio"
remains 70 to the end of the decade. Tanzania is thus in need of
concessional debt rescheduling or other appropriate arrangements to reduce
the debt burden.

20. This report is largely based on the findings of a mission which
visited Tanzania in October 1983. It therefore does not take into account
the economic policy reforms announced on June 15 when the Budget and Annual
Plan for 1984-85 were presented to Parliament. Discussions with the
Government after the measures were announced reinforce the view that there
is a new seriousness to the Government's intention to come to grips with
the problems confronting the economy. While further details are needed on
how certain institutional reforms will be implemented, many of the actions
taken in the budget are those recommended in paragraphs 4.13 to 4.20
relating to the need to restrict development expenditures, relax Government
controls and increase producer incentives.

21. The FY85 Budget is a balanced program aimed at tackling the
shortcomings of a system that are openly and increasingly acknowledged. In
terms of macro-economic policy, the Budget represents a major departure
from past policies in giving overriding priority to the agricultural
sector, in curbing Government spending and in enhancing the role of the
private sector. In doing so, some hard decisions were made such as
abolishing food subsidies, despite their political sensitivity. The
Government recognizes that the budget proposals will not solve the problems
facing the economy. They do however provide a sense of purpose and
direction and a solid foundation on which to build.



PART I

AN ECONOMY IN DISTRESS



Chapter 1: A DECADE OF SHOCKS

A. Background

1.1 Tanzania is a predominantly agricultural economy with a
population of some 20 million people inhabiting an area the size of Texas
on the East Coast of Africa and the islands of Zanzibar and Pemba in the
Indian Ocean. In terms of the size of the capital stock and living
standards, it is a poor country--among the 25 poorest countries in the
world. With a 1982 per capita income of $260, a declining rate of output
growth and a high rate of population growth, Tanzania is beset with the
problems of the least developed countries.

1.2 In the first decade after Independence in 1961, the Government
was fairly successful in meeting the country's development goals. During
the 1970s, however, per capita food production stagnated, the nation's
productive stock deteriorated for want of sufficient maintenance and
repair, and the foreign exchange constraint became acute. Inflation,
shortages and wage freezes greatly reduced consumer purchasing power.
Thousands of miles of roads lie unrepaired; the manufacturing sector
operates at 40% capacity; and exports and aid flows have declined. A
number of factors suggest that not only has the growth rate of agricultural
production fallen but farmers are increasingly reluctant to sell their
output through official marketing channels choosing to produce more for
subsistence or for private sale. The result has been a steady shrinking of
the monetary economy and the growth of a thriving informal economy. The
problem this presents is twofold: without an agricultural surplus to be
channeled into investment, there is, in addition to the decline in living
standards, the greater danger of the decline in the rate of growth of
potential output.

1.3 Institutional setting. The Government is committed to a
democratic socialist form of government aimed at achieving economic growth
and an equitable distribution of its benefits. To implement these goals,
key sectors of the economy such as the financial system, external and
internal trade and large manufacturing enterprises are state controlled. A
number of public sector agencies were created and they have attained a
position of dominance in the economy. The World Bank has had lending
operations with many of these public agencies over a number of years. Some
of them, such as the electricity company (TANESCO) and the development
banks (TIB, TRDB) are well run and have achieved high levels of managerial
efficiency. Others such as the National Milling Corporation and the Tea
Authority are being streamlined for greater efficiency under the
Government's structural adjustment program. Much more remains to be done.
The expansion of the role of the public sector in production activities has
greatly exceeded the country's managerial and administrative capability,
and production in many large-scale units which were taken over from the
private sector has fallen because of management problems.

1.4 In the rural areas, the villagization program was designed to
move the scattered population into larger settlements to facilitate
communal farming and the provision of basic services. The majority of the
population now live in some 8000 villages.
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1.5 The country is administratively divided into 25 regions each
containing four or five districts which are further subdivided into towns
and villages. The lowest administrative division is a unit of ten
households. Regional authorities have responsibility for local planning
and implementation in all areas of development within their region. The
ministries have responsibility for development activities of interest at
the national level. All taxing authority remains at the central government
level but local authorities are now able to charge for the services they
provide. President Nyerere has been the head of the Government since
independence. Tanzania has a multiplicity of ethnic groups, none of them
dominant. The country is 1/3 Christian, 1/3 Moslem and 1/3 other.

1.6 Human resources. Tanzania has been successful in meeting the
basic needs of its population and in reducing income disparities. In order
to meet the health needs of the population, the Government has established
a health policy which emphasizes preventive rather than curative services,
expansion of rural health facilities, training of paramedical personnel and
programs to control major communicable diseases. The results are
impressive. Life expectancy has risen from 42 in 1960 to 51 now, and child
mortality has decreased from 32/1000 to 20/1000 over the same period. Over
the past decade, rural health centers have increased from 105 to 300 and
dispensaries from 1500 to 2300. However, much of the country is vulnerable
to tropical diseases--malaria, trypanosomiasis, filariasis and
onchocerciasis--for which no cures have been developed, and most of the
population lack access to clean water and sanitation facilities.

1.7 The gains also have been significant in education. The adult
literacy rate has risen from 10% in 1960 to 72% in 1980. Primary education
is almost universal and most of the 8,000 villages have primary schools
with curricula attuned to their needs. Secondary education, however, lags
behind. Only 3% of the secondary school age population are able to attend
and a major problem confronting the government is that 70,000 children will
finish primary schools in the next two to three years and find no secondary
school places.

1.8 The population is growing at 3.3% per annum. Until recently the
Government had shown little interest in population control because land is
not scarce and there is little pressure of population on cultivable land
except in the most fertile northern regions, whereas there are labor
shortages for many rural activities. However, economic factors have
dictated a need for a better spacing of births and a reduction in the
average family size of seven. About half the population is under the age
of 15 and the population groups at greatest risk are women of childbearing
age and children who spend large amounts of time and travel long distances
searching for water and fuelwood. About 25% of the population provides
support for the remaining 75%. This means that the dependency ratio is 1:3
in Tanzania compared with 1:2 for all developing countries and 2:1 for
developed countries. For all these reasons, the Government is giving
increased attention to family planning but the resources available are not
yet sufficient to bring about a major reduction in fertility rates.

1.9 The milority of Tanzanians are poor but they are poor because the
overall level of income is low and not because, as in many other developing
countries, income is unequally distributed. The major causes of poverty
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among farm families are the low productivity of the land atid the
technological backwardness of existitg farming practices. Many rural
households, especially in the central zones, are produQlng all they can
with the hoe and this is barely sufficient for their sabsistence needs.

1.10 The Governiment has succeeded in creating an egalitarian £tructure
of income in the country. The nationalization of large-scale enterprises
established a framework which limits the accumulation of wealth by any one
group or person, and an active incomes policy implemented through
agricultural pricing, wages and taxation has ensured a reduction of income
disparities throughout the economy. Over the past decade, the gap between
rural and urban incomes has narrowed considerably and largely at the
expense of wage earners. A freeze on the minimum wage since the mid-1970s
plus rising prices has severely eroded the purchasiTng power of wage
earners. The real wage in 1981 was lower than it was in 1963. The
increase in agricultural producer prices and the growth of the informal
economy have boosted rural incomes and some observers believe that 50% of
the rural population earns more than the minimum wage. Tanzania's per
capita income is virtually the same as the average for other low-income
African countries but Tanzania compares favorably with these countries in
terms of income distribution and quality of life indicators.

B. Economic Trends

1.11 The economy is beset by major problems of falling production in
agriculture antd industry, and declininig factor productivity. Average GDP
growth rates have been similar to those of other Sub-Saharan African
countries, while per capita income has grown slightly faster than elsewhere
in the region. The data in Table 1.1 indicate an average GDP growth rate
of 5.2% per annum between 1970 and 1978 compared with 4.4% a year in the
late sixties. With population growing at 3.3% per annum, per capita GDP
increased at an average annual rate of about 2%. Between 1978 and 1980
growth in aggregate output slowed to 3.3% a year. In 1981 falling
agricultural and industrial production caused GDP to decline by 1.7%; the
rate of decline accelerated to 3.2% p.a. in 1982. A modest increase of
1.5% is expected to be the 1983 outcome. However, most of the increase
is concentrated in the services sectors while output in the productive
sectors such as agriculture and industry continues to fall.

1.12 Output in subsistence agriculture and manufacturing, which had
experienced high growth rates of 6% to 7X per annum before 1978 fell by 8X
and 16.2% per annum respectively over the past four years, while output in
the services sector continued to grow steadily. The services sector, which
accounted for only 9Z of value added in 1966, now accounts for more than
25% (Appendix Table 2.2). Output in the services sector reflects
remuneration rather than output, and trends in subsistence production are
at best guess-estimates with potentially large margins of error. For these
reasons, trends in the rate of growth of GDP are in some doubt, but the
shift away from a monetary to an informal economy is confirmed by the
decline in output marketed through official charnLels (Table 2.2).



-4-

Table 1.1: GROWTH OF GDP IN 1966 PRICES
(Z per annum)

1970-73 1973-78 1978-82

Total GDP at factor cost 4.8 5.5 0.4

Agriculture 3.1 5.2 -2.9
Mining -4.3 -1.6 -0.3
Manufacturing 7.5 5.9 -16.6
Electricity and water supply 7.7 6.9 8.0
Construction - 5.1 0.1 5.3
Transport and communications 7.4 6.2 3.2
Services 6.1 7.3 5.8

Memorandum Item:

Subsistence agriculture 4.8 5.2 -8.0
Monetary agriculture 1.3 2.2 2.0

Source: Bureau of Statistics, Ministry of Planning.

1.13 Agriculture continues to dominate the economy, accounting for
nearly 52% of value added in 1982. The performance of the sector during
the seventies has been disappointing. Most of the output growth observed
in the mid-seventies originated in the subsistence sector while monetary
agriculture grew at less than 2% per annum. Since 1979 output in the
subsistence sector has fallen sharply along with a slowdown in the growth
of monetary agriculture. The data sources on food production are
conflicting but overall it appears that the production of cereals and
drought staples grew at a rate sufficient to maintain nutritional levels in
the rural areas. The marketed supply of food grains has fluctuated in
response to weather and pricing policies, but the trend is downward. The
marketed output of maize increased over the decade, whereas those of rice
and wheat have declined. Tanzania is vulnerable to drought and has had to
import substantial quantities of food grains to supplement domestic
supplies for the urban population.l/

1.14 The performance of export crops has been poor. Output of
cashews, cotton and sisal has declined steadily over the decade. Coffee
and tobacco have stagnated, but there has been some growth in tea and
pyrethrum production. Investment in agriculture has been low, accounting
for only 5.6Z of total investment. Also it has tended to concentrate on
large processing facilities, while incentives, resources and supporting
services for production have been neglectet. The severe shortage of basic
consumer goods in the rural areas may have encouraged farmers to trade more

1/ Nearly 400,000 tons of food grains were imported in 1973/74 and
1980/8!. i
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ac:'vely in unofficial markets at home atid at the borders. The low level
of .4ivestmeitt in agriculture over the past two decades has resulted in an
erosion of the sector's productive capacity. It will require a sustained
effort over a number of years to increase production. 'ihus, for example,
a najor replantinrg program is needed before cashew crop trends can be
reversed, anid sizeable capital investments will have to be made before the
productive capacity of sisal can be restored.

I

1.15 Manufacturinig output grew at an anrnual rate of about 5% during
the 1970s. It declined rapidly between 1979 anid 1982, when the sector's
share of GDP, already small compared with other low income countries,
shran.k from 10% to 5% of aggregate output. Consumer goods industries
domiTate the structure of production and a considerable degree of import
substitution has been achieved in a number of industries, at high
protectiorn cost and with conitiiuinrg dependence on imported inputs. The
build-up of a small capital goods sector and of intermediate industries,
occurred mainly in the 1970s. It was largely financed by foreign bilateral
arid multilateral agencies in the parastatal sector.

1.16 The currenit foreign exchange crisis has cut the flow of imports
for industry to a trickle. Most plants now operate orn a hand to mouth
basis, often using less than half their productive capacity. The supply of
coznsumer goods, from cooking oil to footwear, falls far short of demand, as
does production of agricultural inputs such as hoes and ploughs. These
shortages have contributed to the growth of urban and rural unofficial
markets and act as a disincenitive to increased farm productionI. Only a few
industries are able to cover their import requiremerits, mainly those which
have access to foreign project aid or receive priority import liceTLses
because their products yield high tax revenues. Although manufacturinig
output fell iii 1979-82, the industrial labor force has continued to grow.
Labor costs were kept low through the Government's wage restraint policy
which led to a gradual impoverishmeTnt of industrial workers. The real
value of maniufacturing profits has also declinied and private investment
spediTng in industry is beitng cut back from the high levels of the 1970s.

1.17 Consumptioni and savings. Until 1978 Tanzania was able to
mainatain a positive rate of growth in per capita consumptioTn. After 1978
however, per capita consumption declined at the rate of nearly 5.5% per
a;anum so that by 1982 it had fallen back to roughly the same level as in
the early seventies.

1.18 For a courtry with a per capita income as low as $260 in 1982,
Tanzarnia has maintained a relatively high rate of domestic savings. In
1982 it amounted to 13X of GDP compared with an average of 14.5% during the
seventies when there were wide year-to-year fluctuations (Table 1.2). In
the early seventies, domestic savings financed about 70% of fixed capital
formation; in 1982 its share was nearer 60%. Sharp annual variations in
the proportion of investment financed by domestic savings tend to reflect
irregular inflows of foreign project finance.



-6-

Table 1.2: RATIO OF GROSS INVESTMENT AND SAVING TO GDP
AT CONSTANT (1978) PRICES

Change Total
--- Fixed Investment--- in Invest- --- Savings-
Public Private Total Stocks ment Domestic Foreign

1970 14.4 7.4 21.8 1.9 23.7 21.1 2.5
1971 13.8 7.4 25.2 2.1 27.3 21.6 5.7
1972 14.3 5.7 20.0 0.6 20.6 16.4 4.2
1973 13.6 5.8 19.4 1.0 20.4 13.6 6.8
1974 13.2 6.3 19.5 2.7 22.2 9.3 12.9
1975 10.7 6.6 17.3 2.3 19.6 8.2 11.4
1976 9.6 9.5 19.1 1.3 20.4 18.0 2.4
1977 7.6 10.2 17.8 1.7 19.4 16.1 3.3
1978 8.9 10.1 19.0 1.7 20.7 6.1 14.6
1979 10.0 12.0 22.0 2.1 24.0 14.3 9.7
1980 9.8 9.0 18.8 1.4 20.2 9.9 10.4
1981 10.7 10.4 21.1 1.5 22.6 14.3 8.3
1982 9.8 11.0 20.8 1.5 22.3 12.8 9.5

Source: Ministry of Planning.

1.19 Investment. Despite variable, but generally declining, output
growth rates in the productive sectors, capital spending has remained
high. in the early seventies, Tanzania invested almost 25% of GDP.
Construction of the Tanzania-Zambia railway (TAZARA), accounted for nearly
a quarter of total investment in 1971-74, when construction activity was at
its peak. The rate of investment leveled off as this major project was
completed; however, through the mid-seventies, Tanzania continued to invest
around 20% of GDP. Capital expenditure slowed after the second oil shock.
Although the rate of investment shows an increase in 1981 and 1982, this is
explained by a fall in GDP rather than an increase in investment.
activity. Between 1978 and 1982 investment fell by 1.5% per annum compared
with an annual growth rate of 4.0% during most of the seventies (Appendix
Table 2.9).

1.20 As indicated in Table 1.3, the transport and manufacturing
sectors accounted for 60% of total investment during the seventies. The
share of manufacturing in total investment increased from 11 to nearly
40%. This reflects the priority given to establishing import-substitution
industries during the 1970s and the support of the donor community in
channeling aid into large scale industrial ventures. The fall in
manufacturing output since 1979 is thus not due to capacity limitations but
to the lack of complementary inputs, spares and foreign exchange resulting
in capacity utilization rates as low as 4GZ in 1982.
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Table 1.3: CAPITAL FORMATION BY SECTOR
(in percentage)

Growth1/
1973 1977 1978 1979 1980 1977-80

Agriculture 6.3 5.8 4.1 3.8 4.1 4.1
Manufacturing 11.8 41.6 36.9 37.8 34.9 10.2
Construction 2.3 3.0 2.6 3.0 2.3 8.9
Electricity 11.0 4.8 7.1 7.0 7.7 33.1
Transport 47.4 20.6 27.1 26.3 25.3 23.0
Others 21.2 24.2 22.2 22.1 25.7 22.6

TOTAL 100.0 100.0 100.0 100.0 100.0 15.9

1/ In current prices.

Source: Bureau of Statistics, Ministry of Planning.

1.21 Wages and employment. Between 1969 and 1975 the minimum wage was
increased by 120%. After 1975 it was frozen at TSh 380 per month and by
1979, the real minimum wage had deteriorated to less than 60Z of its 1975
value. In 1980-81, the Government raised the minimum wage by 57% in line
with movements in the consumer price index but this still left wage earners
considerably worse off than in the early 1970s (Table 1.4).

1.22 Wage employment accounts for only 7% of the total labor force of
about 8 million. The biggest employer is the plantation and large-scale
agricultural sector. The data in Appendix Table 8.1 show that employment
grew at 2.3% per annum between 1974 and 1980. The data also indicate that
the f:eeze on the minimum wage between 1975 and 1979 did not result in
greater employment except in the manufacturing sector but employment
accelerated after 1978.

1.23 Prices and incomes. During the seventies, prices in Tanzania
rose at an average annual rate of 11%. Since 1979, however, inflation has
accelerated to around 28% per annum as measured by the National Consumer
Price Index (NCPI). Minimum wage earners living in Dar es Salaam have been
hit the hardest by inflation as prices have risen faster in the capital
than elsewhere in the country. By 1978 the cost of living of minimum-wage
earners in the capital was more than four times the 1970 level whereas the
NCPI had risen only two and a half times. Since 1978 the Government has
been able to restrain the rate of growth of food prices. As a result the
cost of living index of minimum wage earners in Dar es Salaam rose by 50%
between 1979 and 1981 compared with a 64% increase in the NCPI (Table 1.5).



- 8 -

Table 1.4: MONTHLY WAGES IN CURRENT AND REAL TERMS, 1963-1981

Current Terms (TSh) Real (1969) Terms (TSh)
Total Nonagri- Total Nonagri- National

Minimum Wage cultural Minimum Wage cultural Consumer
Wage Sector Sector Wage Sector Sector Price Index

1963 150 165 210 186 205 261 80.5
1964 176 224 182 213 272 82.6
1965 234 302 170 266 343 88.0
1967 286 347 160 305 370 93.8
1968 303 359 153 309 366 98.1
1969 170 318 381 170 318 381 100.0
1972 240 374 416 206 320 356 116.7
1973 380 432 186 295 335 128.9
1974 340 553 686 221 359 413 154.1
1975 380 571 659 174 294 339 194.3
1976 572 672 183 276 324 207.6
1977 614 708 164 265 305 231.8
1978 604 710 146 232 273 260.0
1979 611 717 129 208 244 293.6
1980 480 644 758 126 168 198 382.4
1981 600 721 872 131 157 190 459.3

Source: Ministry of Planning and ILO Study, Basic Needs in Danger:
Development Strategy for Tanzania, 1982, p. 268.

1.24 The prices of a large number of commodities are set by the
National Price Commission (see para 2.34), and the National Trading Company
is responsible for the wholesale distribution of most consumer goods.
Retail trade, however, is carried out by authorized individuals, village
cooperatives, etc. Although it is illegal to sell controlled commodities
at other than the official price, many transactions take place at higher
prices because of existing shortages. In constructing the NCPI, officials
of the Ministry of Planning make every effort to ensure that the NCPI is
based on actual prices, controlled and uncontrolled, at which commodities
are bought by consumers. In practice, however, spot checks do not provide
complete information. Traders may be reluctant to give full information on
informal transactions to price officers and consumers may not indicate the
extent of their reliance on informal markets. Nor is it possible for price
officers to record the prices at which goods are resold by individuals
after being purchased from an official outlet, and finally, many
commodities are simply not available at any price. The foregoing suggests
that the NCPI probably understates the true rate of inflation and hence the
deterioration in living standards.



Table 1.5: CONSUMER PRICE INDICES
(1970-100)

1976 1977 1978 1979 1980 1981 1982

National (18 towns)

Total 201 224 251 284 370 464 -

Increase (M) 6.9 11.4 12.0 13.1 30.3 25.4 -

Food 226 258 301 334 425 525 -

Increase (Z) -0.5 14.1 16.7 11.0 27.2 23.4 -

Minimum Wage Earners

Total 294 345 404 426 503 647 786
Increase (%) 21.0 17.3 16.8 5.7 18.1 28.6 21.5

Food 316 372 432 448 537 675 859
Increase (%) 3.4 17.7 16.1 3.7 19.8 25.7 27.2

Middle Level Civil Servants

Total 222 249 298 348 413 544 -
Increase (Z) 10.0 12.7 19.7 16.8 18.7 31.7 -

Food 250 276 325 377 459 613 -
Increase (X) 9.2 10.4 17.8 15.9 21.7 33.5 -

Source: Ministry of Planning.

1.25 Prices and wages have been major instruments in the Government's
policy of reducing income disparities. A freeze on wages and a very
progressive income tax structure has resulted in a significant narrowing of
income differentials. In 1967 the ratio of the lowest to the highest
public sector wages was 1:20; in 1976 it was 1:9. In the rural areas,
there are still considerable variations ln Incomes but these mainly reflect
differences in farming conditions. Overall a large degree of Income
equality has been achieved and the trends in income seem to have moved
heavily in favor of the rural areas.



- II) -

1.26 between 1969 and 1975 subsEntinal 1ncre.aes were made in the
minimum wage wherean thw producer pricem of both tod tand export crops were
allowed to tall shtrlly. Ah a result, thr gap between urban and rural
incomen widened trom 2.45 (19b9) *J 2.94 (1973-75). After 1975. the
producer priceN tor ItiodcroJps wrtc Incrrahthd ba uStlt- t' tho drDught
experience and thte minimum wapg w#m ir4izt-)e. by 1980) thr- gap between rural
and urban Incomes hld narruw-d Lau 1.*31. Urban wug.-i4 have. thus deteriorated
both in abaslute termn and relative to) the inrtmr ol f armerN. between 1969
and 191$U reul larm P1icomeUIn increteid by f.5Z whiereas thr. average income of
wage earners decreased hy 47.6Z. In 19HI( avrrie, larm inromem exceeded the
minimum wage. by 2oZ (Table 1.6).

Table I .b. SMAI.1.11L(DJER ANI) WAGi 1.AKN1Kk INCOMES, 1969-1980

19b9 1972 1971-75 1978 198J

1. Smallholder cashi income (TSh m) 196 926 1,075 1,906 2,231

2. Smallholder nihmbers ('tJoi) 2,382 2,590 ;,638 2,932 3,082

3. SmalIholde average Income
(TSh p.a.j 1,844 1,807 2,338 5,456 6,540
Cash 344 357 407 b50 724
Food 151(Ž J,51( 1.931 4,806 5,816

4. Average nonagricultural wage
(TSh per annum) 4,522 5,184 1, 9() 8,510 9,093

5. Minimum wage 1,92(J 2,460 3.587 4,560 5,360

6. Income gaps
4:3 total 2.45 2.78 2.94 1.56 1.39
5:3 total 1.04 1.32 1.53 0.83 0.82

Source: Marketing Development Bureau, Ministry of Agriculture and ILO
Study, 1982, p. 256.

1.27 Trade performance. A major symptora of the current crisis Is the
deterioration In the foreign trade accounts. Although the foreign trade
sector accounts for only 20% of GLIP, Tanzania is very vulnerable to
developments in the international economy. Between 1978-82 exports
averaged 5500 million per annum and imports S1,000 million; exports thus
financed only 50Z of total imports and foreign capital inflows the rest.
However, the 1982 level of imports was not sufficient for the normal
functioning of the economv. The volume of imports in 1982 was 752 of what
it had been In 1970.
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Table 1.7: TRADE PERFORMANCE, 1977-1982

1977 1982 %Change

Imports

Value (TSh m) 6,161 10,357 +68.1
Of which
Oil 848 2,319 +173.5
Food 548 977 +78.3
Other 4,765 7,061 +48.2

Price index 100 1,873 87.3
Volume index 100 89.8 -10.2

Exports

Value (TSh m) 4,395 4,145 -5.7
Of which
Coffee 1,857 1,206 -35.1
Cotton 541 509 -5.9
Sisal fibre 228 214 -6.4
Cashewnuts 273 197 -27.8

Price index 100 96.9 -3.1
Volume index 100 97.4 -2.6

1.28 The deterioration in the terms of trade has been a major cause of
the poor trade performance in recent years. This is evident in the 87%
increase in import prices over a period of declining export prices (Table
1.7). The decline in agricultural exports is due to structural and
incentive problems in the sector, but it is also a consequence of the
decline in import volumes. It is estimated that it requires 40 cents of
foreign exchange for $1.00 of agricultural export output. Lack of imports
has resulted in low industr'al production and widespread shortages of basic
wage goods and agricultural implements. It has also created transport and
export processing bottlenecks. Despite severe import restraint, the
current account deficit has widened from 4% of GDP in 1977 to 12% of GDP in
1982. Net capital inflows have remained constant in nominal terms, and the
cover for international reserves has fallen from five months imports to ten
days imports in 1983. Tanzania's total debt outstanding stood at $1.6
billion as of end 1983 and although the bulk of the debt is on highly
concessional terms, debt service payments have been rising as many loans
incurred in early 1970s have begun to fall due. The debt service ratio has
risen from 10% to 20% over the past five years and the country has
accumulated arrears on external payments amounting to $450 million.



- 12 -

1.29 Fiscal deterioration. Trends in the budget closely reflect the
deterioration in the external accounts with which they are interrelated.
Up to the mid-seventies, Tanzania's fiscal stance was fairly conservative.
The overall deficit was kept at about 10% of GDP, in line with the level of
foreign capital inflows and credit creation was limited. In 1978/79 the
overall fiscal deficit jumped up to an unprecedented 20% of GDP largely on
account of expenditures for the Uganda war which added 26% to expenditures
in that year. The deficit was brought down to 13% of GDP by FY81 but it
has since been creeping up and currently stands at 16% of GDP.

1.30 Continuous efforts have been made to contain the size of the
deficit through improved tax collection procedures, raising taxes and
holding down expenditures. Beginning in 1978 export taxes were steadily
eliminated in order to increase incentives to producers. This action
together with the drop in import volumes reduced the share of trade taxes
in total revenue from 30% in FY78 to only 6% in FY82. Income taxes have
not grown because of the freeze on salaries and wages, and they account for
30% of revenue only because of the increased tax collection effort. The
major source of revenue is now sales and excise taxes which account for 55%
of total revenue. However, the growth of revenue from this source is
limited by the decline in industrial production. The Government has
responded by imposing steep increases in the tax rates on beer and
cigarettes. The Ministry of Finance estimates that if industry were
operating at full capacity, the revenue from sales and excise taxes would
be doubled; total revenues would increase by 25% and this would be
sufficient to eliminate the deficit.

1.31 The Government has been successful in containing the growth in
the wage bill by holding down the growth of public sector employment and
freezing wages and salaries. High development expenditures are also not
the cause of the high deficits. Development expenditures have been been
maintained at lO%-12% of GDP throughout the decade, and since 1978 they
have been cut by 16% per annum in real terms. The primary reason for the
high deficits is the growth in expenditures in the form of transfers to
cover the operating loss3s of the parastatals. The largest deficit is that
of the National Milling Corporation which bears the cost of a subsidy to
producers of foodgrains and to urban consumers. Trends in the fiscal
accounts indicate that the Government has used the budget as major tool of
adjustment policy. Thus the budget has borne the brunt of the burden of
trying to raise producer incentives and cushion the decline in urban
consumption levels. This was done to mitigate the income distrihution
effects of adjustment but the budget can no longer carry the full burden
of adjustment. A number of policy measures taken in 1983 indicate that the
Government recognizes the need for appropriate pricing and exchange rate
policies to supplement budgetary policy.

C. External Shocks

1.32 The economy is in its fourth year of a deepening crisis, the
causes of which are both external and internal. While it is
counter-productive to try to assign weights to the importance of domestic
policy failures and adverse economic events, it is quite clear that the
country has been buffeted by a series of adverse shocks each more damaging
than its predecessor. These include four years of drought, the rise in the
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price of energy, the break-up of the East African Community, the costs of
the Uganda war, the collapse in commodity prices and the rise in the price
of essential imports.

1.33 The quadrupling of oil prices in the fall of 1973 added $56
million to the oil import bill in 1974. This difficulty was compounded by
the drought in 1974 which resulted in a 30% drop in grain production and
necessitated food imports during a period of rising food prices. Poor
harvests in Russia and China had contributed to the threefold increase in
international grain prices and the value of Tanzania's food imports rose
from less than $5 million (1971-73) to $80 million in 1974. The increased
cost of oil and food alone added 55% to the value of imports in 1974.

1.34 The 1974/75 balance of payments crisis was surmounted thanks to
the return of good weather in Tanzania and a frost in Brazil. The latter
resulted in a boom in coffee prices which were three times higher in 1977
than in 1975 and added $112 million to exports in 1976 and $79 million in
1977. Total export earnings increased by 42% in 1976 and accumulated
reserves reached a peak of $300 million in 1977, equivalent to 5 months
imports. At that time the authorities had in place a system of import
controls that allowed the Government to determine what was to be imported
and by which agencies. The Government was encouraged by several donors to
use the cushion of foreign exchange reserves to Uberalize imports to
stimulate increased industrial production. The pent-up demand of consumers
and producers quickly led to a rise in imports by 54% in 1978, and the
depletion in reserves by 50% in six months. By the end of 1978, foreign
exchange reserves had fallen to about $30 million.

1.35 The war with Uganda was precipitated by an invasion in the
northern regions. The cost of the war effort which resulted in the removal
of Idi Amin, was borne entirely by the budget. It is a source of both
pride and bitterness that Tanzania received no external assistance for this
war, which it is estimated cost $500 million, or one year's export
earnings. The budget deficit increased from 9.8% of GDP in FY77 to 20.1%
in FY79. Most of this was due to the increase in recurrent expenditure on
defense, which increased from 11% of total expenditure in FY78 to 24% in
FY79.

1.36 The break-up of the East African Community in October 1977 meant
that Tanzania had to build and pay for whole new structures of civil
aviation, locomotive repair shops, an earth satellite for the tele-
communication system and a central service for posts and telegraphs. The
doubling of oil prices in December 1978 added $150 million to the oil bill
in 1979 despite .he fact that the volume of oil imports had been contained
at the 1973 level, and the share of oil rose to one-quarter of total
imports compared with 12% in 1973. Throughout this period (1977-83),
Tanzania was confronted with steadily deteriorating terms of trade which
severely reduced the purchasing power of its exports. Tanzania's
perception of the problem was best summarized by President Nyerere as: 'To
buy a seven-ton truck in 1981 we had to produce and sell abroad about four
times as much cotton, or three times as much cashew or three times as much
coffee or ten times as much tobacco as we had to produce and sell in
1976/77. 2/ These unfavorable international price trends accelerated

2/ President Nyerere's address to the National Party Conference, October
- 20, 1982.
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over the past five years. The loss of income due to adverse movement in
the terms of trade between 1978-82 is estimated at 12% of GDP. By
contrast, the terms of trade loss of the developed countries following each
oil shock was equal to 2% of GDP3/. According to one estimate adverse
external events between 1973-82 may have cost the country $1.7 billion or
three years' export earnings.4 /

D. Domestic Policy Adjustment

1.37 Adverse terms of trade movements simultaneously reduce demand
(incomes), increase costs and create large current account deficits. The
latter are financed iil the first ilnstance by drawing down reserves and
increased foreign borrowing. In order to reduce current account deficits to
more manageable levels, domestic policy adjustments are required to reduce
imports and increase exports and to shift resources from consumption to
investment to raise output growth rates. But such adjustments may not be
smooth if there are rigidities in the structure of prices and production.

1.38 In his 1982 study of policy responses to external shocks,
B. Balassa noted that in the oil-importing countries of Sub-Saharan Africa,
the iacome losses through adverse terms of trade movements and the decline
in export volumes due to the slowdown in world trade growth reached 6.4% of
GNP in 1975, declined in 1976 and reached a peak of 7.5% in 1978 averaging
4.4% of GNP in 1974-78. Additional net external financing offset 75% of
these losses for the group as a whole. But this was not the case for the
low-income countries. Due to their limited borrowing capacity, additional
net external financing offset only 37% of their losses5/.

1.39 Adjustment to external shocks in low-income Sub-Saharan African
countries thus largely took the form of reductions in import volumes
through decreases in the rate of GNP growth and in the income elasticity of
import demand. "All countries in Eastern Africa experienced a decline in
their GNP growth rates amounting to 50% of the balance of payments effect
of external shocks and 19% of the value of imports". It was also noted in
the study that this group of countries lost export market shares and this
was attributed to a bias against exports in the system of price incentives.

1.40 The data for Tanzania reveal a pattern identical to that of other
low-income Sub-Saharan economies with the burden of adjustment falling
heavily on import and output growth rates. It is also possible to show how
the low-level of per capita incomes and the rigidity of the country's
production structure have constrained the pattern of adjustment. The
following analysis of internal adjustment complements the Balassa study by
focusing on the relationship between consumption, investment and output.
Appropriate responses to permanent changes in the terms of trade or in the
cost and availability of capital should be reflected in these variables.

3/ IMF Anrual Report 1980.

4/ Tanzania Agricultural Sector Report (No. 4052-TA), August 19, 1983,
World Bank, p. 2.

5/ B. Balassa, Policy Responses to External Shocks in Sub-Saharan
African Countries, DRD42, November 1982, Development Research
Department, World Bank.
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For example, the correct response to a permanent increase in the price of
oil would be a decrease in the consumption of oil and other goods but the
development of oil or alternative energy sources would require a rise in
investment in the energy sector.

Table 1.8: RESPONSE OF CONSUMPTION, INVESTMENT AND
GDP GROWTH TO EXTERNAL SHOCKS1 /

(percent of GDP)

1973 1974 1979 1980 1981 1982

Impact of external shocks

Loss due to price changes 1.42 2.49 3.52 4.48 5.85 6.02
Of consumption (0.65) (2.44) (3.81) (3.81) (6.02) (7.23)
Of investment (0.77) (-.05) (-.29) (.67) (-.17) (-1.21)

Mode of Adjustment

Decrease in consumption -3.64 -6.14 -1.53 -3.48 0.0 -.02
Decrease in Investment 2.75 1.0 -.22 2.02 0.71 0.83
Additional Capital Inflows 2.47 7.16 4.94 5.49 4.96 4.37
Change due to GDP -0.61 -0.69 -1.46 -1.52 -1.52 -1.62

Memo Items

Per capita consumption 91.3 95.8 95.7 98.9 88.7 83.2
US$ at 1970-72 prices

Change in per capita 6.25 4.90 10.8 3.38 -10.3 -6.2
incomes (%)

1/ All magnitudes are based on 1970-72 prices and expressed
as a percentage of current GDP. For a detailed discussion of the
methodology used see World Development Report (1981) p. 66 and (1982)
p. 9.

1.41 In Table 1.8 the impact of external shocks is estimated by the
increase in the resource gap--the dollar value of expenditure less output
as a percentage of GDP--and the gap is broken down into its internal
components of expenditure and output. The first line of Table 1.8 measures
the losses/gain in income due to terms of trade movements. When the
movements of export and import prices are measured relative to the GDP
price index, they can be translated into the price indices of investment
and consumption goods relative to the GDP price index. The distribution of
the total shock between these two components is influenced by government
policies. The adjustment to these shocks is then broken down into four
components: the reduction in the share of consumption and investment;
additional external capital flows, and slower GDP growth.
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1.42 As indicated previously, the terms of trade deteriorated sharply
in 1974 and 1975 because of the rise in oil and food prices. They improved
in 1976 and 1977 with the coffee boom but after 1978, the deterioration in
the terms of trade was steady and sharp. The estimated loss of income
through adverse terms of trade movements is estimated at 12% of GDP between
1978-82 if measured in current prices. As indicated in Table 1.11 the
estimated losses are much greater when measured in 1970-72 prices (over 20%
of GDP). Throughout the decade, the bulk of the adverse price movements
fell on consumption. This came about because the rise in the price of goods
in the consumption basket (oil, food and intermediate goods) was greater
than the rise in the price of machinery, plant or equipment.

Table 1.9: RESPONSE TO SHOCKS: COMPARISON BETWEEN TANZANIA AND
AND OTHER LEAST DEVELOPED COUNTRIES

(percent of GDP)

Least Developed Countriesl, Tanzania Tanzania
1975-78 1975-78 1979-82

Impact of External Shocks 1.57 1.0 4.96

Loss due to price changes
Of consumption (1.18) (0.4) (5.22)
Of investment (0.39) (0.6) (-0.26)

Mode of Adjustment

Decrease in consumption = -6.75 -4.40 -1.25
Decrease in Investment 3.53 0.30 0.85
Increased capital flows 4.55 5.50 4.94
Change due to GDP growth 0.24 -0.40 0.43

1/ World Development Report, 1982

1.43 Domestic adjustment in Tanzania was guided by the nature of the
external shock, government policy and the existence of a large subsistence
economy. As indicated in Table 1.9, Tanzania's domestic adjustment to the
first oil shock over the period 1975-78 was quite similar to that of
other least developed countries in Sub-Saharan Africa. A terms of trade
loss of about 1.0% of GDP was cushioned by inflows of external capital
amounting to 4.4% of GDP which were used to finance consumption at the
expense of investment. The adjustment pattern indicates that the major
concern of government policy during this period was to maintain per capita
consumption levels. Tanzania began the seventies with a very low per
capita consumption of US$ 81 (at 1970-72 prices) and very high rates of
investment at 24% of GDP. Since the terms of trade deterioration directly
reflected increases in the price of consumption goods, Government policy
was directed towards cushioning its impact particularly in the urban



- 17 -

areas. The goverment used the additional foreign capital inflows which
were made available after the first oil price increase for this purpose.
These funds were made available through the IMF's oil facility, the Trust
Fund and the CIEC Special Action Program for most-seriously affected
countries. Despite the Government's efforts, per capita consumption fell by
4% after 1974.

1.44 The gains in the terms of trade in 1977 and 1978 accrued to the
rural sector as a result of the rise in export prices and good harvests and
this too was reflected in a rise in consumption. In the years following
the second increase in oil prices, the terms of trade deteriorated sharply
and additional foreign capital inflows were not sufficient to offset these
income losses and support output growth. The burden of adjustment thus
fell on both consumption and investment. The share of consumption in total
GDP fell. Per capita consumption in 1982 was only 73% of what it was in
1978 and equal to its level at the beginning of the decade. The cuts in
investment were cushioned by the fact that the bulk of foreign capital
inflows were tied to project disbursements. This analysis of trends in
adjustment shows the efforts made by the Government to maintain the level
of consumption and its inability to do so after 1977.

1.45 Conclusion. Tanzania has not lived up to expectations, its own
or that of the international donor community which has been very supportive
of its development goals for nearly two decades. Yet the gloominess of
current indicators should not distract attention from the gains which have
been made, from the severity of the shocks which the economy has
experienced, particularly since 1979 and from the adjustment efforts which
have been made. In the absence of off-setting capital flows, Tanzania had
to reduce imports in response to the decline in the purchasing power of
exports. Because the cuts fell on producer good imports, the decline in
output and capacity utilization rates were immediate and large. Moreover,
the magnitude and speed of adjustment was limited by the predominance of
primary agricultural commodities in total exports and by the low level of
income.

1.46 It could be argued, however, that the adjustment response was
limited by longer-term domestic policy failures, and that the response when
it came was too little and too late. This emerges from the sectoral
disctussion which follows in Chapter 2. The major policy failure was the
neglect of agriculture. However, this was a failure of long-standing which
could not have been corrected quickly or with limited resources. For most
of the past decade, investment in industry had been given priority over
investment in agriculture. The emphasis on food crops had resulted in the
decline in producer price incentives for export crops, and resources had
been channellcd to large-scale units in the public sector and not to
raising the productivity of small-holder agriculture. Since 1980 the
Government has undertaken a number of measures (see para 4.5) to correct
these imbalances, including price and exchange rate adjustments and
institutional reforms. But the acute scarcity of foreign exchange has
produced a situation whereby all sectors of the economy are caught in a low
level productivity trap. Further policy actions and an an external
injection of intermediate good imports are needed to break the current
production impasse.
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Chapter 2: DECLINING SECTORAL PRODUCTIVITY

A. Introduction

2.1 Economists are familiar with the concept of dissaving which
occurs when a society consumes more than it produces. But there is
underway in Tanzania and in many other developing countries, a process
which can best be described as de-capitalization or consuming one's own
capital stock. The discussion of the major sectors which follows
illustrates this phenomenon.

2.2 The crisis in agriculture preceded the financial and economic
crisis. The technology of small-scale farming has been the same for the
past half century or longer, hence yields are low. On top of this, the
structural decline in production is directly related to the depreciation of
the capital stock and other assets in the sector. Bush and tree crops are
long past their peak output, and overcrowding is causing soil erosion and
loss of fertility in the highland areas. In industry, the average age of
the capital stock is probably only about 10 years, but unused and
un-repaired plant and equipment rusts faster in the tropics than in
temperate zones. The transport fleet is in a state of disrepair and roads
are being lost each year because of inadequate maintenance. In the social
sectors, lack of education materials and medicines are eroding the gains
which have been made. This process is underway in every sector and in
every region of the country. It is the very opposite of development and
unless it is reversed, living standards will remain low for the foreseeable
future for what is being lost is the rate of growth of potential output.

B. Agriculture

2.3 Agriculture dominates the economy accounting for 50% of GDP and
more than 80% of export earnings. About 90% of the population live in the
rural areas with approximately 2.25 million farm families grouped together
in 8,000 villages. Small farmers contribute about 75% of Tanzania's
agricultural export earnings and more than 80% of the value of marketed
cereal production. The main food crops are maize, cassava, millet and
bananas. The cash crops produced by smallholders include the major tree
and bush crops such as coffee, tea, cashews and cloves as well as annual
crops of cotton and tobacco. Large-scale farming is confined to livestock
and a relatively small number of estates producing sisal, tea, coffee,
sugar, wheat and rice.

2.4 Land capability. The country can be divided into four
agro-ecological zones: highland, coastal, western and central. These are
distinguished by the export crops which are grown in each region. Coffee,
tea and pyrethrum are grown in the better off highland zone; no export
crops to speak of are grown in the poor central zone. The intermediate
coastal zone produces cashews, coconuts and oil seeds; cotton and tobacco
are grown in the western zone.

2.5 About 83% of farm holdings are less than two hectares in size.
The very productive highland areas are over-populated and farms are small
and fragmented. In other regions, technological constraints and labor
shortages determine the small size of the holdings. Peasants in the
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highland region are better off than the urban minimum wage eariner, but not
the peasants in other regionis. All farmers produce a variety of food anld
cash crops mainly irn order to maximize the benefits per unit area and also
to minimize the losses iTI case of drought and disease. Most farm families
rely oxi human labor as a source of ernergy to accomplish various
activities. Therefore the capacity to increase production is limited by
the size of the family and the tools available. Other constraints include
the lack of technologically suitable and economically rewarding crop
packages.

Table 2.1: INDICES OF ARICULTURAL PRODUCTION, 1960-80, AND NATIONAL
MILLING CORPORATION PURCHASES OF PREFERRED STAPLES, 1970-801/

Total Total Food Per Capita
Year Agric. Crops Crops Total Crops Food Crops NMC Purchases

1960 73 72 73 99 97 -
1970 101 97 103 102 103 100
1971 104 106 106 102 103 52
1972 107 109 109 101 103 70
1973 110 112 112 101 103 50
1974 106 108 111 94 99 19
1975 123 122 135 106 117 41
1976 125 124 138 105 115 52
1977 125 122 139 102 113 90
1978 130 128 146 103 115 90
1979 128 124 143 98 109 71
1980 128 123 141 95 105 46

I/ 1969-1971 = 100; 1970 = NMC 1970/71 crop year.

Source: United States Department of Agriculture and MDB, Ministry of
Agriculture.

2.6 Institutional changes. Since Independence, the Government has
wrestled not too successfully with the difficulty of extracting a surplus
from its largely subsistence agricultural sector for investment. Up to the
mid-1970s, the strategy in agriculture generally emphasized the
transformation of the institutionial structure of rural development over
measures designed to increase agricultural productivity directly. The
villagization program was designed to bring the scattered rural population
into more manageable units in order to improve the supply of economic and
social services; to enlarge the area that could be cultivated with communal
practices and to encourage more grass-roots participation by peasant
cultivators in the decision making process. Another vehicle was increased
state control over the crop marketing agencies. It was thought that greater
scale economies were to be had from larger, vertically integrated marketing
and input supply firms (parastatals) for each crop. These institutional
changes undoubtedly had an adverse impact on agricultural production but it
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is difficult to say how much. ImplemelLtatioll of these programs provided
evidernce of poor plannLirng and admiristrative weakness. Ir, mauy cases, the
pace of change was too rapid. Inisufficienit time was allowed for producers
to adapt to major changes before modificatiorns were initroduced (for
example, chaniges in the input distribution system) or atl entirely different
approach tried as with the abolition of the role of cooperative unioas in
marketing.

2.7 Production tren.ds. Overall per capita agricultural production
appears to have kept pace with population growth up to 1978, but it has
since fallen off (Table 2.1). Nation,al income statistics show average
annual real rates of growth in agricultural productiorn of 4.3% from 1970-78
with subsistence agriculture growing at 5% per aLnum. Since 1978 output
has declined by 2.9% per annum with subsistenice production declininLg the
most, at 8% per annum. The statistical basis of the estimates of
subsistenice production is weak and the trends may be exaggerated. However,
average GDP growth rates in agricultLce of 3.5% per annum are cornsistent
with finLdings that rural starndards of nutritiorn do not appear to have
fallern for most of the past decade.

Table 2.2: MARKETED PRODUCTION OF CROPS, 1970/71-1982/83
('000 tons)

Average Average
1970/71 to 1978/79 to
1973/741/ 1982/831/ Percent Change

Food Crops 2/

Maize 102.4 132.2 29.1
Rice 47.9 22.9 -52.2
Wheat 43.6 27.3 -37.4

Export Crops

Cotton 71.3 52.5 -26.4
Coffee 48.0 56.2 17.0
Sisal 170.3 78.9 -53.6
Tea 11.4 17.2 50.8
Cdshewnuts 126.6 46.1 -63.6
Pyrethrum 3.5 1.8 -48.6
Tobacco 14.0 15.5 10.7

1/ Data refer to crop years (generally July-June).
2/ Official purchases by the NMC.

Source: MDB, Ministry of Agriculture.
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2.8 Data limitationis make it very difficult to provide reliable
estimates of food crop production. The National Millinig Corporatiol, (NMC)
is the official purchaser of food grair,s and tren,ds in marketed output
serve as a proxy for tren.ds irn food output. But this is at best a rough
guide since NMC procures oInly about 10% of total food grairn production and
trenids i.. marketed output have always been erratic in Tanzania since they
deperd critically orn ar,nual fluctuationts irL weather corndition,s alLd on the
extert of crop reten,tion by the producers. There is also evidernce that
irncreasir,g quantities of food grairLs are traded inl informal markets. The
data in Table 2.2 suggests that the marketed output of maize inLcreased at
2.6Z per anrnum over the past decade, whereas the output of wheat arnd rice
declined. There has also beern a substantial inicrease irn official purchases
of the less preferred staples - cassava, millets and sorghum. The
iniclusiona of these crops inl official marketirLg chantnels from 1973/74 antd
in,creases in producer prices led to a rapid expansioll of the acreage
plarnted to these crops especially irn the drier regionLs such as Dodoma and
Shinyaniga.

2.9 Prior to the severe droughts of 1973/74 and 1974/75, food crop
productiorn appeared to be more or less iIn balauce with demarnd. Variations
irn the crop season, either permitted exports or necessitated limited
imports. Iin 1973/74, about 450 thousand metric tons of cereals had to be
imported out of which 140 thousan,d tons of maize meal was distributed as
famine relief. In 1974/75 about 270 thousarnd metric tons was imported.
The cultivation of maize has expauded conisiderably in the last decade. It
is InOW the mairn food crop for more that, 50% of the population,.

2.10 The productiorn of wheat inrcreased steadily from the early 1960s
reaching peak procuremernt levels of 57,000 mt inr 1971/72. This was
followed by a massive drop itn 1973/74. Sirnce thern procuremernt has
stabilized at 25-30,000 mt in large part because wheat is a very import
irntensive crop. Paddy production has ir.creased steadily sin,ce the early
1970s with sigrLificant production, rnow comirng from the parastatal farms
managed by NAFCO. Overall the production, of maize axnd drought staples
appears to have increased at about the rate of population, growth for
most of the past decade but has growrn more slowly since 1980.

2.11 The trends in the marketed output of export crops are better
estimates of productiorn trends except for leakages through smugglirng.
Table 2.2 indicates that there has been a steady decl±ne lr the production,
of cottont, sisal and cashewnuts; coffee and pyrethruo have stagnated,
tea an.d tobacco have increased. Overall the trends irndicate a declirne iln
the production of cash crops for export. The explanLation for this has most
often beeu scught irn the shift iu relative prices in favor of food crops.
But analysis of the longer run trends irn agriculture indicates that the
sector also faces longer term growth problems. The years of peak output
are urnderlined in Table 2.3. For cotton and sisal, two major commodities,
the peak goes back as far as 1969-71 while the peak for cashew was inr 1973,
for cloves il 1972, sunflower in 1971, paddy irn 1974 and wheat irn 1972.
Coffee production has staguated and only the production of tea and tobacco
has increased.
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2.12 Pricing Policies. Up to 1973/74 price policy appears as an
essentially passive by-product of institutional innovations designed to
create a more controlled and uniform structure of agricultural marketing.
Prices were not viewed as an instrument of resource allocation and income
determination. The prices paid to producers varied with marketing costs.
They were the residual, and between 1970 and 1974 there was a 16% decline
in real producer prices of both food and cash crops. The droughts of 1974
and 1975 led to a major re-appraisal of pricing and marketing policies but
this did not prevent a steady decline in real price levels. Prices are
determined by the Economic Committee of the Cabinet after considering the
recommendations of the Marketing Development Bureau which is a World
Bank/FAO technical assistance project under the Ministry of Agriculture.
In making its price recommendations, MDB provides rough estimates of the
rates of return to farmers based on the little that is known about cross-
supply elasticities, costs and availability of inputs etc. but the price is
still very largely determined as the residual after marketing costs.
This procedure has had an important part to play in the decline in the
producer prices for export crops.

Table 2.3: PRODUCTION OF MAJOR AGRICULTURAL COMMODITIES, 1971-80
('000 Metric Tons)

1969-71 1972 1973 1974 1975 1976 1978 1979 1980 1981 1982
Average

Coffee 51 48 55 45 58 48 51 48 58 67 55
Cotton 66 65 65 66 45 69 56 60 50 48 45
Sisal 197 157 155 135 123 119 92 81 115 815 60
Tea 9 13 13 13 14 14 17 18 17 16 16
Tobacco 12 14 13 18 14 19 22 17 17 16 16
Cashew 106 126 146 143 117 97 58 41 61 57 40
Cloves 6 15 12 5 8 6 3 6 7 8 8
Sunflower 10 15 12 10 9 7 7 12 7
Sugar 91 92 106 110 96 102 136 130 120 122 115
Paddy 173 17± 204 310 150 172 260 220 215 200 200
Wheat 61 99 78 46 56 58 38 55 68 77 90

Source: U.S. Department of Agriculture. Peak years underlined.

2.13 As shown in Table 2.4, the prices of export crops have fallen
significantly in real terms compared to the prices of food crops especially
after 1973/74. While the real prices of both export and fiod crops
declined between 1969/70 and 1973/74 there was no shift in relative
prices. Thanks to good weather and the coffee boom, both prices moved up
equally by 1976/77 but they have since diverged significantly with the
largest decline taking place in export crop prices. By 1978/79 the export
crops price index was down 13% from its 1973/74 level and the food crop
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Table 2.4: PRODUCER REAL PRICE TRENDS

1969/70 1973/74 1976/77 1978/79 1980/81

Export Crops 100.0 83.5 120.4 72.8 60.3

Food Crops 100.0 83.7 118.1 106.1 72.2

Source: Ministry of Agriculture and ILO Sudy.

Index was up 27%. By 1980/81 export crop prices naa fallen another 17% and
food prices by 32%. Since farmers are responsive to price signals, there
were undoubtedly shifts among crops say from cotton to increased maize
production in some regions but it is equally clear that production and
price trends did not always move together (Chart I). Indeed when
production trends are examined on a crop by crop basis, the data reveal
very little consistency in the supply response of crops to varlous factors
such as drought, declining prices, villagization and new marketing
arrangements.

2.14 The volume of coffee produced has shown little variation despite
the decline in prices, whereas cotton has been In decline since the
mid-1960s. Cotton is grown in areas where declining soil fertility and
climatic conditions - drought followed by flooding have been a major factor
in farmers switching to less rlsky crops. Sisal has alsn been In decline
since 1965. The plants are old and to get back to peak production levels
would require large Investments (S50-100 million; to restore the productive
capacity. Volume has also been affected by villagization and the
unavailability of seasonal labor. Cashews have also been in decline since
the mid-1960s despite a rlse in International prices. Drought, disease,
labor problems, old trees and low producer prices have all played a part.
Tea and tobacco have Increased steadily since 1965 despite droughts and
price declines. Both crops have been reciplents of substantial foreign aid
for smallholder development. The production of pyrethrum, a fairly new
crop, expanded rapidly, especially to the mid-1970s but it has since fallen
off because of declining prices and the inefficiency of the marketing
authority.

2.15 Farmers can and do change cropping patterns In response ti.
changes in price signals, and the evidence suggests that farmers did
exercise this option during the 1970s but general conclusions cannot be
reached from data on partial elasticity responses since the Issue ls not
between crops, but the to:al supply elasticity of agriculture. In short,
one needs to know how much agricultural production would increase if the
prices of both food and export crops were Increased. The short-term price
elasticity for the agriculture sector on a whole has been estimated to be
.03 over 1975-81.1/ This coefficient is somewhat lower than comparable

I/ See Marian Bond; 'Agricultural Responses to Prices in Sub-Saharan
African Countries-, IMF Staff Papers, December 1983. The long run
price elasticity Is reported to be .15. However, given the
unreliability of data in Tanzania, the exact numerical values
are only illustrative and should be used with caution.
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estimates for other Sub-Saharan African countries. Of course in the long
run the agricultural response would be stronger if non-price constraints
including institutional reforms were tackled.

2.16 Marketing. The institutional structure of the export crop
marketing and farm input supply system was drastically altered during the
mid-1970s. The crop marketing boards and cooperatives were replaced by
parastatal agencies and the village functioning as a cooperative unit. The
parastatals function as vertically integrated firms carrying out
procurement, supply, services, transport, distribution, storage, processing
and marketing of crops for which they are responsible.

2.17 Given international price levels, the prices received by the
farmers are determined by the operating efficiency of the parastatals which
has deteriorated over the past five years. The benefits of scale
economies, if any, could not be reached because of production declines.
But a major factor has been the rise in the overhead costs of
administration and investment in plant and equipment. Efforts to cut costs
are in progress such as the removal of agricultural extension services from
parastatals to the Ministry of Agriculture and the streamlining of
functions. The reasons for the inefficiency of the crop parastatals vary.
However it is quite clear that the current structure of parastatal costs
does not provide the kinds of incentives needed to maximize marketed
output. (Under the marketing board/cooperative system that existed prior
to 1976, such incentives existed.) Moreover, the cost of a decreasing
level of operations is not borne by the parastatal but by the farmer
(through lower prices) and the public (through lower foreign exchange
earnings). Parastatal costs have a priority claim on export earnings but
the agencies function without penalty even as operating losses rise. A
number of measures are being taken to streamline the functions and reduce
the parastatal costs but greater benefits are likely to come from the
broadening of marketing channels.

2.18 Long-Term constraints. Existing Government structures and
policies towards the agricultural sector have performed badly over the past
decade. The role of prices in stimulating increased production has been
de-emphasized to the point where producer prices were allowed to decline
substantially (30Z-40X) in real terms since 1970. The crop parastatals
have been inefficient in delivering inputs on time and in the right
quantities, and in promptly collecting the harvest and paying farmers.
Emphasis on the pricing and marketing issues should not be allowed to
distract attention from other longer term constraints to agricultural
growth. These include the backward technology of small-scale farming,
environmental conditions which limit the use of ox-drawn cultivation
equipment and inadequate or unreliable rainfall.

2.19 Progress in smallholder production has been severely constrained
by the absence of technological packages adaptable to local conditions.
Asia's Green Revolution applied to high-yielding varieties of wheat and
rice, crops which are not widely grown in Tanzania because they depend
heavily on irrigation and fertilizer. There is need for significantly
greater attention and resource allocation to research on dry-land farming
systems focussing on Tanzania's indigenous crops and livestock. Given the
increasing frequency of drought (4 out of the past 8 years) the development
of irrigation and water management is also of increasing importance.
Measures need to be taken to support small-scale irrigation and the revival
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and rehabilitation of traditional irrigation. Consideraton also needs to
be given to examining the feasiblity of large-scale irrigation projects in
areas proved to be viable for food and cash crops.

2.20 Substantial increases in investment are needed to improve the
technical options available to producers. In the absence of such
investments, an increase in producer prices may bring farmers back to the
production frontier, and a shift in relative prices may succeed in moving
farmers along the production surface from food to cash crops but these
actions alone will not help to raise agricultural productivity or increase
total production.

2.21 Food security. In 1981 the Ministry of Agriculture undertook an
in-depth study of trends in food production and consumption with the
assistance of FAO. The Food Strategy Team concluded that overall
sufficient food is produced in normal years to provide the daily calorific
requirement of 2420 Kcals, but that there were wide disparities in the
availability and types of food among regions.2/ Four of the country's 20
regions (mainland only) were found to be calorie deficient. Within regions
there were large deficits particularly in Dar-es-Salaam, Dodoma, Mwanza and
Tabora and a large surplus in Iringa, Mbeya and Rukwa. Thus while there
appears to have been no decline in rural standards of nutrition, the food
situation in Tanzania remains precarious. Agricultural production being
rain-fed is subject to variations of up to 20% around the trend line, and
the past decade witnessed four drought years necessitating large food grain
imports in 1974-75 and 1980-81. There are food shortages in many areas and
severe cases of protein-energy malnutrition especially among women and
children. The decline in the marketed output of food grains has put
enormous pressure on NMC to meet urban demand which has been growing at 11%
per annum in line with urban population growth, and food prices in
unofficial markets are so high that the minimum wage is not enough to
provide the minimum daily calorific requirements. In fact Tanzania's food
balance is operating within such ularrow margins that one or two poor
harvests could mean famine in the absence of food aid.

2.22 Since 1974 the Government has given priority to food security by
raising the incentives for the production of drought resistant crops like
sorghum, millet and cassava. More recently it has instituted an early
warning system and begun to develop a strategic grain reserve. The
emphasis on food crops has been heavily criticized because it may have
induced farmers to switch from export to these low-value non-tradable cash
crops. It-has also contributed to the accumulation of large stockpiles of
these less preferred cereals. But, given the acute shortage of foreign
exchange, and the drought devastating parts of Africa, these crops have
provided some insurance against famine. For the near term, food security
must be given continued high priority. The rural infrastructure for
storing and distributing food among the various regions is quite
undeveloped. If the country is producing at or near its production
surface, the absence of a cushion of foreign exchange produces a precarious
food situation and a terrible dilemma for a government which needs an
increase in agricultural exports to break out of this vicious circle. In
the longer term, improved food security will come from the implementation
of policies designed to create a more flexible production environment,
increased producer incentives and Government support for agricultural
research and extension services.

2/ Tanzania, National Food Strategy, June 1982.
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C. Industry.

2.23 Tanzania ranks among the least industrialized of the world's low
income countries3 /. At its peak, the small manufacturing sector built up
during the 1960s and 1)70s contributed only one tenth of total GDP. This
share has now been halved.

2.24 At Independence in 1961 Tanzania had very few industries. As
outlined in the Basic Economic Report,4/ they were mostly small-scale or
handicraft enterprises; their value added accounted for less than 5 percent
of GDP, and the sector employed no more than 20,000 people. The
industrial strategy up to 1967 encouraged private investors (mainly
foreign) to develop import substitution industries: sugar, beer,
cigarettes, textiles, shoes, cement, fertilizers, tires and oil refining.
With the Arusha Declaration in 1967 the Government committed itself to
expanding the public sector's role in industry and to reducing dependence
on foreign investment. Consequently ownership of a number of large, mainly
foreign owned manufacturing plants was transferred to the public sector.
In 1974 the Government adopted the Basic Industry Strategy (BIS) which gave
industry priority over the primary sector, stressed the importance of
self-reliance through the use of domestic resources to meet domestic needs,
and proposed simultaneously to develop heavy producer goods and a wider
range of consumer goods industries. Job creation and regional development
were among the criteria to be considered in choosing manufacturing
techniques and plant locations.

2.25 Production trends. From 1966 to 1973, manufacturing output grew
by 7.8% per annum and the sector's share in total GDP increased from 8% to
10%. The major contribution to this growth came from newly developed large
scale industries. However, even before the severe economic setbacks of
the mid-1970s, the growth rate was beginning to slow. Despite increased
parastatal investment in industries producing capital and intermediate
goods, consumer goods industries maintained their share of value added at
60%. Within this total, the relative importance of food industries
declined in favor of textiles and clothing production.

2.26 The first major rise in crude oil prices and the resulting
shortage of foreign exchange slowed down the growth rate of manufacturing
value added to about 6 percent a year between 1973 and 1978, roughly in
line with total GDP growth. During 1978-82 however, value added in
industry decreased by 16.6 percent a year while aggregate GDP grew by 0.4
percent annually. Over this period, industry's share of GDP fell from 10
percent to only 5 percent of the total. The decline in output was steeper
in private induscry than it was in parastatal enterprises although the
private sector still accounts for the lion's share of manufacturing value
added.

3/ Manufacturing output for this group as a whole averaged 16 percent of
GDP in 1981 (World Development Report 1983).

4/ Tanzania Basic Economic Report, No. 1616-TA, December 1977, World
Bank.



- 29 -

Table 2.5: VALUE ADDED IN MANUFACTURING
(Tsh million, at 1966 prices)

(1) (2)
Manufacturing Manufacturing (2) as %
Industry GDP Parastatal GDP of (1)

1966 525 26 5.0
1976 1,063 396 37.3
1977 1,152 449 39.0
1978 1,104 360 32.6
1979 1,244 317 25.5
1980 1,048 241 23.0
1981 761 206 27.1
1982 568 162 28.5

Source: Bureau of Statistics, Ministry of Planning

2.27 By 1980 the share of consumer goods industries had risen to over
70% of total value added. Large and medium-sized food, beverage and
tobacco industries contributed 34 percent of the total; textiles, garments
and shoe industries 19 percent and a further 20 percent came from
small-scale consumer goods enterprises. (It is only in the large-scale,
parastatal sector that there has been some shift away from consumer goods
towards increased production of intermediate and capital goods. The fall
in domestic output combined with a virtual import ban on finished consumer
goods since 1980 are causing severe shortages in the supply of basic
essentials, from cooking oil to soap. The production of agricultural
implements such as hoes and ploughs, and of incentive goods like bicycles,
tires, radios, batteries and corrugated iron roofing sheets has also fallen
sharply. Both the size of decline and the reasons for it vary from plant
to plant. However, overall industrial production is affected by a number
of problems, among which shortages of foreign exchange for raw materials
and spares, poor supplies of local inputs and infrastructural problems loom
large.

2.28 The scarcity of foreign exchange has led to some recent shifts in
the pattern of industrial output. Both private and parastatal management
have shifted to the least import-dependent product lines, and in the
process a growing proportion of basic wage goods is being left
unsatisfied. For example, clothing materials (Khangas) are in acute short
supply because parastatal textile plants like Sunguratex have reduced
production of these goods in favor of more profitable, and less import
dependent, bedsheets and bleached cloth. Similarly, the parastatal shoe
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company, BORA, has reduced output of rubber sandals in favor of higher
priced leather and canvas shoes.5/

2.29 The foreign exchange shortage has also had some salutary
effects. It has forced some manufacturers to become more self-reliant.
Thus a number of textile plants have changed their production lines to use
local cotton instead of synthetics. It has boosted employment in the
informal sector because of a greater need to repair where previously it
would have been easier to replace: this applies to a wide range of consumer
and producer goods from shoes to machinery parts.

2.30 Import liceilses. The Government controls imports through the
licensing system. Until 1983 the Bank of Tanzania issued import licences
every six months with the help of an Advisory Committee on Imports.
Enterprises applying for import licences are classified into five priority
categories and allocations were made according to the applicant's priority
status. This rationing spread imports thinly across most of the sector and
contributed to across-the-board underutilization of capacity. In some
cases, where only part of an import request was allocated, manufacturers
would obtain one type of input while the request for another, inter-
dependent input, was refused.

2.31 The parastatal sector has priority access to foreign exchange
through the export retention scheme and external finance for development
projects. It has also received a disproportionate share of allocations
from the free foreign exchange budget. Manufacturers often submit inflated
import requests in the hope that by asking for a lot they will at least
receive something. The proportion of allocations to requests for imports
of industrial raw materials, machinery and spare parts was only between 5
and 13% during the six half-yearly import periods in 1980-82. By 1983 the
foreign exchange shortage had become so serious that the six-monthly
allocation system was suspended and requests were dealt with on a crisis
management basis. Tanzania Breweries (TBL) and the Tanzania Cigarette
Company (TCC) received most of what they asked for;6/ other parastatals'
allocations depended on their priority status and lobbying strength. The
private sector has very little but this policy has begun to change.

2.32 The proportion of externally funded project-tied imports in total
import allocations during the first half of 1983 fell to a low of 28
percent compared with an average of 45 percent in 1980-82. Since most of
these imports are for 'ndustrial investment projects, both industry's share

5/ Sunguratex production estimates for 1983 were as follows (1980
production in brackets) in '000 meters:

Khangas 325 (5043) Bedsheets 1647 (nil)
Waxprints 1064 (3267) Grey Cloth 976 ( 42)
Kitenge 2056 ( 50) Bleached Cloth 2010 ( 7)

BORA production of rubber sandals in 1982 was only 0.4 mn pairs or 20
percent of output (1.8 mn pairs = 43 percent of output in 1980).

6/ In 1983 TBC was allocated TSh 64 million for imports of raw materials,
machinery and spares, 68 percent more than in 1982.
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of total imports and the investment content of industrial imports appeared
to be lower in January-June 1983 than in the preceding six import periods.
This implies that some adjustment is already taking place, both in the
importance given to industry in relation to other priority sectors and in
the structure of industrial imports.

2.33 Price controls and confinement. The number of goods subject to
price control has been sharply reduced since the program was first
introduced in 1973 to stabilize the cost of living and protect the
Government's wage restraint policy. The National Price Commission was
established and, initially, set ex-factory and retail prices of some 1000
products, mainly consumer goods. The number of price-controlled items rose
to 2,500 by 1978 but was eventually cut back to 251 locally manufactured
and 121 imported products in 1982/83. With supply deficiencies so
widespread, price controls are almost impossible to enforce at the retail
level. The system of periodic adjustments in controlled prices also
disrupts already irregular distribution systems as producers and
wholesalers hang on to stocks in the expectation of an imminent price rise.

2.34 Wholesale domestic and foreign trade operations are restricted to
Government agencies. This system was established to help prevent transfer
pricing and invoicing abuses (under-invoicing of exports, over-invoicing of
imports), to create opportunities for bulk purchasing and to ensure
equitable distribution of essential goods. The confinement system is not
considered a serious marketing constraint in the manufacturing sector
though the bureaucracy involved and payment delays have added to
manufacturer's costs.

2.35 Capital formation. Investment in manufacturing remained strong
through the 1970s despite the slowdown in production. It started to
decline in 1980 due to lower capital spending by the private sector, which
accounted for three quarters of industrial investment between 1976 and
1980. In manufacturing parastatals, meanwhile, annual capital outlays
fluctuated widely, but investment in real terms during 1980-82 was still 35
percent higher than in the preceding 3 year period. Overall, the
manufacturing sector has absorbed a disproportionately large share of
capital expenditure in the economy: while the sector's contribution to GDP
averaged 10 percent in 197b-80 it absorbed on average 35 percent of total
investment.

2.36 The decline in output caused both parastatal and private
manufacturing investment to show negative incremental capital-output ratios
(ICOR). In the parastatals, investment continued at a high level between
1978 and 1982, despite the drop in output. Most of this capital
expenditure was for foreign financed large scale projects that had long
lead times to prepare and construct, and have long gestation periods. Many
were planned in the "good" years before oil price increases and global
recession could have been taken into account. In the private sector, the
ICOR generally showed an upward trend in 1977-79, before turning negative
,.n 1980. Because of low capacity utilization ICOR trends are not
meaningful. However, electricity consumption and depreciacion data suggest
that manufacturing investment since the 1960s has become more
capital-intensive and that capital productivity has declined. This change
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coincided with a build-up in capital intensive intermediate and capital
goods industries, while the potential for new investment in basic import
consumer goods industries was gradually being exhausted. Thus, an increase
in the capital-intensity of new investment was inevitable, even though some
projects can be criticized for choosing technologies Ill-adapted to the
Tanzanian environment.

Table 2.6: INVESTMENT IN MANUFACTURING
(TSh million at 1966 prices and percentages)

1970 1976 1977 1978 1979 1980 1981 1982

Investment in manu- 212 365 541 701 848 841
facturing (3 year
moving average)
of which:
Parastatals 101 128 151 188 236 328 336 320
Private sector 111 237 390 513 613 512

Manufacturing investment
As % of total
investment 14.3 26.5 41.6 36.7 36.9 33.8

ICOR 3.7 9.4 11.0 7.5 8.5 neg.
of which:
Parastatals 2.5 4.7 neg. neg. neg. neg.
Private sector 6.3 2.0 7.4 4.8 9.9 neg.

Source: Ministry of Industry.

2.37 The number of industrial licenses issued in 1981 and 1982
illustrate the downtrend in private investment. Compared with an annual
average of 144 industrial enterprises licensed between 1976 and 1980, 122
licenses were granted in 1981 and only 19 in 1982. Overall, however,
private investment has proved to be remarkably resilient in the face of raw
material and import restrictions, marketing controls, parastatal
competition and a worsening ICOR.

2.38 Foreign assistance made it possible for the parastatal sector to
continue to invest in new plant and machinery, although more and more
existing capacity was standing idle. Donors tend to show preference for
new projects rather than finance rehabilitation or recurrent costs in
existing enterprises. The parastatals, meanwhile, continue to generate new
project ideas for which support is canvassed, and won, among individual
donors. Although foreign-aided investment through the parastatals has not
diverged from the Government's broad industrial strategy, the project
spread is unbalanced. There is over-investment in some sectors, little
interest in the development of essential linkage industries and
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under-spending on supporting infrastructure (transport, water, power).
Generally, there appears to be too little concern for the provision of
appropriate technology and for planned financing of recurrent local and
foreign exchange costs once projects are completed.

2.39 Capacity utilization. Performance varies widely from one
sub-sector and from one plant to another and It is difficult to generalize
from the data available. However, among the 20 industry groups that are
regularly monitored, the proportion working at or below one third of
capacity rose from 40 percent in 1980 to 50 percent two years later
(Table 8.3, Statistical Appendix). The shortage of imported inputs is one
reason; other factors also come into play. A few industries which have
been able to satisfy their import requirements have maintained reasonable
production levels. Thus Tanzania Cigarette Company (TCC) obtained most of
its foreign exchange needs because its products make an important
contribution to Government revenue, and operated at 80 percent of capacity
in 1982. It is also among the most efficiently run industrial
parastatals. Tanzania Breweries, for the same reason as TCC, obtained above
average import allocations, but only managed 60 percent capacity
utilization. Other industries, although they depended mainly on local raw
materials performed dismally e.g., textiles, shoes, leather and gunny bags.

2.40 Machinery breakdowns are another important cause of production
losses. Tanzania's stock of ma-hinery and equipment vividly illustrates
the impact of foreign assistance on industrial development: acquired from
around the world under aid or suppliers' credit arrangements, it defies
attempts at standardization of spares, and requires uneconomical
specialization from the limited number of skilled operators and engineers
available. As often as not it represents the latest in technological
advance and is ill-adapted to local needs and resources. Power and water
supply failures cause frequent stoppages, particulary in regional
industrial locations like Mbeya, Mwanza and Musoma. Completion of some
industrial projects has happened years ahead of the required build up in
infrastructure; here again the problem lie. in a lack of coordination
between donor agencies involved in the development or rehabilitation of
infrastructure, and those sponsoring particular industrial projects.

2.41 Employment and wages. Industrial employment in the formal sector
grew by 7X p.a. over 1979-82. At the end of this period industry accounted
for 16% of total employment, more than three times its share of output.
These data exclude employment in small enterprises which have grown rapidly
as the formal sector satisfied less and less of the demand for manufactured
goods. With more and more people employed to produce less and less, labor
productivity has deteriorated further from the already low levels of the
1970s. By 1982 value added per employee was probably only half what it was
in 1966.

2.42 Lack of recent employment data for private and parastatal
enterprises precludes an up-to-date assessment of relative labor
productivity in the two sectors, but in 1977/79 value added per worker was
one third higher in private industries than it was i: the public sector.
Inflation and a restrictive wage policy have steadily reduced the real
value of average earnings in industry. Notwithstanding a big increase in
social and financial labor-related expenses, particularly in the
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parastatals (food, transport and medical services, low-interest loans and
housing), labor costs are on a downward trend: between 1966 an 1981 they
fell from 46 to 34 percent of value added. Increased payments in kind have
not compensated for the fall in basic wages, and, by extension, in urban
incomes. The gap between industrial and agricultural incomes has narrowed
considerably. At the bottom of the scale a subsistence farmer is now
probably better off than an unskilled industrial worker. This has serious
policy implications, since it leaves the Government with little room to
maneuver on food prices and continued wage restraint.

Table 2.7: LABOR PRODUCTIVITY AND COSTS IN MANUFACTURING

1978 1979 1980 1981

Value Added per employee

TSh at 1966 prices 8,600 10,040 7,640 5,590

1966 = 100 88 103 78 57

Labor costs per employee

TSh at 1966 prices 3,050 3,400 3,000 1,910

1966 = 100 68 76 67 42

Source: Appendix Table 8.1

2.43 Manufactured exports. Exports accounted for 13 percent of the
value of gross manufacturing output in 1977; by 1981 the proportion had
dropped to only 7 percent. The sector's share of total export earnings
remained around 16 percent between 1977 and 1982 - except in 1980, when it
briefly rose to 28 percent, mainly as a result of barter deals with
neighboring countries. The sector maintained its share of total exports
only because agricultural exports also performed poorly.

2.44 During the 1970s Tanzania appeared to be developing a small but
sound industrial export base. Exports included goods also sold on the
domestic market. This suggests that some industries were efficient enough
to compete successfully both at home and abroad. However, since 1980
exports of goods other than those for which there is no domestic market
(diamonds, sisal and petroleum products) were mostly based on special
arrangements, including debt repayments in kind, barter agreements and
compensatory domestic pricing concessions. They were profitable only in
terms of shadow foreign exchange prices. Some recent export contracts
concluded by parastatals realized as little as one third of the prevailing
domestic market price implying a shadow factor of 1.5 to 3 for foreign
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exchange earnings.7/ However, since industrial production is for the time
being largely for the domestic market, not export oriented, and still
heavily dependent on imported inputs, the cost to the manufacturing sector
as a whole of an upward adjustment in the exchange rate would greatly
exceed the likely increase in manufactured good exports.

2.45 Export incentives consist mainly of import duty refunds, credit
facilities and some priority in the allocation of import licenses.
Manufacturers consider the last to be the most useful. However, they are
inclined to present optimistic export forecasts when requesting foreign
exchange allocations. In practice these are rarely realJzed, and there are
no penalties, even if foreign exchange was granted on the express
understanding that it was to boost exports. Where the Government has
allowed manufacturers to raise domestic prices of goods in order to
compensate for losses made on exports there is no evidence that this has
acted as an incentive to increase or even maintain such exports: the net
result was merely an increase in local prices. The most effective
incentive is probably the system of foreign currency and trust accounts
administered by the Bank of Tanzania. This gives some 25 exporters
preferential access to part or all of their foreign exchange earnings for
imports of certain inputs and has encouraged the beneficiaries to increase
their sales abroad.

D. Transport and Telecommunications

2.46 Tanzania's transportation system was rudimentary at Independence
and it is not much more advanced today. The network consists of about
3,600 km of railroads, 50,000 km of roads, three major and several minor
ports, two international airports and about 50 domestic airfields.

2.47 After the scarcity of foreign exchange, transportation is perhaps
the most serious bottleneck to output growth. Roads are the major form of
transport but Tanzania is losing roads for lack of maintenance and because
many were dirt roads to begin with. The EEC is helping to rehabilitate the
truck fleet of the major parastatals but the privately owned truck fleet
which accounts for the bulk of the freight moved is in even greater need.
The age of the vehicles and the lack of standardization present special
problems. The chortage of fuel and the scarcity of spare parts compound
these difficulties. Truckers will not go to some rural areas because road
conditions are poor and diesel availability is uncertain so incentive goods
and agricultural implements do not get to the producers and crops are
uncollected. Inadequate transportation is thus becoming a major cause of
the accelerating deterioration of the economy.

2.48 Tanzania is a large country with a widely dispersed population,
so that both economic and social activity require the movement of people
and goods over long distances. In addition, the transport system provides
a vital link for the external trade of neighboring countries. The primary
mode of transport is the road network which consists of approximately 2,500

7/ e.g. cement exports to non-regional non-barter markets would fetch
US$40 per ton (TSh 492 at the October 1983 exchange rate of US$1 = TSh
12.3), the local ex-factory price, excluding sales tax, was TSh 1,236
per ton; cigarettes are exported at TSh 60 per 1,000 against a local
ex-factory price, excluding tax, of TSh 90.
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km of tarmac sealed roads, 4,000 km of engineered graveled roads and about
40,000 km of earth roads and dirt tracks. The coastal road from Dar es
Salaam north to Arusha and the TANZAM Highway from Dar es Salaam to the
Zambian border are the main links in the system and provide a reasonable
trunk service for the regions along this route (Mbeya, Iringa, Morogoro,
Coast, and the northern regions of Tanga, Kilimanjaro and Arusha).
However, the road linkages to other regions, in particular Lindi, Mtwara,
Ruvuma, Rukwa and Kigoma are not reliable and during the rainy season long
detours are often necessary. Sometimes the roads become completely
impassable.

2.49 Road attrition has become a serious problem. Due to lack of
maintenance, some roads have deteriorated to such an extent that they are
no longer reported as existing. A graphic example oi this phenomenon is
provided by the Third Highway Project (Credit 586-TA). This project was
approved in 1971 and included 475 km of new feeder roads in the Geita and
Mara regions. A draft OED Audit Report (December 1981) concludes that due
to lack of maintenance all of these roads are now impassable and probably
in no better condition than before the project was started.

2.50 Based on a total road network of about 50,000 km, the average
road density is about 2.9 km of road per 1,000 inhabitants (among the
lowest in Africa) or 5.3 km of road per 100 sq. km of total land area. The
road network was originally designed to provide links to the rail and port
system, and the density of the network still tends to reflect these links
rather than economic needs and transport demand. Inter-regional road
commodity flows account for about 2.1 million tons. However, the most
important agricultural regions -- Arusha, Kilimanjaro, Morogoro and
Tanga -- account for about 45% of all marketed agricultural production in
the country (totalling about 850,000 tons/year) but their combined road
network accounts for only about 24% of the total. On the other hand,
Tabora and Mbeya account for 9.5% of all agricultural production but have
19% of the country's road network. The Dar es Salaam region is by far the
busiest and most significant focus for traffic: about 44% of all traffic is
destined for Dar es Salaam/Coast region, 13% for the Tanga region and 11%
for Arusha/Kilimanjaro regions; the balance of 32% is distributed fairly
evenly among the other 11 regions, while very small volumes of freight are
destined for Singida, Lindi, Shinyanga and Kigoma.

2.51 Road Maintenance. The steady deterioration of the existing road
network is due to koth the lack of resources and institutional weakn-esses.
In 1973, the Government handed over responsibility for the planning,
construction, and maintenance of secondary, district and regional roads to
the regional authorities, leaving only trunk roads to the Ministry of Works
(MOW). Shortages of qualified staff, equipment, workshop facilities and
funds as well as jurisdictional and supervisory problems, have adversely
affected the operations of both MOW and the regional authorities.
As a result, apart from important bitumen roads, the road network is in
poor condition.

2.52 From FY74 to FY76, recurrent expenditure by MOW on roads (and
aerodromes) was fixed at around TSh 45 million (US$6 million) per annum
which was totally inadequate to meet normal maintenance requirements. From
FY77, the amount was increased substantially, reaching an estimated TSh 178
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million (US$25 million) in FY80. Similarly, recurrent expenditure on
regional road services has almost doubled from TSh 63 million in FY76 to
TSh 123 million in FY83. However, because of inflation and the shortage of
foreign exchange, these increases were not enough to prevent further
deterioration in the condition of trunk roads. Until the level of
resources and the standard of maintenance can be raised to acceptable
levels, there is little point in further extending the road network.

2.53 Road traffic growth in Tanzania over the p&st five years has been
estimated at only 2%-5% per annum, which is much below the rate of 7X-8%
per annum prevailing in most other East African countries. This low growth
is attributed to the reduced producrion of cash crops and the poor state of
the vehicle fleet, but it could also be a reflection of the poor quality of
the data available. No comprehensive traffic counts have been taken since
1974.

2.54 The motor vehicle fleet in 1975 totalled 105,000 and most of it
was privately owned. The size of the fleet is probably the same today, as
the imports of private cars have been restricted since 1974, and the only
vehicles which have come into the country do so under project loans. New
motor vehicle registrations fell from a peak of over 10,000 in 1970 to less
than 5,000 in 1976, and although they have since recovered somewhat, they
remain lower than in the late 1960s and early 1970s.

2.55 The trucking industry carries over 6C: of the country's internal
freight traffic. About 60% of the trucking fleet is owned by private
operators and 40% by public transport companies and parastatals. Private
operators handle the bulk of the freight moved as they are more adept at
finding spare parts and return loads. The Bank Group is currently
financing a trucking project to provide 247 trucks and 65 trailers to five
of the ten Regional Transport Companies (RETCOs). This project is
proceeding satisfactorily and should be completed by the end of 1984. Ihe
capacity of the fleet could also be Increased through rehabilitation and
improved maintenance of the existing fleet. The EEC is halfway through
implementing a two year program to rehabilitate 700 trucks and 600 buses
belonging to parastatals.

2.56 Railroads. The network Inherited at Independence was designed to
meet the needs of an economy geared to the production and export of
agricultural raw materials. During the 1960s, the Government added
interconnecting links to the older system and in 1970 construction was
stariod on a new line running from Dar es Salaam to the Zambian border with
financial and technical assistance from China. The railroads are operated
as two separate systems. Until 1977, the Tanga and Central lines were part
of the East African Community network operated through the EARC. After the
breakup of the EAC, Tanzania established its own railway corporation
(TRC). The line to Zambia is operated by TAZARA, which is a public company
jointly owned by the two countries. Although the tracks of both systems
run into Dar, the rolling stock is not interchangeable because the tracks
are of different gauges. TAZARA has 1.067 meter track and the older line
has 1.0 meter track.
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2.57 The TaTizania kailways Corporation's (TKC's) mair system was
completed in 1914. Althougih the couditiou of the track is quite good, the
60 lb/yard rail is totally .inadequate for present-day traffic
requiremen,ts. A program tor replaciiag the track with 8u lb/yard rail is
underway but onaly a vtry smnall portion has beet, completed. The railway is
also hai&dicapped by shortages of rolling stock and mpare parts, ilnadequate
workshop facilitles, a lack of skilled staff and weaknesses in
administrative urganization an,d managemei.t. These problems were
exacerbated by the breakulp of the Eatt African Rallways Corporation (EARC)
it, 1977. The mait, maisteaaaiace facilities for EARC were located in Kes,ya
atnd are now unavatlable to TKC. The computer programmiag systems of EARC
were also in KenayA a,.d aN a result, TRC inow must record and antalyze its
operatioinal data miazaunily. This, combined with severe shortages of trained
staff aoid the lack of nn ettective commun.icatious system has made
maaagemetnt very difficult. It particular, wagon, mainagemet,t is almost
non-existetnt, further aggravattig the problems caused by shortages of
rolling stock. As a result, TKC's utilization. rate has declinied steadily.
Since 1972 the total goods tratfic has fallenL from l.b8 nilliorn tors to
1.08 million to:as it, 1980 at .about b% per antnum.

2.58 Railways operationAs were started irk 1975 on the niewly completed
TAZARA line from liar es Salaam to Zambia. The line has largely beer, used
to move Zambia's trade to anid from Dar es Salaam Plort. With competition
from the TANZAM highway, port congestiot Int Dar es Salaam mad the periodic
openinkg up of alternative routes from Zambia to the coast, the TAZARA line
has not been as tully utilized as had been. expected, and the conditIon of
the railway has deteriorated due to the lack of traiined staff. The railway
was design:ed for a capacity of 2.0 million tons. It handled 1.27 million
tons It :he peak year 1978 atkd only 0.92 million tkons in 1979. The
estimated artkkual carry!iLg capacity of TAZARA and the TRC r.ow exceeds the
current level of deman.d. This assumes, however, that the turnaround time
for wagotns ir TAZARA will be decreased from the 53 days currently observed
to 33 days, as it, the period 1976-78.

2.59 Tanzai.ia Ra' lWay Corporation (TRC) 's It, the process of
modernizing its facilities under a TSh 2,100 millior program for which
externaal assistance has bee: secured. A request for a further TSh 1,100
million will be d4scussed at a pledgiug co%ferenace scheduled for May 1984.
The rehabilitation work carried out over the past thre.e to four years Is
beginrarig to show results in terms of a recovery in freight and passenger
traffic, from the low levels experienced in 1977. For the future, TKC
needs to concentrate o:L employlIng its existinrg assets efficiently and
improving its operatiotnal and analytlcal capability through recruitment and
trainnlg.

2.60 After the precipitate decl ne in Zambian traffic over the system
from 937,000 tOrts irn 197b to 451,000 tonLs i.. 1979, TAZARA traffic has
started to recover. Th s has been, ma..,ly due to supply (under FRG
financing) of new a;,d re-e;gi..ed locomotives. TAZARA's managerial and
operatiotLal limI tatlo:s are also very ser:ous and ChInese expertise has
been brought back to assist. A Bank Group fina:.ced study of maaagement,
staffing and operations is due for completion in May 1984.
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2.61 Ports. Following the collapse of the EAC, the East African
Harbours Corporation (EAHC) ceased functioning and the Tanzania Harbour
Authority (THA) was established in July 1977 to take over its functions.
The Ministry of Communications and Transport (MCT) is responsible for the
general direction and control of the ports. Although up-to-date accounts
are not available, the information available suggests that the financial
operations of the ports are satisfactory. THA's tariff structure has been
sound and its earnings sufficient to cover the cost of its operations
including debt service obligations. However, in order to meet the local
currency component (about TSh 400 million over four years) of the proposed
Dar es Salaam Port Project, the current rate of internal cash generation
will have to be increased through improved efficiency and higher tariffs.

2.62 The three main ports operated by THA, all of which have well
protected natural harbors, are Dar es Salaam, Tanga, and Mtwara. The
primary port at Dar es Salaam serves Tanzania, Zambia, Burundi, Rwanda,
Zaire, and to a lesser extent, Uganda. The principal port of Dar es Salaam
was over congested in 1977 because of the need to handle Zambia's foreign
trade but since 1977, the number and tonnage of ships calling at Dar es
Salaam, as well as the total cargo handled has been falling. In part this
reflects lower export and import volumes but it has also resulted from a
reduction in the efficiency of port operations, leading to delays in
loading and unloading and a diversion of traffic, especially to and from
Zambia, to other ports. Dar es Salaam Port has very few special handling
facilities (e.g. for bulk commodities and containers), and the availability
of conventional equipment (e.g. cranes and forklifts) has been reduced by
inadequate maintenance. Stevedores lack suitable handling gear for use
aboard ships, and there is a shortage of trained supervisors. Already,
some improvement in cargo handling has resulted from the assignment of
spec'fic gangs to each berth, the institution of shift targets and the
payment of bonuses when cargo handled by the gangs exceeds the targets.

2.63 THA is feeling the pressures on its operational and managerial
capacity resulting from the advent of containerization. This traffic is
expected to grow rapidly from about 0.2 million tons in 1982 to 1.1 million
tons in 1992. The port also experiences difficulties in handling grain
efficiently. These problems are being addressed under the Harbors project
through the financing of physical investment and the provision of technical
assistance and training.

2.64 The other two main ports have also been experiencing problems.
Traffic at Tanga Port -- mainly sisal, coffee and tea exports and imports
-- has stagnated over the past five years. Two coffee and tea storage
sheds recently burnt down and their replacement is urgently required.
Mtwara Port, despite its natural advantages, is presently underutilized due
to the lack of development in southern Tanzania and the poor inland
transport network. The volume of traffic handled at Mtwara in 1979 was
only just over half the peak level reached in 1974.

2.65 Civil aviation. Domestic air services are particularly important
in Tanzania because of the vast distances, difficult terrain and limited
road network. As with the other transport modes, civil aviation was
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seriously affected by the break-up of the EAC. To compensate for the
collapse of the East African Airways Corporation (EAAC), Air Tanzania and
the Directorate of Civil Aviation were established in 1977. The planning,
construction, operation and maintenance of airports is under the
jurisdiction of the Ministry of Works, while the authority for licensing
and determining the adequacy of airports lies with the Directorate of Civil
Aviation. The two main international airports are Dar es Salaam and
Kilimanjaro. Of the remaining 50 or so airfields, only those at Mtwara,
Tabora, Dodoma, Mwanza, Iringa, and Zanzibar have paved runways; others
have gravel, dirt or grass strips in varying degrees of serviceability.
Air Tanzania offers scheduled services to the main towns but schedules are
subject to frequent revision due to runway conditions or aircraft
availability.

2.66 The improvement of domestic air services could play an important
role in the country's future development and a comprehensive plan needs to
be drawn up for the development of civil aviation facilities. Such a plan
would need to address four major issues. Firstly, priority must be given
to rehabilitating the domestic airport system in line with projected growth
in demand,8/ taking into account the potential contribution of other
transport modes.9/ Financial assistance for modernizing Dar es Salaam
airport, which is sub-standard in almost every respect is being provided by
the French Government. Secondly, special attention must be given to
upgrading communications and navigational aids and the distribution of fuel
supply depots. Fast and reliable communications are essential for
notifying aircraft of weather and airport conditions, and for load and
route planning. Aircraft often cannot locate airfields under adverse
weather conditions because of inadequate navigational facilities and
aircraft mus:. often carry enough fuel for the return trip. This
drastically reduces the amount of revenue traffic which can be
transported. Thirdly, the standard of maintenance has to be improved. In
addition to more spare parts and better workshops, this will also requirc
an experienced and better motivated work force. Finally, there is an urgent
need to introduce more comprehensive training programs. At present,
Tanzania has no training facilities and training abroad is expensive and,
in some cases, unsatisfactory. To develop a local institute to provide
operational training at all levels--pilots, mechanics, and safety
personnel--would be a costly undertaking and to succeed, would have to be
supported by other countries in the region and supplemented, at least in
the initial years, by advanced instruction overseas.

2.67 Telecommunications. Internal and external telecommunications
services are essential to Tanzania because of the poor transport
infrastructure and inefficient delivery system, particularly as this
relates to the agricultural sector and export market information. With the

8/ Historical traffic figures do not provide an accurate indication of
demand due to the frequencv of restricted and disrupted services.

9/ Air services are not particularly efficient on the routes connecting
the islands to each other and to the Mainland, which involve heavy
traffic volume and short distances. For these routes, and especially
for freight services, sea transport could be considered.
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breakup of the East African Community, the Tanzania Posts and
Telecommunications Corporation was established in 1977. In Tanzania the
number of direct telephone exchange lines (DELs) in service per 100
population, at about 0.2, is among the lowest in the world. The number of
telephones connected to each DEL at 2.3 is high and this is detrimental to
good services. Nevertheless, demand for services greatly exceeds ?TC's
capacity for traffic handling. About 45% of all DELs are in Dar es Salaam,
42% are in the regional capitals and the remaining 13% are in the rural
areas.

2.68 The maintenance and improvement of telecommunication services
will play a crucial role in the country's development. A rehabilitation
and maintenance program needs to be determined. Such a program will focus
on the following issues. Firstly, priority will be given to rehabilitating
long distance routes giving access to key agricultural areas. This will
improve the delivery system of imports and marketed production. Secondly,
local network maintenance capabilities will be improved. Thirdly,
international communications will be improved, thus ensuring rapid
dissemination of market information. Underlying each of these is the need
to improve the standard of implementation and maintenance. This will
involve stocking of an adequate supply of spare parts and the introduction
of more comprehensive training programs which will involve both
technical and managerial aspects.

E. EnergylO/

2.69 In 1981, Tanzania's per capita energy consumption was 470
kilograms of oil equivalent (kgoe), which is comparable to other countries
in Sub-Saharan Africa.1"/ Ninety-two percent of the energy is consumed in
the form of biomass fuels such as fuelwood and charcoal while the balance
of 8X is in the form of "commercial" sources such as hydroelectricity, coal
and imported petroleum. The consumption of commercial energy is dominated
by petroleum (91.6%) while hydroelectricity accounts for 8% and coal 0.4%.
Nearly 51% of the commercial energy is used for transport. Industry
accounts for 25% and households for only 12%. The minor share of
households in commercial energy consumption reflects the limited access to
electricity and a suppressed demand for cooking kerosene.

2.70 Petroleum. Between 1975-82, total consumption of petroleum
products grew at an average rate of only 0.6% p.a., compared to GDP growth
of 3.0% per annum in real terms over the same period. Total consumption
actually fell in 1981 and 1982, as did GDP. However, by now consumption
is at a minimum level and further declines can be accomodated only by
eliminating essential activities and reducing living standards, which would
depress the economy even further. Any resumption in demand growth
following a recovery in the economy, could however be moderated by
appropriate policies and measures to improve energy efficiency and bring
about liquid fuel substitution by natural gas, particularly in transport

10/ The information and analysis in this section is based primarily on the
recently completed UNDP/World Bank Energy Assessment Report Tanzania:
Issues and Options in the Energy Sector".

11/ For example, Sudan 324 kgoe, Uganda 350 kgoe, Kenya 430 kgoe,
Zimbabwe 720 kgoe.
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and industry. Although natural gas reserves have been proven, the country
does not appear to have good prospects for liquid hydrocarbons.

2.71 Electricity. Electric power consumption in 1982 amounted to 70
GWh. The per capita consumption was about 36 kWh, which is low even by
African standards. This reflects the depressed state of the industrial
sector and the limited access to electricity (about 3% of the population).
Industry is the largest user of electricity, accounting for about 55% of
sales in i982. Between 1977 and 1980, electricity consumption grew at a
rapid rate of about 12.8% p.a. Since then, despite an increase in the
number of connections, total consumption has fallen at 1.5% p.a., as a
result of the deepening economic crisis. This was caused by low capacity
utilization, project completion delays and cancellations in the industrial
sector--the main consumer of electricity. As a result, total peak demand
in 1981 was only 150 MW compared to available capacity of 296 MW. In the
power sector the most serious problem is the decline in the effeciency and
service reliability of the system. This is a result of lack of spare
parts, essential materials, vehicles, and maintenance facilities. These
problems are particularly pronounced for load centers such as Dodoma,
Singida and Mwanza which are not connected to the main grid. These are
isolated load centers which account for 12% of the available capacity,
depend upon diesel powered generating plants, many of which are in
dilapidated condition due to lack of spares, and operate at a limited load
factor due to shortage of fuel.

2.72 Coal. Sales of coal in 1982 amounted to about 7,700
tons--about 0.4% of total commercial energy consumption. This illustrates
the relatively minor role played by coal in Tanzania to date. Current
consumption is confined to the Mbeya region where the coal deposits are
situated. The combination of relatively poor coal quality, deposit
locations that require costly infrastructure, and other primary energy
options (hydropower, natural gas) indicate that the potential for an
increased role for coal is limited, at least in the shorter term. However,
the Government plans to produce at least 150,000 tons per annum to reduce
the fuel oil requirements of the Mbeya Cement plant and the Mufindi Pulp
and Paper project.

2.73 Biomass Energy Resources. Biamass resources supply most of total
energy consumption (92% in 1981). Fuelwood accounted for 96% of biomass
energy, while the balance (4%) was provided by charcoal. Available data
does not indicate that other biomass fuels (e.g. crops and animal wastes)
are significantly utilized. The rural areas (89% of total population)
depend almost exclusively on woodfuel for cooking and heating. Continued
overcutting and depletion of forest resources close to population
concentrations has dramatically increased the distance travelled and time
spent in collecting fuelwood (average hauling distance is about 3km; and
average time spent per household is more than 75 man-days annually).
Afforestation measures are now seen as necessary in most rural areas for
purposes of soil conservation, catchment areas and fuel wood supply. The
urban population, including small scale industries and service facilities,
use about 6.4 million cubic meters of wood, mostly converted into
charcoal. Supply of charcoal to urban areas is unreliable and expensive
due to transport bottlenecks and the increasing remoteness of
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charcoal-producing forest areas from urban centers. This has resulted in
rapidly rising charcoal prices which put an increasingly heavy burden on
low-income urban dwellers.

F. Population, Nutrition and Health

2.74 The population is growing at 3.3% per annum and fertility
rates are quite high. Family planning officials estimate that not more
than 10 of the women of childbearing age use artificial contraceptive
methods and until recently there was little official support for family
planning. However in 1982, President Nyerere signalled the importance of
moderating population growth and called on the National Parents Association
(WAZAZI) to follow up. CCM, the national party, has prepared a draft paper
which places emphasis on the quality of life of children. Birth control is
now discussed much more openly and has become a much less sensitive
political issue.

2.75 The National Family Planning Associaton, UMATI, a
non-governmental organization established in 1967, operates three model
family planning clinics, disseminates information, procures and distributes
contraceptives and conducts training programs. UMATI operates within the
policies established by the Ministry of Health, and most family planning
services are delivered by staff in about 2,000 clinics operated by the
MOH. USAID has financed 18 schools in 17 regions which provide 2-year
training programs for MCH aides (11 schools), village midwives (4 schools)
and nurses (two schools). The impact of the training has been less than
expected. The curriculum and field work in family planning for MCH aides,
which was reduced to half the original plan, has not provided sufficient
experience to give the MCH aides confidence in delivering family planning.
Consequently the MCH aides have been diverted to other tasks. Official
policy does not allow MCH aides to dispense contraceptives, although in
practice some district medical officers delegate this responsibility to
"trusted" MCH aides. USAID has proposed a four-week retraining course for
existing MCH aides to increase their family planning skills and a two week
orientation course for nurses and rural medical aides to support the MCH
aides.

2.76 The future supply of contraceptives is uncertain. IPPF was the
principal source of financing until 1980, when UNFPA accepted this
responsibility. Since 1980 the $225,000 per annum provided by UNFPA has
been inadequate to meet the demand for oral contraceptives. UNFPA
estimates that four million cycles are needed which would cost
approximately $800,000 per annum. Attempts to diversify the mix of
contraceptives, to increase the use of IUDs and to reduce the proportion of
acceptors relying on expensive oral contraceptives, have had little impact.

2.77 Although no surveys have been done, UMATI and UNFPA believe that
the demand for family planning exceeds supply in urban and some rural areas
because of housing limitations, land pressure and the cost of raising
children. One field worker of UMATI in each region promotes family
planning by organizing UMATI local chapters ii villages, holding public
meetings and providing educational materia' a for MCH clinics. In October
1982, UNFPA organized a workshop to introduce sex education in the school
curriculum and teacher training colleges.
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2.78 These recent changes in political attitudes and in the public
demand for family planning should make possible significant expansion of
fertility control. Assistance will be needed mainly to retrain staff, to
assure the supply of contraceptives and to strengthen information
activities. Absence of a focus for population in the Ministry of Health
(MOH) is a handicap in dealing with these problems. UNFPA believes that
functions such as training of trainers for MCH aides and other
health personnel, distribution of contraceptives and monitoring and
evaluation should be undertaken by MOR staff.

2.79 Nutrition. The Tanzania Food and Nutrition Centre (TFNC),
reports that 10-25% of children were moderately malnourished (60-80% weight
for age) and 0.5% to more than 2% in some regions were severely
malnourished (less than 60% weight for age). There are substantial
differences among communities. In general, food production is adequate.
The key problems are infrequent feeding (young children only receive 1-2
meals per day in some regions), seasonal shortages of food and income, and
poor storage of grains and packaging and distribution of fruits and
vegetables. Malnutrition is also fairly common among women in the rural
areas.

2.80 A draft food and nutrition policy has been developed after an
extended process of interviews and committee study involving all relevant
ministries. The draft is expected to be submitted to the cabinet early in
1984 after final comments are received from the ministries. TFNC does not
implement nutrition projects. It works to ensure that nutrition is
properly considered by the planning units of the central ministries of
agriculture, rural development, education, health and social welfare in the
formulation of their programs. It also gives courses for planners at
regional and district levels. SIDA currently supports nutrition in health
education, and a grant from Italy, to be administered by WHO/UNICEF for
primary health care and nutrition is expected.

2.81 Health. No recent health statistics are available but it seems
likely that the tremendous progress which was recorded in health care up to
the mid-1970s has halted. Infant and child mortality rates are quite high.
It is estimated that one in every 4-5 children die before the age of five.
Maternal mortality in hospitals is 28 per thousand hospital deliveries. A
review of the problems of patients in several dispensaries. health centers
and hospitals confirmed that the principal causes of morbidity in children
are malaria, respiratory infections, gastroenteritis, measles and
malnutrition. In adults, infectious diseases and trauma still
predominate. Schistosomiasis and leprosy are also prevalent.

2.82 Since 1972 the Government has given priority to rural health
services. An extensive infrastructure has been established with 2,300
dispensaries, each serving four to five villages, 300 health centers each
backing up 3-4 dispensaries, and district and regional hospitals. Medical
assistants, rural medical aides, health assistants and MCH aides have been
trained to staff these facilities. More recently, a village health worker
program has been initiated on a pilot basis to overcome the isolation of
the dispensaries from villages and to facilitate health promotion and
preventive activities in conjunction with community organizations. The
pilot project in the Arusha region will be evaluated before the village
health worker program is extended nationally.
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2.83 The present facilities and manpower are believed by MOH to
provide access to basic health services for 90% of the population (70%
within 5 kilometers of a fixed facility). However, performance of the
system has fallen short of expectations due to lack of in-service training
for staff; breakdown of the transportation system necessary for outreach
activities, supervision, referral and supplies; shortage of foreign
exchange for important equipment, replacement parts, supplies such as
kerosene for cold chain freezers, and drugs such as antibiotics and
ointments; and inadequate management to meet the challenges of a dispersed
rural health system.

2.84 One of the most serious problems for the entire health system is
poor motivation of doctors and other health workers. The problem is partly
due to the lack of material incentives to performance, inability to dismiss
staff for poor performance and lack of adequate supervision and continuing
education. Lack of competitive career prospects for doctors is blamed for
the recent very high attrition rate of medical students, although other
factors such as a deterioration in the quality of the students due to new
entrance policies may be important. In 1982 only 12 doctors graduated from
the medical school in Dar es Salaam rather than 40-50 which would have been
expected. Retention of health workers in the rural areas is made more
difficult by bleak living conditions, isolation and lack of housing. Young
female workers, in particular MCH aides, frequently leave the rural
postings when they marry.

2.85 External support for the health sector has come from the USAID
for MCH, from DANIDA for a vertical, expanded program of immunization and
from SIDA for health education. UNICEF will administer a DANIDA grant of
US$10 million over three years beginning in 1983 to supply essential drugs
and to strengthen drug pro,curement and distribution (including an effort to
overcome the unconstructive competition of two government parastatal
agencies which procure and distribute drugs). Italian funds administered
by WHO and UNICEF are expected to be available for primary health care and
nutrition in 1983. According to the staff of MOH's Planning Unit, the
limited management capability of the MOH is an impediment to the effective
use of substantial additional external funds.

2.86 In summary, Tanzani. has in place a reasonably complete
infrastructure for preventative and curative health services, but
performance of the system is unsatisfactory. The priority at this time in
the health sector is to consolidate and upgrade the quality of existing
services. Efforts should be concentrated on: (i) retraining staff through
short refresher courses and in-service continuing education, preferably at
the working site; (ii) rehabilitation of older health centers and
dispensaries, supply of essential equipment and provision of electricity,
water, sanitation and staff housing where needed; (iii) improvement of
transportation capability by establishing effective vehicle maintenance and
supply of spare parts and fuel; and (iv) strengthening management,
supervision and evaluation at all levels of the system. Improvements will
have to be achieved without increasing significantly the demands on
government for recurrent budget support of the health sector.
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G. Education

2.87 Education has been accorded very high priority since
independence. The First Plan (1964-69) emphasized primary education. The
Second Plan (1970-74) stressed curricula development and reducing the costs
of secondary schools. The Third Plan emphasized increased female
participation in secondary education; and the Fourth Plan (1982-86)
emphasizes increased secondary school education, expansion of teacher
training and improved quality. In 1980 President Nyerere appointed a high
level commission to review progress to date in the education sector and to
establish priorities for the future. The report of the commission which
was issued in 1982 stressed the need for higher secondary school
enrollments and an increased proportion of day students to reduce costs.

2.88 Between 1977 and 1982, enrollments in primary schools increased
by about 14% per annum bringing the total to about 3.5 million (48% girls),
representing 98" of the 7-13 age group. The emergency measures undertaken
for this noteworthy achievement included training about 45,000 primary
school leavers as teachers. However, the quality of education has suffered
from the lack of textbooks (only 10% of requirements were available) and
the poor accomodation at most schools. During this period, secondary
schnol enrollments increased at less than 4% per annum, representing a
participation rate of only 3% of the 14-19 age group, among the lowest in
Africa and the world. A recent UNESCO studyH / showed that enrollments
could increase by up to 50% in the public schools with increased
utilization and the addition of day students. The survey also found that
because of a lack of normal maintenance, the condition of most public
schools has deteriorated sharply and that rehabilitation is urgently needed
to return them to acceptable operational standards. Shortages of qualified
teachers, equipment and textbooks also add to the low quality of education.
The shortage of suitable candidates, especially in science/math for the
University and technical colleges is frequently cited as an important
constraint to development. The facilities at teacher training, technical
colleges and the University of Dar es Salaam are severely under-utilized at
present because of the lack of good secondary school graduates.

2.89 The development of vocational/technical education by ministries
other than the Ministry of Education has been very significant but these
specialized training programs have evolved without adequate coordination
and there are indications of duplication and high costs. The Ministry of
Labor has responsibility for vocational training for industry, agriculture,
community services and self-employment in five vocational training centers
with a total capacity of 2,200. It is estimated that twice this capacity
is needed and the Government plans to extend vocational training to each
region over the next five years if the resources are available.

2.90 Government expenditure on education increased from TSh 1.5
billion in 1978 to TSh 2.9 billion in 1982 or 7.7% of GDP. Over this
period the share of education in recurrent expenditures declined from 22%
to 17%. The percentage breakdown of recurrent expenditure in 1982 was as

12/ MOE/UNESCO, Survey of Educational Facilities in Secondary Schools and
Teachers Colleges in Tanzania, Mimeograph 1981.
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follows: primary 52, secondary 14, teacher training 6, higher education
14, adult education 7 and administration 7. Unit costs per student are
particularly high for secondary and higher education because of the low
student/teacher ratio and boarding. To remedy this situation the
Government is emphasizing the expansion of secondary education and
considering charging fees and facilitating enrollments in private schools.
Efforts will also be made (including support under an ongoing education
project and the proposed Eighth Education Project) to improve the quality
of education through upgrading teacher training, science/math teaching,
inspection, increased provision of textbooks and rehabilitation of schools.
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Chapter 3 - RESOURCES FOR DEVELOPM.NT

A. Introduction

3.1 Successive external shocks and the decline in economic activity
over the past decade have resulted in a severe squeeze on domestic and
external resources available to sustain output growth and ma.ntain
Tanzania's productive capacity. The resource constraint is evident in
budgetary and balance of payments deficits of 12%-15% of a much reduced
level of GDP. Adjustment on the external accounts has taken the form of
reducing imports so severely that the economy is operating below its
already low level of capacity and much of the country's capital stock is
deteriorating for want of adequate maintenance. The Government has also
been unable to curtail the size of the fiscal deficit despite efforts to
raise revenue, cut real wages and reduce development expenditures by 12%
per annum in real terms over the past five years. Increased reliance on
domestic bank borrowing is accelerating inflationary trends in the economy
and arrears on external debt are increasing. This chapter examines trends
in the fiscal accounts and the balance of payments over the past decade.

B. Public Financel/

3.2 Table 3.1 provides a summary of Central Government operations.
It shows that from FY71 to FY78 Tanzania's fiscal position was fairly
conservative. 2 / The current account showed a small surplus and developr,ent
expenditures grew in line with the availability of foreign financing. The
overall deficit before grants was 10% of GDP, (Appendix Table 5.5).
Domestic bank financing expanded moderately at 13% per annum and inflation
was held at 11% per annum. The fiscal situation deteriorated sharply in
FY79 because of the Uganda War (see para. 3.19) which resulted in an
increase in defense expenditures of 136%, and other developments in the
external sector. The overall deficit in FY79 reached an unprecedented 20%
of GDP and the increase had to be financed entirely by domestic resources.
Between FY80 and FY82, the overall budget deficit was brought down to 14.2%
of GDP. It has since creeped up to 16% of GDP in FY83.

3.3 The decline in revenue growth since FY78 is due to the drop
in the share of foreign trade taxes as a source of revenue, the decline
in output growth, and a shrinking tax base as more and mDre activities
shifted to the informal economy (see paragraphs 3.6-3.11). In order to
halt the deterioration in revenue growth, tax rates were increased even
further making Tanzanians among the most highly taxed people in the
world. The share of tax revenue to monetary GDP has risen from 22% in
FY72 to 43% in FY82.

I/ Data on National Accounts and Balance of Payments refer to calendar
years, whereas fiscal and monetary data refer to the fiscal year, which
runs from July to June. As an example, FY78 refers to the period
July 1977 to June 1978. Calendar year data are converted to fiscal
year by taking an average of the two years which it spans.

2/ The increase in recurrent expenditures following the expansion of
public services such as health, education and water supply was matched
by an increased tax effort. The share of recurrent revenues and
expenditure rose from 14% of GDP in 1965/66 to 18%-20% by the
mid-seventies.
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Table 3.1: SUMMARY OF CENTRAL GOVERNMENT OPERATIONS
(TSh million)

FY71 FY78 FY79 FY80 FY81 FY82 FY83

Recurrent revenue 1,694 6,082 6,883 7,757 8,629 9,974 10,592

Recurrent experLditurel/ 1,550 5,769 8,915 9,704 9,400 11,336 14,019

Current account
Surplus (+)/deficit C-) 144 313 -2,032 -1,947 -771 -1,362 -3,427

Grants 11 874 1,283 1,795 1,870 1,642 862
Developmernt expeniditure -889 -3,388 -4,758 -4,889 -4,807 -5,215 -4,405
Other expenditure (net)2/ 2 309 721 298 -679 -276 273

Overall deficit -732 -1,892 -4,786 -4,743 -4,387 -5,211 -6,697
Financed by:

Foreign financing (net) 296 752 1,276 1,268 851 1,068 1,863
Domestic bank borrowing 278 652 3,056 2,804 2,916 3,360 4,205
Non-banik borrowing 158 488 454 671 620 783 629

1/ On checks issued basis.
_/ Includes net lending and adjustment to cash.

Source: Mirnistry of Finance.

3.4 The trends in the budget partly reflect the underlying weakness in the
ecornomy but they also indicate the externt to which the budget has been used as a
major tool of adjustment policy. In order to increase incentives to the
producers of export crops, the Government abolished taxes on exports and
increased transfers to the export crop parastatals. Producers were also
assisted by the subsidy on fertilizers, and food prices were held down to
cushion the decline in urban real incomes. Since FY79, the Government has
constrained the growth of development expenditures in line with the
availability of project aid but recurrent expenditures continued to grow at 12%
per annum on account of inflation-related expenses (interest payments,
subsidies) and transfers to parastatals.

3.5 To finance these growing deficits, the Government increased its
reliance on domestic bank financilLg. Foreign loans and grants, which had
grown rapidly up to FY78, have since increased by only 1;X per annum. Non-bank
domestic financinig has also increased moderately, whereas reliance on bank
financing has grown at 32% per annum since FY78. This has undoubtedly
contributed to the build-up of inflationary pressures in the economy.

3.6 Revenue trends. Recurrent revenue has increased from 20% of GDP
in FY79 to 25% in FY83 indicating an increased effort on the part of the
Goverrment to mobilize domestic resources. Since FY78 tax revenue has
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accounted for about 90X of total revenue, but over the decade, shifts have
taken place in the contribution of the three major sources of revenue--
income taxes, trade taxes and sales and excise taxes. As shown in Table
3.2, the most important source of tax revenue is currently sales and
excise taxes which account for 55Z of total tax revenue. The share of
international trade which was 26% in FY78 has fallen to 6% by 1982/83;
the share of revenue from income taxes has remained constant at 30% while
the share of excise and sales taxes has increased from 40% to 55%.

Table 3.2: RECURRENT REVENUE
(TSh million)

FY71 i'Y78 FY79 FY80 FY81 FY82

Tax Revenue 1,385 5,578 6,000 6,866 8,026 9,354
Income and profits 448 1,664 1,897 2,427 2,730 3,245
Sales and excise 467 2,238 2,614 2,956 4,335 5,130
Trade taxes 402 1,440 1,343 1,276 871 694

Customs duties 347 892 895 811 656 675
Ex ort taxes 55 548 448 465 215 19

Other / 68 236 14b 207 90 285

Non-tax revenue 309 504 883 891 603 620

TOTAL REVENUE 1,694 6,082 6,883 7,757 8,629 9,974

As X of monetary GDP 28.0 34.4 36.9 37.8 38.7 42.8

As Z of total GDP 17.8 19.3 19.8 20.3 20.3 21.6

As X of budget target - 106.8 97.9 95.1 104.1 86.8

1/ Includes motor vehicles and stamp duties.

Source: Ministry of Finance.

3.7 The structure of trade taxes in Tanzania has been guided by the
need to improve incentives to exporters while maintaining revenue flows
from customs duties. This has resulted in a progressive removal of export
taxes and rising import duties in the face of a decline in the volume of
imports. Since 1975, the Government has used ad valorem import duties
ranging from 25Z-40%, except on goods classified as agricultural inputs,
spare parts and food, which are exempted. In FY82, the Government
increased import duties by 5X-25% and imposed a 15% duty on items
previously exempted. In FY83, exemptions from customs duties on imports to
public sector projects financed by external aid were also eliminated. The
decline in the volume of imports was accompanied by a shift in its
composition towards imports of basic necessities which normallv carry a
lower import duty. Thus, while import duties were increased, the revenue
from this source has stagnated at TSh 650 million between FY81-FY83.
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3.8 In order to increase incentives to producers of export crops, the
average tax on coffee of 12.5%, on sisal of 25%, on cotton (the higher of
1OX or 20 cents per kilo) and the production tax on tobacco were all
abolished in FY82. This change in the tax structure resulted in a fall in
revenue from export taxes from TSh 550 million in FY78 to TSh 10 million in
FY83. The adjustment of trade taxes is shown in the reduction In the
average tax on exports from 13% in FY78 to zero in FY83, and A decline in
average customs duties from 1OZ to 7% over the same period.

3.9 The share of income taxes has stayed at 3U% of the tax revenue
and has increased at the rate of 16% per annum since FY78. The slow growth
of revenue from income taxes was a result of the policy of wage restraint
followed since the mid 1970s. The pay-as-you-earn taxes (PAYE) as a
percent of the urb&au wage bill dropped from 15% in FY78 to 11% In FY82.
The wage freeze did not permit an increase in tax rates but these are
already quite high.

Table 3.3: INCOME TAX RATES, 1969-1981

1981
Income Average Tax Rate (Z) Marginal

(TSh. p.m) 1969 1974 1981 Tax Rate

600 8.8 4.0 0.0
20.0

1,000 8.0 9.5 8.0
25.0

2,000 12.7 14.8 16.5
32.5

4,000 21.8 22.4 24.5
57.5

6,000 - 34.0 35.5
77.5

10,000 - 50.4 52.3
87.5

20,000 - 67.7 69.9
95.0

25,000 57.5 73.2 74.9

Source: Ministry of Finance.

3.10 Until 1974, Tanzania had a dual system of direct taxes consisting
of the East African Ircome Tax which applied to a tiny minority and the
Personal Tax, a remnanc of the Poll Tax, which applied to the great
majority. Between 1974 and 1981 family allowances were abolished so that,
while previously a family with four children onll became liable when its
income reached TSh 1600 per month, in the mid-1970s it became liable as
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soon as its income reached TSh 380 per month--equivalent to the then
minimum wage. The threshold income tax remains the minimum wage--currently
TSh 600 per month. The tax rates have been periodically increased and made
much more progressive. The marginal rate of taxation is 50% for incomes
between TSh 40t3-TSh 5000 per month and 95% for incomes above TSh 20,000
per month (Table 3.3). Along with the increase in taxes, the tax machinery
has become more efficient. In 1970 only about 21,000 individuials and
corporations paid income tax; by 1981 there were over half a millioni (.57
million) taxpayers, of which .51 million were employees and .14 million
self-employed Individuals. These numbers suggest that the procedures for
collecting income taxes cover all public sector employees and a large
number of other taxpayers. Special efforts were also made to c.Alect taxes
from the self-employed. Since FY81 the Government has used the method of
presumptive incomes to estimate the taxes due from the self-employed and
private traders. This has raised the tax from this source from 14Z to 77Z
of total income taxes.

3.11 While the income tax structuIre is very progressive, the
Incidence of Indirect taxes is regressive, since they are largely taxes on
consumption and poor people spend a large part of their incomes on consumer
goods. Sales and excise taxes consist of ad valorem taxes on a wide range
of commodities sich as shoes, furniture, etc. which carry tax rates of 252
to 100%, and specific taxes on commodities like beer, cigarettes, soft
drinks, sugar and cement. The revent from beer and cigarettes alone y'-ld
70% of total tax revenue. The revenue from sales and ex:cse taxes has

Table 3.4: AVERAGE TAX RATES

Z Increase
FY77 FY77-FYH1O FY8U-FY8I3 FY83

Sales and Excise Taxes

Beer (Tsh/litre) 3.25 404 50 24.5
Manufactured tobacco (TSh/kg) 31.75 408 115 345.0
Soft drinks (TSh/litrc) 0 - 23 4.75
Sugar (TSh/Kg) 1.35 18 87 3.0

Taxes on Export Crops'/ Until FY80 FY82

Coffee 12.5 L
Cotton 25.0 0
Cashew nuts 10.0 10.rJ
Sisal 25.0 0
Tea (cents/kg) 15.0 15.0
Tobacco 10.0 0

1/ Percent of value.

Source: Ministry of Finance.
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increased at 24Z per annum over the past four years and their share of
monetary CDP has risen from 7.1% in FY78 to nearly 11% in FY82. This
was achieved despite the decline in industrial production by the increase
in specific tax rates and by special efforts on the part of the authorities
to maintain high rates of output in beer and cigarette factories. As
indicated in Table 3.4, most of the increase in tax rates came after FY78.
The tax on beer was increased from TSh 3.25 to TSh 24.5 per litre between
FY77 and FY82. The tax on cigarettes was increased from TSh 31.2 per
kilogram to between TSh 112.5-TSh 345 per kilogram over the same period.

Expenditure Trends

3.12 From FY71 to FY78, recurrent expenditures grew at about 21X per
annum in line with the growth of revenues, and were maintained at 16%-18%
of GDP (Appendix Table 5.6). In FY79 they jumped up to 26% of GDP on
account of the war with Uganda and while they have since fallen, recurrent
expenditures remain high as a share of GDP as the cuts in expendit-;res have
fallen on the development budget (para. 3.23). The growth in the fiscal
deficit is therefore not due to the acceleration of expenditures (recurrent
or capital) since the mid-1970s but to the decline in revenue growth. In
fact, recurrent expenditures have fallen in real terms at the rate of 8%
per annum between FY78 and FY83. Important shifts have, however, taken
place in the composition of recurrent expenditures.

3.13 The functional classification of expenditures provides a
distribution by Ministerial or administrative agency. It shows that the
major changes in the composition of expenditures has been the increase in
defense expenditures in FY78 and since then, the increase in the share of
economic services. Social sector spending (health, education and other
social services) has fallen sharply since the early 1970s and expenditure
on administration has stayed at about 24% of the total. Expenditure on
economic services has grown at 15% per annum.

3.14 The economic classification of the budget (Table 3.5) shows the
success of the Government in restraining the growth of salaries and wages.
Over the period FY75 to FY82 expenditure on salaries and wages increased at
about 16% per annum despite an increase in employment of 10% per annum and
the share of the wage bill in recurrent expenditure has declined. The
minimum wage was held at TSh 380 ($54) per month between FY75 and FY79. It
was increased in FY80 and FY81 and is currently TSh 600 ($50) per month.
Civil service salaries have a ceiling of TSh 5000 per month but 80% of the
employees earn less than TSh 1000 per month. Since 1975 the earnings of
public sector employees have declined at 12% per annum in real terms.

3.15 Expenditure on goods and services is the next major item and,
apart from the steep increase and subsequent decline in defense
expenditures, Government policy has been to severely restrict the growth of
these outlays with adverse consequences on the maintenance of equipment in
general and on the ability of many agencies to provide more than skeletal
services.
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Table 3.5: ECONOMIC CLASSIFICATION OF GOVERNMENT EXPENDITUREl/
(TSh. million)

FY78 FY79 FY80 FY81 FY81 FY83

Wages and salaries 2,058 2,264 2,533 3,545 3,994 4,052

Goods and services 2,486 5,120 5,111 3,138 2,835 4,926

Interest 422 581 823 1,025 1,281 1,472
Domestic 334 453 656 868 1,071 1,173
Foreign 88 128 167 157 210 299

Transfer payments 803 950 1,237 1,692 3,226 3,569
Subsidies (parastatals) 109 161 209 336 592 1,107
Transfers (parastatals) 40 48 65 321 1,366 1,035
Other domestic transfers 630 721 945 1,002 1,232 1,391
Transfers abroad 24 202/ 18 33 36 36

Total recurrent expenditure 5,769 8,915 9,7C4 9,400 11,336 14,019

1/ Ministries and Regions.
2/ Budget estimate.

Source: Ministry of Finance.

3.16 The major increases in recurrent expenditures have occurred in
transfer payments to public enterprises and in interest payments. Transfer
payments now account for over 25% of recurrent expenditures compared with
20% in FY75. The bulk of the increase took place in transfers to public
enterprises with transfers to urban councils and decentralized agencies in
health, education and research growing more slowly. Subsidy payments on
food and fertilizers have increased from TSh 110 million in FY78 to TSh 600
in FY82. Interest payments have risen rapidly at an average annual rate of
29% per annum and now account for 11% of recurrent expenditures. The
growth of domestic interest payments reflects the increased reliance on
bank borrowing in recent years, but interest on foreign debt has grown
faster at 31% per annum as debts incurred in the early 1970s began to fall
due.

3.17 The increase in budgetary transfers to parastatals is a recent
phenomenon. As shown in Table 3.6, they have grown from insignificant
amounts to TSh 1.4 billion over the past two years. Subsidies on food and
fertilizers were first provided in FY76 and the subsidy on sugar began in
FY82. (Before FY81 these subsidies were provided for under the Civil
Contingency Fund administered by the Minister of Finance and were not
explicitly identified in the budget). Price subsidies are also a recent
phenomenon. They are designed to cover the losses incurred by the export
crop parastatals on account of the increase in producer prices, the revenue
being constrained by the existing exchange rate and the fall in world
market prices. The first payments were made in FY83.
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Table 3.6: MAJOR TRANSFERS TO PARASTATALS
(TSh. million)

FY79 FY80 FY81 FY82 FY831 /

Sembe Subsidy (NMC) - 124 405 221 375

Fertilizer Subsidy (TFC) 135 136 208 196 215

Sugar (SUDECO) - - 28 24 -

NBC/NMC Guarantee - 250 250 250 250

Parastatal Rehabilitation - - 1,177 477 154

Price Subsidies - - - 528 500

Total Transfers 135 510 2,068 1,696 1,494

Percent of recurrent expenditure 1.5 5.3 22.0 15.0 10.7

1/ Budget estimates

Source: Ministry of Finance.

3.18 Until FY81 transfers to parastatals were kept at a minimum and
were designated for specific purposes. In FY81 the Government undertook a
major program to increase the operating efficiency of parastatals and to
put them on a self-financing basis. In FY81 the Government decided to
convert the TSh 2.0 billion o.- an overdraft of NMC with the National Bank
of Commerce into a reconstruction loan bearing interest at 1X per annum to
be repaid at TSh 250 million per annum. In FY82 an additional program was
undertaken to retire the accumulated debt of other agencies and to provide
resources for the purchase of urgently needed equipment. In FY82
expenditure for these activities was TSh 1.0 billion on the current account
and TSh 431 million in the development budget.

3.19 The Impact of the Uganda War. Hostilities with Uganda broke out
in November 1978. The impact of the war was spread over two fiscal years,
FY79 and FY80. In his speech to Parliament introducing the FY80 budget,
the Minister of Finance indicated that the cost to the economy including
expenditures on reconstruction would be nearly TSh 4.1 billion which was
about equal to one year's export earnings. In FY79 Tanzania spent TSh 1.6
billion on war and war-related expenditures like famine relief. In FY80
these expenditures amounted to TSh 1.2 billiort.

3.20 Quite apart from the disruption in economic activity and loss of
life, the purely budgetary impact of the war was substantial. Before FY79
Tanzania had spent about 12% of total expenditure on defense (Appendix
Table 5.7). The war necessitated an increase in defense spending by TSh



- 56 -

1.8 billion in FY79 raising the share of defense in total expenditure to
24.4% in that year. In addition, the Ministry of Defense increased its
overdraft with the National Bank of Commerce by TSh 400 million in FY79 and
by TSh 300 million in FY80 accounting for 67% of the total overdrafts of
all the Ministries and regional authorities. The strain on the budget was
made worse by the fact that while recurrent expenditures had increased by
an unexpected 27%, revenue collection was 6% below the budgeted amount due to
the economic disruption. As a result the overall deficit rose from 9.8% of
GDP in FY78 to 19.5% in FY79 and was largely financed by increased domestic
bank borrowing. Actual expenditures in FY79 exceeded the budgeted amounts
by TSh 2.0 billion. To meet these payments nearly TSh 229 million was cut
from the budget of other ministries; additional taxes were levied to raise
TSh 88 million; TSh 27 million were contributcd by the parastatals; and TSh
27 million came from voluntary contributions. Despite savings of TSh 303
million, total bank borrowing increased by TSh 2.4 billion and the
aggregate money supply increased by 30% in FY79 compared to an increase of
17% in FY78.

3.21 The Uganda war coincided with the second round of oil price
increases and the impact of the liberalization of imports in FY78.
On top of this, commodity prices in FY79 were 20% below their levels of the
year before and the combination of these events took their toll on the
balance of payments. The current account deficit rose from 5% to 14% of
GDP in one year and was financed by the depletion of reserves and the
accumulation of arrears on payments.

3.22 Development Expenditures. The development budget is the
principal instrument used to allocate and control the level of resources.
for public investment. The Government's policy has been to include all
major ongoing projects and those being financed with external aid in the
development budget and to closely monitor the level and composition of
investments undertaken by the parastatals on their own account. Capital
expenditures are carried out by the parastatals through non-budgetary
sources such as retained earnings and borrowings from financial
institutions. These expenditures have amounted to 30% of total public
sector investment over the past decade. Nearly 50% of the investment
programs in agriculture, industry and transport are financed out of
parastatals' own funds whereas investments in education, public works and
health are almost totally carried out through the development budget.
Expenditures carried out through the budget account for 70% of total public
sector investment.

3.23 Recurrent expenditures have tended to exceed the budgeted amounts
whereas expenditures carried out through the development budget have been
around 80% of the budgeted amounts. These delays in project completion are
often due, among other things, to the shortage of local currency
resources. Table 3.7 shows the rapid growth of public sector investment in
the early seventies when expenditures grew at over 20% per annum and the
levelling off of development expenditures since the mid-seventies. Faced
with growing current account deficits, the Government's efforts to restrain
expenditure growth have fallen heavily on the development budget. Between
FY79 and FY82, development expenditures have fallen at 16% per annum in
real terms.
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Table 3.7: SHARE OF EXTERNAL AID IN THE DEVELOPMENT BUDGET

Development External Loans and Grants
Year Expenditures X of Development

(Actual) (TSh m) Expenditures

1971 889 296 33

1974 1,642 639 39

1975 2,225 1,198 54

1976 2,187 1,107 50

1977 2,731 1,510 55

1978 3,388 1,626 48

1979 4,758 2,559 54

1980 4,889 3,063 62

1981 4,807 2,721 57

1982 5,215 2,710 52

1983 4,405 3,480 79

Source: Budget documents, Ministry of Finance.

3.24 The decliue in the rate of growth of public sector investment
would have been greater had it not been for the close association between
development spending and foreign capital inflows. External loans and
grants account for nearly 60% of development expenditures. However, this
ratio does fully indicate the extent to which external aid guides the level
anid pattern of public sector investment in Tanzania. Examination of the
Annual Plans since 1980 reveals that projects accounting for over 90% of
planned development expenditures have foreign participation in one form or
another. Appendix Tables 5.10 and 5.13 show the sectoral allocation of
public sector investment and its relationship with the use of external
aid. In the early seventies, the emphasis was on infrastructure
development. Expenditure on water, transport and power development
acco'inted for over 40% of total investment. It was during this period that
the railway link to Zambia (TAZARA) was built with assistance from China.
The sectoral emphasis changed after 1974 with the adoption of the Basic
Industrial Strategy. The bulk of investment resources went into the
industrial sector when large-scale projects iln textiles, breweries,
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fertilizers and tires were initiated raising the share of industry in total
development expenditures from 5% to about 20% in the late seventies. These
resources for investment in industry were channelled through parastatal
agencies. In FY76 and FY77, the National Development Corporation (NDC) and
the Textile Company (TEXCO) together absorbed 70% of the funds allocated to
the Ministry of Industry. The lower priority accorded to investments in
agriculture is indicated by the fact that the share of investment going to
agriculture stayed at around 15% of the total throughout the decade.
Between FY76 and FY82 over 90% of these expenditures went to the crop
parastatals; 1.8% was allocated for irrigation and only 2% was budgeted for
research.

3.25 The sectoral allocation of external aid over the period FY76 to
FY82 (Appendix Table 5.10) shows the proportion of external resources going
to industry rising from 9% to over 20% and the share going to agriculture
falling from 40% to 10% over this period. The data reveal a strong
correlation between the shifting pattern of aid and shifts in the overall
pattern of development expenditures. This, together with the significant
contribution of donors to total expenditures highlights the influence of
donors in determining the level and composition of development
expenditures.

Money and Credit

3.26 Since the mid-seventies the rate of growth of the money supply
has accelerated. The stock of money grew at 20% up to 1979. Since then it
has expanded at 25% per annum. The most important influence on the growth
of the money supply following the coffee boom (FY77) has been the rapid
increase in credit to Government entities and the drawdown of external
reserves. In the period 1977-79, net credit extended increased sharply due
to the high budgetary deficits associated with the war with Uganda.
However the increase in the money supply was contained since over
this period Tanzania liquidated foreign assets and built up arrears on
external payments amounting to 18% of the money supply. (An importer must
deposit with the NBC the shilling equivalent of the import bill upon
application for a foreign exchange license. These deposits are held in
blocked accounts at the NBC until the foreign exchange is made available or
the import order is cancelled.) Since 1979, total credit has expanded at
24% per annum and having no cushion of external reserves to drawdown, this
has resulted in an acceleration in the growth of the money supply to 25%
per arnum.

3.27 Between 1975-77, the composition of monetary assets changed
slightly. Demand and time deposits grew faster than the currency outside
the banking system reflecting the expansion of NBC branches during these
years and increased confidence in the banking system. Since 1977, however,
the trends in the composition of the money supply show an increased
preference towards holding liquid assets. Over 1979-82 the share of money
held in the form of currency has increased from 27 to 34% while the share
of deposits with banks has fallen. Further, within the banking system the
growth of demand deposits has accelerated while that of time and savings
deposits has slowed down. In part this change in composition reflects a
shift in transactions towards parallel markets. It might also reflect some
hoarding of currency since profits made on parallel markets are often not
deposited in order to avoid scrutiny by public officials.
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Table 3.8: GROWTH OF MONEY AND CREDIT
(Percent per annum)

FY75-77 FY77-79 FY79-82

Currency in circulation 12 22 33
Deposits with banks 21 20 21
Demand deposits 16 15 19
Time and savings deposits 31 27 24
Total money supply 19 21 25

Total net credit extended 14 39 24
Net credit to government agencies 24 48 35
Net credit to other sectors 7 30 10

Source: IMF and Bank of Tanzania.

3.28 The composition of credit since FY78 is shown in Appendix Table
6.3. The Central Government is the principal borrower, absorbing 88
percent of total borrowing in FY8U and 81 percent in FY81. The NMC has
reduced its borrowing from the NBC during this period, primarily because of
increased budget subsidies. Conversely, the share of the export marketing
boards has substantially increased. Private sector borrowing has declined
continually in this period. Net flows to the private sector were negative
in FY81. This is partly the result of the decline in private sector
economic activity and partly the result of the credit allocation priorities
of the Government.

3.29 The sectoral composition of credit is dominated by public
administration and agriculture due to the extensive borrowing of the
Central Government and the crop authorities (Appendix Table 6.4). The
proportion of agriculture, which reached 55 percent in FY81 is actually
understated because of subsidies in the budget to agricultural public
enterprises. Credit to the mining and manufacturing, tourism, and
commercial sectors declined substantially in FY81, reflecting the
Government's credit priorities.

C. Balance of Payments.

3.30 The structure of Tanzania's balance of payments closely resembles
that of many other developing countries, especially the poorest ones.
Exports are dominated by primary products; imports by capital equipment,
fuel and food. Persistent trade deficits are seldom offset by positive
flows on the net services account. The capital account is determined by
aid flows which during periods of adverse terms of trade movements, have
not been sufficient to prevent the occurrence of large overall deficits.
These have been financed by drawing down reserves and building up arrears
on import payments.
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3.31 Up to 1973 the balance of payments did not appear to be in any
difficulty. Good harvests had led to record export volumes and small
current-account deficits Al.±ch were more than offset by aid receipts. The
balance of payments deterLorated sharply in 1974 and 1975 on account of
three exogenous events--a fourfold increase in the price of oil, a
threefold increase in the price of foodgrains and a severe drought. The
increase in the cost of oil and food imports resulted in a doubling of the
current account deficit to 14.2% of GDP in 1974-75. Inflows of external
capital were not sufficient to finance these deficits, and in 1974-75, the
Government drew down reserves by $110 million and made purchases from the
IMF of $91 million under the Oil Facility and other programs. In the
following years, efforts were made to reduce the deficit by severely
curtailing the volume of imports.

Table 3.9: BAMANE CF PAXMEIS
(US$ nllion)

1970-73 1974 1975 1976 1977 1978 1979 1980 1981 1982

Trade Balance -S9 -353 -394 -146 -213 -664 -552 -676 -595 -666
Exports 303 401 376 492 531 480 548 576 580 444
ixnorts 402 754 770 638 745 1,144 1,110 1,252 1,175 1,110

SeicesC (net) 20 5 61 39 30 47 54 39 92 59

Current Account Balance -79 -348 -332 -107 -183 -618 -478 -637 -503 -606

Grants 11 70 112 72 104 146 147 109 204 95
M: loans 110 118 171 102 101 137 167 132 21A 120
Tnyort support 3 7 36 - 26 16 24 123 91 199
Suppliers credit - - - - - - 57 65 101 14
DF (net) - 60 31 24 4 -29 28 19 -12 -11
Other capital n.e.i.1/ -20 - -1 -54 105 -4 19 42 -82 10

Overall Balance 26 -93 17 37 157 -352 -44 -147 12 -179

Increase in Peserves(+) +36 +93 +17 +37 +157 -290 +53 +2 +9 -51
Increas in Arrears 10 - - - - 62 97 149 -3 128

Memo Items:

EKchaxge rate (TSh/US$) 7.113 7.135 7.414 8.379 8.274 7.6 8.250 8.195 8.289 9.334
Current A/C deficit -5.2 -15.5 -13.0 -3.8 -5.1 -14.3 -11.1 -13.0 -9.3 -11.9

(% GDP)

1/ Inclues errors and omissions.

Sorce: Bank of Tanzania.
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3.32 The balance of payments situation in 1976-77 was helped by a
return to good weather and high coffee prices. The increase in the value
of coffee exports added $200 million to export earnings over 1976-77 and
Tanzania was able to build up a comfortable cushion of foreign exchange
reserves. This encouraged the authorities to relax the squeeze on
imports. By end 1978, the volume of imports had increased by 25% and
reserves had been cut in half when the country was confronted by the second
increase in oil prices and the Uganda War.

Table 3.10: SU44ARY OF MAJUR MEMB6 IN THE
BALANCE CF PAMilTS 1970-1983

Average
1970-73 1974 1975 1976 1977 1978 1979 198D 1981 1982

At 1978 Prices

E-xprt price irdex (XPI) 37.7 65.5 61.8 84.5 114.5 100.0 107.3 114.2 105.7 111.0
IuWort price idlex (MM) 37.4, 66.8 73.7 82.3 92.8 100.0 124.6 144.1 143.6 173.9
Terms of trade (XPIQD4) 10.: 98 84 103 123 100 86 79 73 64
Ters of trade lss (TSh m) +54 -87 -733 133 897 - -587 -858 -1,200 -1,616
Tezms of trade loes/GDP (Z) 0.28 -. 32 -2.60 .43 2.76 - -1.7 -2.43 -3.42 -3.98
Inex of volume of exports 154 118 122 132 104 100 114 112 123 101
Iex of volume of imports 86 91 88 74 75 100 83 81 77 68

3.33 The second oil shock proved to be more destabilizing than the
first. The doubling in oil prices in 1978-79 added nearly $150 million to
the import bill, or three times more than it had in 1974-75. Since 1979
nominal exports have declined by 2% per annum. Import volumes have also
been reduced despite the efforts of the Government to mobilize a greater
proportion of external aid in the form of program rather than project aid.
These efforts have been successful. Since 1980 substantial amounts of
program aid have been given to alleviate the cuts in recurrent cost
imports. Yet the volume of imports has declined by 35%. If imports
related to foreign financed projects, oil and food are excluded, it will
be seen that the decline in the volume of intermediate goods imports was
50%. Adjustment since 1979 has been made more difficult by the recurrence
of drought, the prolonged recession in the industrial countries and the
collapse of commodity prices.

Exports

3.34 About 85% of Tanzania's exports consist of primary agricultural
commodities but, unlike many other primary producers, Tanzania is more
fortunate in that it is not entirely dependent on any one commodity.
However, despite efforts at export diversification, the commodity
concentration of exports has increased over the past decade (Table 3.11).
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The share of coffee in total primary commodity exports has increased from
17% to 29% and the share of the top three exports has also increased. In
1970, coffee, sisal and cashew accounted for 40% of total exports; in
1982, coffee, tea and cotton accounted for 51% of total exports. Cloves
and cardamon from Zanzibar have also increased in importance and accounted
for 14% of total exports in 1'..

Table 3.11: COMMODITY CONCENTRATION OF EXPORTS
(percentage)

1970 1974 1978 1982

Top export earner'/ 17.1 17.3 35.3 29.0

Top three exports 40.3 46.7 52.7 50.8

Top five exports 52.4 58.2 68.1 60.1

All primary commodities 76.0 75.8 83.5 80.5

1/ In all years except 1974, the top export earner was
coffee. In 1974, cotton and sisal earned more than
coffee.

3.35 Table 3.12 provides trends in the volume and value of the major
export crops between 1970 and 1982. It shows quite respectable growth
rates in nominal exports from 1970 to 1977 and a collapse thereafter. From
1970-77, export earnings grew at about 15% per annum despite the decline in
the volume of cotton, sisal and cashewnuts. This good performance was made
possible by substantial increases in the volune of tobacco and tea exports
and high prices for almost all of the major export crops. The collapse in
export earnings after 1977 was in large part due to a 20% decline in export
prices and a 4% decline in the quantities exported. The major determinants
of export volumes have been production levels, which were discussed in
Chapter Two, the degree of processing of some commodities and the severity
of transport and other bottlenecks. Since Tanzania is a minor producer of
most of these commodities, export unit values are determined by world
market prices and they have generally moved in line with international
trends.

3.36 Coffee is the major export crop accounting for nearly 40% of
total export earnings. Eighty-five percent of the coffee is grown as a
smallholder crop on farms of less than 10 hectares. Coffee production and
exports have stagnated over the decade at around 55,000 to 60,000 tons.
Tanzania's mild arabica has generally fetched high prices in Europe
relative to other grades. Coffee earnings have benefitted from high
international prices twice over the past decade but the recent stagnation
in output has been accompanied by a deterioration in quality. The
Government has tried to improve incentives to growers in recent years
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through rehabilitation of the sector and an increase in producer prices.
Ihe EEC is helping to finance a Coffee Improvement Program which inclides
the establishment of nurseries and the distribution of seedlings with.
complementary investments in processing, storage, marketing and research.
In January 1981, the export tax on coffee was abolished; in July 1983,
producer prices were increased by 40% and controls on marketing
arrangements were relaxed. The earnings on coffee exports have been
constrained as the commodity faces low income and price elasticities of
demand. Tanzania is a member of the International Coffee Agreement (ICA).
Under this agreement, the country's annual exports were fixed at 48,000
tons until 1981. The quota was reduced to 41,000 tons in 1982 because
coffee supply exceeds world demand. This means that Tanzania has had to
sell 15,000-20,000 tons (up to 30% of production) in non-quota markets
often at prices 40% below international prices. As a result, export unit
values have declined by 50% since 1977.

Table 3.12: GROWTH IN COMMODITY EXPORTS
(Percent per annum)

Volume ('000 tons) Current Value (TSh)
1970-73 1973-77 1977-82 1970-73 1973-77 1977-82

Coffee 14.0 -i.7 5.0 20.8 46.9 -6.3
Cotton 1.5 -7.1 0.3 13.1 12.4 1.9
Tea 10.3 7.0 -0.7 7.9 35.8 -0.5
Tobacco -0.3 13.0 -3.2 4.7 34.1 -7.1
Sisal fiber -18.0 -10.2 -10.9 7.5 -5.9 0.8
Sisal cord 18.3 9.4 -21.4 41.9 5.1 1.9
Cashewnuts 12.9 -12.1 -32.4 8.7 1.9 -17.3
Cashew kernels 4.7 4.7 16.2 9.9 26.6 21.7
Cloves 31.2 -5.0 20.9 28.9 12.5 25.9
Total 6.5 -5.6 1.7 15.2 15.0 -1.0

3.37 The volume of cotton exports has declined from 60,000 tons in the
early 1970s to 40,000 tons in 1982. This has been due to the decline in
total production, the demand of local industries using cotton, and the
deterioration in the processing capacity of ginning mills which has been
halved in recent years because of the shortage of foreign exchange for
spare parts and diesel. On top of this, transport bottlenecks have
resulted in output lying uncollected and wasting for want of adequate
storage facilities. Export unit values for cotton have not changed since
1977.

3.38 The volume of tobacco exports increased sharply between 1970 and
1977, aided by the embargo on sales from Zimbabwe. With the removal of
these sanctions, Tanzania has had to face an additional source of strong
competition. The industry is currently in a slump. Tobacco growers are
faced with low producer prices and poor quality on account of the shortage
of fuelwood for curing. This has contributed to a 22% decline in export
unit values although the world prices for tobacco have shown an upward
trend.
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3.39 Exports of tea increased from about 9,000 tons in 1970 to a peak
of 15,000 tons in 1979 but they have since stagnated. Despite a 40%
decline in export unit values since 1978, the producer prices for
smallholder tea have not been reduced and production currently exceeds the
processing capacity of the Tea Authority. The sluggish growth of exports
is thus due to the general problems of shortage of spare parts, transport
bottlenecks and low profitability. Most of the tea is sold in Europe where
Tanzania faces weak overall demand and strong competition from Kenya, India
and Sri Lanka.

3.40 Tanzania is the second largest producer of sisal in the world,
accounting for one-fifth of world output. The crop has been in decline
worldwide since the mid-1960s. Over the past decade, domestic sisal
production has fallen by 77% from 217,000 tons in 1970 to 50,000 tons in
1982. Poor market prospects have been a major factor in the commodity's
long-term decline. Sisal is mainly used in the production of twine for
agricultural purposes and over the past decade, the consumption of twine
declined by 3% per annum because of technological changes in hay-baling.
Secondly, sisal's main competitor in the twine market is polypropylene
which has increased its share from 7% (1970) to 30% (1980). Most of
Tanzania's sisal exports are sold to EEC countries where they face strong
competition from Brazil and Mexico.

3.41 Sisal is an estate crop produced in equal parts by the
state-owned Tanzania Sisal Authority (TSA) and private sisal growers. All
exports were channelled through the TSA but the lack of experience of the
staff and high overhead costs have resulted in lower receipts per ton by
the growers who are already operating on very thin profit margins due to
poor price prospects. The decline in output has resulted in the
abandonment of many large estates which were taken over by TSA. This has
contributed to the rise in TSA's operating costs. The Government has
responded to the needs of the growers by abolishing the tax on sisal.
Growers have also been allowed to make their own marketing arrangements and
to keep part of their export earnings.

3.42 In 1974 Tanzania was the second largest p:oducer of cashewnuts in
the world. Since then production has declined from 120,000 tons to 44,000
tons in 1982. As with other export crops, the decline in real producer
prices and institutional changes in the agricultural sector have adversely
affected production. But the crop is in decline largely because the trees
are over 20 years old and are at the end of their productive life. Cashew
nuts can either be exported raw or processed into cashewnut kernels which
can then be exported tinned. India is the largest market for these
exports. During the 1970s the Government received external assistance from
the World Bank to expand its cashewnut processing capacity in order to
increase the share of domestic value-added in total exports. This policy
has been frustrated by the decline in production and the shortages of
diesel, spare parts and intermediate inputs (tin), and much of this
capacity lies unused as the authorities have had to return to exporting raw
nuts.

3.43 Exports of manufactured goods, which accounted for 10% of total
exports in tne early 1970s, have increased marginally in importance in
recent years. A part of this increase is accounted for by the export of
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sisal in the form of cordage and twine and re-exports of refined oil.
Tanzania has been able to export some manufactured goods (tires, shoes,
textiles, pesticides) produced for the domestic market to neighboring
countries, but these often have to be sold under bilateral arrangements
that do not yield scarce hard currency foreign exchange earnings.
Industrial output is also constrained by the shortage of foreign exchange
for needed raw material imports and spare parts and supply bottlenecks in
transport and power.

Export Policy

3.44 For most of the 1970s the Government did not give high priority
to export promotion. To some extent this was a by-product of the
preoccupation with food self-sufficiency following the droughts of 1974 and
1975. The reduction in export volumes in the mid-1970s did not lead to a
change in policies because it was offset by a threefold increase in the
price of coffee in 1976 and 1977. Consequently, the incentive structure
for export crop producers was allowed to deteriorate.

3.45 In recent years the Government has taken steps to remedy the
neglect of the export sector. Since 1980/81 the taxes on exports have been
abolished; exporters are allowed to develop their own marketing
arrangements and retain a fixed proportion of their export earnings.
Improvements are also being made in the operations of the export crop
parastatals. These agencies operate at a loss because, in addition to
marketing, they have a number of other functions tu perform; they must
procure over wide areas and they have not been able to reap economies of
scale. To the contrary, unit costs rise with the lower export volumes.
Since 1980/81 the Government has undertaken measures to put the crop
parastatals on a self-financing basis by capitalizing their accumulated
losses, streamlining their operations, rationalizing their functions, and
providing equity capital for urgently needed equipment. The overall
objective is to ensure that farmers retain 75Z of the export price of their
crops.

3.46 The Government is also providing incentives to the exporters of
manufactured goods. The import duty drawback scheme was instituted in 1979
to refund part of the duties on imports used to produce goods for exports.
However, the procedures were so complex that It often took two years to
obtain a refund. In 1981, this scheme was replaced by a simpler one
whereby exporters would receive a percentage of the value of exports. In
March 1983 the foreign exchange retention scheme was made more direct. An
exporter is now allowed to retain 10% of his export earnings to be used for
the purchase of imported inputs.

Imports

3.47 Tanzania's economy is fairly open and its dependence on imports
is also fairly typical of low-income Sub-Saharan African countries. In
1982 the ratio of merchandise imports to GDP was 22%. The comparable ratio
for some other countries in the region were: Zambia 30%, Malawi 25X and
Ethiopia 19%. Both industry and agriculture are highly dependent on
imports of intermediate inputs. All the chemicals, pesticides,
insecticides and farm machinery have to be imported and recent studies by
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the Marketing Development Bureau in the Ministry of Agriculture indicate
that nearly 40 cents of foreign exchange is needed to produce $1.00 of
agricultural output. For the industrial sector, it has been estimated
that $22U million or 20% of total imrorts in 1982 are needed to operate a
few efficient firms producing essential goods at bUX capacity utilization.
In addition to importing all its oil, the country imports all its capital
good requirements. Plant and machinery account for 50X of total
investment expcnditures. Lastly, Tanzania has had to import substantial
quantities of food grains as a result of droughts in 1974-75 and 1980-81.
In both periods, food imports amounted to around 10% of total imports.

3.48 Over the past decade, adjutNtment to the disequilibrium in the
balance of payments has largely taken the form of a severe cutback in
import volumes and, given the import elasticity of supply in the produc-
tive and transport sectors, this has resulted in declining rates of growth
of agricultural output and exports, low levels of capacity utilization in
industry and transport bottlenecks. Table 3.13 gives the trends in import
volumes. It shows the decline in import volumes which immediately
followed the two oil shocks in 1974/75 and 1979/80. The volumc of Imports
increased by 15% between 1970 and 1974, fell back by 17X between 1974 and
1977 and rose again briefly in the following year. However, since 1978
the volume of imports has steadily declined. ln 1982 the volume of
imports was 32Z below its 1978 level and 24X below the level prevailing in
the early seventies. Looking at the decade as a whole, the economy has
been operating at a volume of imports which remained more of less constant
up to the mid-197Us, but which has since declined by over 20%.

Table 3.13: GROJ OF IMUOaS
(Percent per amun)

volume Value Ourrent
1970-73 1973-77 1977-82 197U-73 1973-77 1977-82

Food 4.8 -3.2 10.0 20.5 4.7 18.6
Beverages and tobacco 0.3 -55.8 7.7 5.8 -36.2 -1.0
Raw materials 6.4 5.2 4.2 20.6 17.6 8o
Fuels 9.4 -6.9 -4.7 14.7 30.4 26.3
Oils and fats 18.3 33.9 -4. 43.6 36.8 -5.0
Qmaicals 6.8 -2.7 -5.8 19.2 13.4 3.6
.Manufactured goods 3.4 -11.8 -5.8 15.5 2.8 3.6
Machinery/transport equipment -4.6 4.1 -3.5 6.5 21.4 6.2

TUtAL 3.4 -5.2 -3.5 14.5 12.0 9.0



- 67 -

3.49 The most significant change in the structure of the value of
imports has been in the share of oil in total imports from 8% in 1973 to
11% in 1978 to 23% in 1982. Oil accounts for more than 90% of
commercial energy use in Tanzania and is crucial to the functioning of the
transport and electricity sectors. This enormous increase in the value of
petroleum imports has come about despite the Gov-rnment's success in
holding down the consumption of oil to 700,000 tons per annum throughout
the decade.

3.50 The droughts in 1974 and 1975 resulted in a 30% decline on
production and the Government was forced to import nearly 750,000 tons of
food grains over the two-year period, almost all of it on commercial
terms. Imports 01 food declined between 1976 and 1979 but the return of
droughts in 1980 and 1981 necessitated a similiar volume of grain imports
in recent years. Fortunately, about half of these requirements were met
through food aid. Because of the likelihood of the recurrence of droughts,
the Government is giving increased attention to food security, to
establishing a Grain Reserve and to making provisior. out of the free
foreign exchange budget for food imports.

3.51 Imports of machinery and equipment have remained at around 35Z of
total imports over the decade except in 1978 and 1979 when their share rose
to 43% of total imports. This was largely due to the relaxation of import
controls over this period and the increased needs for defense material for
the Uganda war. However, the large share of capital goods in total imports
is mainly due to disbursements on ongoing bilateral and multilateral aid
programs. Sirce the share of oil imports could not be further reduced and
the share of capital goods imports was determined by aid flows, the cut
back on imports fell heavily on imports of manufactured goods and
chemicals. The volume of manufactured goods has fallen over the decade at
10% per annum and the volume of 'chemical' imports which includes
fertilizers and pesticides, has fallen at 5% per annum.

3.52 The composition of imports is very largely determined by the
level and source of financing. As indicated in Table 3.14 nearly half of
total imports is financed through external borrowing and aid. However, the
Government cannot alter the pattern of foreign financed imports. For
example, project aid is not available to finance oil imports. As the
foreign exchange constraint became more acute, an increasing proportion of
disbursement of bilateral and multilateral aid came as tied-aid in support
of the donor's ongoing projects. As a result, the proportion of imports
falling into the tied-aid category increased from 25% in 1975 to 40%-50%
since 1978. By the same token, the proportion of imports financed from the
'free' foreign exchange budget has decreased. Over the past aecade the
Government has made a major effort to ensure that imports are channelled
into high priority areas. The shere of consumer goods in total imports is
negligible and since 1974, imports of motor vehicles for private use have
been banned. Since the mid-1970s the Government has tightened its control
mechanism. The import allocation committee in the Bank of Tanzania reviews
all requests for imports, and licenses are granted only for the most
essential imports, but in recent years obtaining a license has not been
enough. If the foreign exchange is not available, these licenses are not
honored. This allocation mechanism applies only to the Government's free
foreign exchange budget, which consists cf earnings on exports of goods and
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services plus untied aid (import support) net of debt service payments.
With exports running at about $500 million, oil and food costing $400
million and debt service payments of $200 million, the Government's control
of the allocation of imports is reduced to crisis management and meeting
only the most essential import needs. The increased cost of the oil bill
had to be met frnm the free foreign exchange budget, and while oil accounts
for only 23% of total imports, it takes up 45% of the available free
foreign exchange. The Government has allocated 70% of the foreign exchange
requested for oil imports but only 20% of the requests for raw materials
for industry and agriculture were met in 1982. Similar cutbacks are
observed for imports of spares, machinery, and building materials. The
burden of adjustment has thus fallen heavily on imports of intermediate
goods for industry and agriculture and spare parts for the transport
sector.

Table 3.14: FOREIGN EXCHANGE ALLOCATION
(% of requests)

1977 1978 1979 1980 1981 1982

Industrial raw materials 43 52 24 14 17 16
Petroleum 100 100 93 71 67 89
Building construction 27 28 9 7 14 3
Machinery (new) 26 23 0.9 0.1 7 3
Spares 44 43 14 17 20 1
Transport 37 35 13.3 10.3 8 2
Constmer goods 29 39 19 14 13 16
Government importsl/ - - - - 17 5

Total allocated 50 52 38 32 31 33

Externally financed 22 30 49 41 44 41
imports as % of total
allocation

1/ Before 1981, Government imports were included in consumer goods.

Exchange Rate Arrangements

3.53 For most of the 1970s the Tanzanian shilling retained a stable
relationship with the U.S. dollar ranging between 7.5 to 8.2 TSh/US$. In
January 1979 the shilling was devalued by 10% against the SDR. Further
devaluations in March 1982 and June 1983 of 10% and 20% respectively
against the U.S. dollar brought the rate to TSh 12.2 where it has since
remained. Between 1970 and 1978 Tanzania's real effective exchange rate
was relatively stable vis-a-vis its major trading partners, according to
IKF staff estimates. However, since i979 higher inflation in Tanzania
has caused the real effective exchange rate to appreciate by 70-80%
(see Appendix Table 3.9). The real effective exchange rate provides
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a measure, other things being equal, of the overall price and cost
competitiveness of a country's currency. Purchasing power parity analysis
is, however, only one of several criteria that is used in judging the
adequacy of the exchange rate in providing the appropriate incentive
structure to domestic earners and users of foreign exchange.3/ Account
also has to be taken of movements in the terms of trade, in capital flows,
in the exchange rate of the intervention currency, in this case the U.S.
dollar against its trading partners, and finally, in the scope for domestic
price and income adjustment. Nevertheless, while the measurement is not
exact, trends in the real exchange rate indicate that the shilling has
appreciated since 1979.

3.54 Over the past four years, the Government has attempted to realign
the internal incentive structure without significantly changing the nominal
exchange rate. This was done by shifting the regime of trade taxes and
maintaining incentives in favor of producers. First, as described in
para. 3.7, there was a reduction in taxes on exports and a corresponding
increase in import taxes. Second, the internal terms of trade were
maintained in the favor of the rural areas by restricting the growth of
urban wages and increasing producer prices. The implementation of these
policies has, however, resulted in accumulated losses in the export crop
parastatals and a high overall fiscal deficit.

3.55 The acute scarcity of foreign exchange and the appreciation of
the real effective exchange rate has created a situation whereby the
shilling is traded on the black market at substantially above the official
rate thereby creating large untaxed rents and diverting scarce foreign
exchange to non-priority uses. The Government has attempted to redress
this problem by allowing exporters to retain between 10 to 15% of their
export earnings to pay for imported inputs. The export retention scheme
further strains an already tight free foreign exchange budget and it may
not significantly reduce black-market operations. Therefore, further
adjustment of the nominal exchange rate is needed to reduce rents in the
parallel markets, and the diversion of foreign exchange to non-priority
uses, and as a part of a policy package designed to improve the fiscal
accounts.

3.56 External aid. In the early 1970s the level of external
assistance increased sharply and by 1975 net capital inflow was three and a
half times its level in 1970/73. The bulk of this aid was used to finance
development programs in transport and communications which raised the level
of investment to 26% of GDP by 1976. Imports of machinery and transport
equipment, which accounted for 35% of total imports, were almost entirely
financed by external aid. Most of this assistance came from bilateral and
multilateral agencies on concessional terms. Project-related aid has
remained high over the decade. Although Tanzania received substantial
external aid throughout the 1970s, external aid was tied to specific
projects and was therefore not available for general balance of payments
financing. Consequently, 70% of the increase in the current account

31 For a review of the methodology as well as the discussion of conceptual
problems see -Real Effective Exchange Rates Indices: A Re-Examination
of the Major Conceptual and Methodological Issues-, IMF Staff Papers,
Vol. 30, Sept. 1983.
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deficit after the first oil shock was met by IMF purchases and drawing down
reserves. This problem worsened considerably after the second oil shock.
Since 1978 the volume of aid has stagnated in nominal value. To finance
the increased current account deficit after the second oil shock, Tanzania
increased its reliance on supplier credit financing, drew down reserves and
began to accumulate external payment arrears.

3.57 The pattern of aid flows after 1978 shows the efforts of the
bilateral donor community to bring its aid more in line with the country's
current needs. While the level of assistance has remained constant in
nominal terms, donors have tried to shift their aid away from capital goods
to general import support or commodity aid. Inflows under government MLT
loans have grown slowly but additional financing has been made available
for recurrent cost imports. Despite this support from donors and cutbacks
in the volume of imports by 32% between 1977-1982, Tanzania has exhausted
its reserves and has accumulated arrears on import payments totalling $400
million.

3.58 External Debt. As of end 1983, Tanzania's medium ana long-term
debt outstanding, including undisbursed, stood at $2.6 billion of which
$1.0 billion was undisbursed. Almost all the borrowing was carried out by
the public sector and was related to the development program. The main
sources of Government borrowing have been multilateral institutions,
especially the World Bank; OECD Governments and China, and the bulk of the
borrowing has been on concessionary terms. The average terms of
commitments in 1982 were maturities of 31 years including eight years grace
and interest at 4% per annum.

3.59 Net transfers have been strong since 1977 averaging $130 million
annually and grants have been around $90 million per annum. The debt
burden was further eased when a number of donors (mainly European and
Canadian) cancelled all or part of the principal payments due in response
to an agreement at UNCTAD in Geneva on debt relief to the poorest
countries. The debt service ratio averaged 10% of total exports up to
1979. The situation changed markedly after 1979. To offset the decline in
aid flows from official government sources, Tanzania for the first time
incurred loans from suppliers credits and commercial banks. These loans
had maturities of 7-10 years including one year's grace and interest rates
of 9%. The servicing of these loans have added significantly to
debt-service obligations since 1980.

3.60 Despite a generally favorable package of concessional aid,
Tanzania has begun to accumulate arrears on its medium and long-term debt.
The build-up of suppliers credit obligations, the need to make repurchases
to the IMF and the fact that many loans incurred in the early 1970s began
to fall due, contributed to an increase in debt service payments from $50
million in 1979 to $150 million in 1982, and an increase in the debt
service ratio from 10% to 20% over this period. If repurchases from the
IMF are included, the debt service ratio rises to 25% in 1982. Arrears on
MLT debt were estimated at $55 million in 1983.

3.61 External reserves. At the end of 1977 the reserve position was
quite comfortable. Gross reserves stood at over $300 million or five
months imports; by the end of 1978 they had fallen to less than two months
of imports. Since then the reserve position has deteriorated further. As
of end 1983, gross reserves stood at $44 million or ten days of imports.
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A PROGRAM OF RECOVERY
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Chapter 4: THE ?ACRO-ECONOMIC FRAMEWORK

A. Introduction

4.1 The economic crisis confronting Tanzania is probably the gravest
it has faced as an independent nation. The per capita GDP continues to
fall for the third year in a row -- by 1.7Z in 1983, compared with more
ttla 10% over 1980-82. The shilling is traded on the black market at well
above the official rate. Shortages of foodstuffs multiply. Inflation is
currently running at 30% per annum and the minimum wage is no longer
considered adequate for basic nutritional needs. Signs of the
deterioration in living standards are visible in both rural and urban
areas, as people spend increasing amounts of time searching for essentials
and produce remains uncollected for lack of transport. The Government is
very concerned about the worsening dimensions of the problem aiau regularly
keeps the public informed about its efforts to deal with tne crisis.

4.2 As described in Part I, the economy of Tanzania was adversely
affected over the past decade by a series of external shocks which would
have tried the management capacity of more developed countries. These
setbacks, however, confronted an economy which had little margin to
maneuver -- low per capita income, a large subsistence agricultural
economy, and a production structure which could not adjust easily to these
imbalances. But even allowing for these constraints, it must be recognized
that these shocks confronted an economy entrenched on a development path
which emphasized industry over agriculture, large-scale over small-scale
activities and food over export crops. Government policies were slow in
responding to the need to shift resources to agriculture; to reduce the
losses of parastatal organizations and to introduce greater flexibility in
the economy in dealing with the existence of shortages. Instead, it
appears that the Government tried to manage the problem by instituting a
number of controls and using the budget as the principal policy
instrument. This response led inter alia to a deterioration in government
finances, a decline in export earnings and the growth of widespread
parallel markets.

4.3 After a number of abrupt policy starts and stops (annual Economic
Survival Plans) a program of adjustment was adopted in March 1982. The
Structural Adjustment Program (SAP) for Tanzania (FY83-FY85), which was
approved by Parliament in June 1982, is a brief document largely based on
the more detailed report of the Tanzania Advisory Group.1/ The program is
divided into two parts. The macroeconomic part broadly Wefines measures
aimed at improving public sector finances, reducing inflation and improving
external balance. -t also makes a distinction between the measures needed
for "crisis management" and "structural adjustment". The sectoral part
sets out objectives and recommendations in the areas of agriculture,
industry,transport, energy, distribution and parastatals. An Implementation

1/ The Tanzania Ad-isory Group (TAG) was established in the Spring of 1981
after an exchange of letters between President Nyerere and World Bank
President Robert McNamara and financed by an IDA Technical Assistance
Credit. The members of the Advisory Group were Messrs. Michaneck
(Head), Pratt, Helleiner and Mr. Van Arkadie.
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Schedule has been prepared assigning tasks and responsibilities and a
well-run Implementation Secretariat has been established in the Ministry of
Planning.

4.4 The main objectives of the SAP as set out in the Government paper
are: (i) _.risis management: to get inflation under control and to
achieve a quick restoration of productive activities with the help of an
external injection of balance of payments support. This involves making
the necessary cutbacks to restore balance in the fiscal and external
accounts and policies related to the budget, prices, credit, parastatal
deficits, etc. It also involves a shift from new investment to the use of
available resources to maintain and fully utilize existing capacity; (ii)
structural adjustment: to restructure economic activity through altering
incentive systems and setting priorities in government spending; to
rationalize the production structure to increase capacity utilization and
labor productivity, and to reduce unproductive activities; and to improve
planning and control systems through more effective budgeting, monitoring,
evaluation and enforcement of agreed priorities. As general objectives,
these principles are sound, and since 1982 further progress has been made
in refining SAP objectives at a more sectoral and microeconomic level.
What is needed now is improvement and in some cases, initiation of the
measures to implement the decisions which have been reached.

B. Recent Policy Actions

4.5 In addition to improved demand management and sectoral shifts in
the allocation of resources, the objectives of the SAP were also concerned
with institutional improvement. In pursuit of such reform, the Government
has already implemented a number of measures. These include the
rationalization of urban transport, allowing greater diversity of
operations; steps to ensure prompt payment to farmers; and the distribution
of scarce commodities up-country. In addition, a task force was
established to formulate a national agricultural policy and two high level
groups were asked to submit concrete proposals to improve the efficiency
and reduce the costs in the parastatals and government ministries. The
following is a summary of the major policy measures which have been taken
over the past two years in conformity with the priorities set out in the
Structural Adjustment Program.

Fiscal and Monetary

- devalued the shilling by 32%;
- made substantial cuts in the development budget;
- increased the share of agriculture in the development budget;
- reduced expenditures on defense and the social sectors in

favor of rehabilitation and maintenance in the productive
sectors; and

- increased taxes on beer, cigarettes and other consumer goods;
- improved tax collection and assessment procedures.

Marketing and Distribution

- removed restrictions on inter-regional trade;
- abolished pan-territorial pricing for agricultural

commodities;
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- abolished price controls on all but 75 essential goods;
- increased the number of retail outlets selling farm inputs;
- opened the marketing of minor food grains to anyone

interested;
- ilcreased producer prices for export crops by 40% and food

cropg; by 80%;
- abolished taxes on exports;
- introduced foreign exchange retention scheme to enable

exporters to spend at least 10% of their export earnings on
essential imports; and

- restored responsibility for extension services to the Ministry
of Agriculture (previously PM's office and agricultural
parastatals).

Institutional Reform

- established a commission to examine the role of export crop
and other parastatals with a view to reforming their procedure
and abolishing some services;

- established a working group with the World Bank to define the
role of NMC in grain marketing and storage;

- introduced cooperatives in the major producing areas; and
- enacted legislation allowing local authorities to raise their

own revenues.

4.6 These policy reforms were designed to improve economic efficiency
and relax Government controls over the day to day management of the
economy. In some cases, as for example with multiple marketing channels,
it is too early to judge whether the new arrangements will reduce overall
marketing costs. In other cases, such as the liberalization of internal
trade, the effectiveness of the reforms was limited by the import capacity
constraint. But they were also limited by the long time lags which
characterize decisions reached at the Cabinet and policy actions. The
authorities need to streamline the mechanism for considering needed policy
actions and the Cabinet needs to follow through by establishing the
procedures to implement anc monitor its decisions.

C. Proposed Recovery Program

4.7 The following is a brief outline of a proposed recovery program.
It is not new. It is the product of the work of TAG as reflected In the
Government's SAP and in the 1983/84 budget, and its specifics have been
supported by various World Bank studies. The proposed recovery program
recognizes that the outlook for trade and aid facing Tanzania during the
rest of the 1980s is likely to remain bleak. The scarcity of foreign
exchange will therefore continue to be acute. This means that stronger
measures will have to be taken to reduce waste and inefficiency, to scale
down the quantity and quality of public sector services provided, to give
priority to the agricultural sector and finally, to halt the decline in the
rest of the economy. These are the Government's stated priorities but a
great deal of work remains to be done to make these policies operationally
effective and to reaffirm the Government's commitment to carrying out what
is in fact an austere damage minimization program.
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4.8 Policymakers confronted with deteriorating living standards
cannot contemplate with equanimity a program which entails further
sacrifices. Yet effective adjustment requires a broad political acceptance
that, irrespective of the role of external factors in the extent and
duration of the crisis, its resolution rests primarily on domestic
adjustment policies, and postponement makes these choices more not less
difficult.

4.9 The emphasis of the recovery program must also be on channeling
resources to raising the productivity of smallholder agriculture. The
managerial capacity of the public sector is strained to its limits and the
morale of public sector employees is low. In these circumstances the
maximum return on the use of the scarcest resources is likely to come from
programs focussing on smallholders and villages, which account for 80% of
agricultural output and 50% of total GDP. Additional gains are also likely
to come from widening the range of activities that individuals may engage
in at the village level in order to release the initiative of the villagers
in bettering their own lives.

4.10 Tanzania has never had any difficulty in defining its
objectives. Indeed both critics and supporters would argue that the
trouble has been too many objectives, too many things to do at the same
time with ill-regard to the human and physical constraints. A commitment
to the recovery effort requires a reordering of priorities on a few
short run objectives and a willingness to marshall all of the country's
resources and energies in its support.

4.11 To summarize, the major macroeconomic objectives of the recovery
program are:

1. To restore the country's financial health. Despite
substantial spending cuts, revenues have continued to fall
faster than expenditures leading to unpianned monetary
expansion and inflation.

2. To halt the deterioration in the country's productive
capacity. Priority must be given to the agricultural sector
but the removal of transport bottlenecks and increased
capacity utilization in industry is also necessary for
economic recovery.

3. To protect the gains which have been made in meeting basic
needs. Expenditure cuts and the relaxation of controls will
create further hardships. Special efforts therefore need to
be taken tc target programs in health, nutrition and
education to meet the needs of the most vulnerable groups in
society.

Implementation Steps

4.12 The major steps that need to be taken to implement the program
are summarized below and are discussed in greater detail in Chapters 5 and
6. As indicated, the Government has already taken action in many of these
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areas but structural adjustment is a long-term process and policy measures
will need to be constantly adjusted in the light of new information and
economic developments.

4.13 Restrict Development Expenditures. The scope for further
increases in revenue is limited by the low level of economic activity, and
recurrent expenditures on rehabilitation and maintenance will have to
increase. The burden of adjustment to fiscal imbalances must therefore be
borne by cuts in the development budget. In this effort the Government has
shown its determination and has achieved some success. Since all the
projects remaining in the development budget have foreign financing,
further cuts will require close consultation with ari the cooperation of
the donors in undertaking a detailed review of ongoing projects which could
be postponed or cancelled.

4.14 Emphasize Rehabilitation and Maintenance. Budgetary mechanisms
need to be established to ensure that the resources allocated to
agriculture, industry and transport are directed toward urgently needed
rehabilitation, maintenance and replacement rather than creating new
capacity. The recurrent cost import needs for these sectors have been
estimated as $400 million per annum over the next three years (for details
see Chapter 5). However, the Government needs to finalize the
rehabilitation packages being prepared for the industrial sector and all
export crops. These studies will provide a detailed breakdown of the
domestic and external resources needed to rehabilitate existing capacity.

4.15 Improve Parastatal Finances. Given the recent increase in
producer prices, a substantial devaluation is needed to reduce the
operating losses of the export crop parastatals. The degree of exchange
rate adjustment needed can be reduced if measures are taken to reduce the
costs and restructure the operations of the parastatals. The preliminary
findings of the Presidential Commission on parastatal efficiency are that
TSh 600 million per annum (15% of their operating costs) can be saved by
the crop parastatals. A monitorable action program needs to be drawn up to
implement the restructuring decisions which have been approved by the
Cabinet, for example in the case of NMC and the Tea Authority.

4.16 Relax Controls. A further relaxation of controls governing
trade, distribution and investment activities would return a number of
transactions to the formal economy and support SAP objectives. A review
needs to be made of the costs and benefits of retaining price controls even
on the reduced list of goods. On marketing, a schedule needs to be drawn
up indicating which cooperatives will take over which functions of the
parastatals and by when.

4.17 Increase Producer Incentives. With the price increases announced
for the current (1983/84) crop year, the Government has signalled its
intention to raise producer incentives. The Government has also indicated
its intention to prevent to the extent possible further erosion in the real
prices, and to see that the farmer receives 75% of the world market price
for his products. Further actions need to be taken to raise producer
incentives by ensuring prompt payment to farmers and the availability of
incentive goods. A plan needs to be drawn up to increase producer prices
by 52 per annum in real terms over the next 3-5 years.
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4.18 Improve Budget Planning and Cost Control Mechanism. To
complement ongoing work, the Government needs technical assistance to
improve the planning and budgeting process. First, the audited accounts of
the parastatals which are incomplete and outdated by four to five years
need to be updated in order to improve control over parastatal spending.
Second, information available on project costs and actual disbursements on
ongoing projects is fragmentary. There is need to synthesize project level
information on expenditures and projected disbursements over the next four
years to ensure consistency between the development budget, projected
foreign exchange earnings and bilateral and multilateral aid flows. Third,
the Treasury has instituted a process by which it will be informed
automatically if any proposed expenditure by a ministry is above the
budgeted amount, but it is not clear what scope the Treasury has to
disapprove such spending.

4.19 Aid Coordination. The recovery program also needs to be reviewed
in the context of an aid group meeting since Tanzania is in need of
increased balance of payments support on concessional terms to improve the
supply response. The economy is operating at a level of imports which is
inadequate. The volume of intermediate good imports is 50% of wha* it was
in 1970 despite the fact that aid donors finance almost half of total
imports. About 70% of net capital flows are tied to projects. Many of
these projects will not increase production for several years and will
increase the demand for recurrent resources. Donors need to carefully
review the existing aid portfolio with the Government with an eye to how
many projects can be scaled down, redesigned or postponed to fit with
current SAP priorities.

4.20 Debt Rescheduling. Tanzania's debt problem has already reached
unmanageable proportions. Debt service on medium and long term loans could
reach about 30% in the next three years. In addition, the country has
built up arrears of about US$450 million. If the debt burden is not
reduced, debt service payments could claim nearly 50% of the foreign
exchange available for recurrent cost imports. The Government is receiving
external assistance in compiling data on short term debt and in filling
gaps in the reporting of medium and losag term debt. These data are needed
in order to prepare an appropriate package for debt relief.

4.21 Conclusion. There are three major obstacles to recovery over the
medium--term in Tanzania: (i) the country's rigid production structure and
the low overall elasticity of supply in agriculture; (ii) a cumbersome
policy-making apparatus and the shortage of technical and managerial
resources to carry out comprehens've policy reforms; and {iii) the
magnitude of the additional foreign inflows needed to break the production
impasse. In view of these constraints, economic recovery in the medium
term is likely to be modest, and the country could only expect to regain
the 1970 per capita consumption level by the end of this decade. However
in the absence of comprehensive policy reforms and additional inflows of
foreign exchange, the economy will continue its backward slide. While the
growth of subsistence agriculture could be expected to keep pace with
population growth, export volumes, overall GDP and per capita consumption
will fall further.
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Chapter 5: SECTORAL POLICIES

Introduction

5.1 Tanzania's economic failure stems from its neglect of agriculture
and the key to its recovery is the success of its current efforts to give
greater priority to the sector. This was also the conclusion of the Bank's
Agricultural Sector Report. However, a recovery of agricultural output
requires a concomitant increase in industrial output and the removal of
tran.sport bottlenLecks. Recovery thus has to be seen as a program of
maintaining vital intersectoral linkages. It also has to be seen as a
package including improved pricing policies, institutional reforms and
increased recurrent cost imports. Policy reforms without an increase in
imported inputs will aot bring about recovery. Relaxation of the foreign
exchange constraint will increase output in the short-run but it will not
lead to sustained growth in the economy. This requires simultaneous
improvement in all three fronts: inputs, incentives and organization. The
recovery program also has to be sufficiently flexible to allow for
trade-offs within the policy package and the time-phasing of the program
over a rnumber of years. This chapter contains a discussion of the
requirements for recovery in the major sectors.

A. Agriculture

5.2 The report of a high level task force on agriculture was
submitted to the Ministry of Agriculture in October 1982 and issued as the
Tanzania National Agricultural Policy. The report generally concurs with
the diagnosis and recommendations included in the Bank's agricultural
sector report. However, a subsequent paper on agricultural policy which
was reviewed by the Cabinet was issued in 1983 and it fell short of
endorsing two important recommendations in the Bank's study and the
report of the Government's task force--flexible pricing and exchange rate
policies and a more limited role for the public sector In agriculture.

5.3 The measures taken to date have already contributed to a more
favorable environment for production. Crop procurement in 1982/83 (except
for sisal and cashew) was better than expected a year earlier. These steps
include price and exchange rate changes; increases in the recurrent
resources to agriculture; export retention schemes; the liberalizing of
marketing channels and the granting of 33-99 year leases for large
commercial farms to 'ndividuals and joint ventures. Also within the block
farming system, farmers will be allocated individual blocks indefinitely
rather than a different one each year. The progress made to date and the
further actioxns which need to be taken under the recovery program are
discussed under five headings: resource allocation, price policies,
marketing, the supply of incentive goods, and research and technology.

Resource Allocation

5.4 Capital investment. The structural decline in the production of
many of Tanzania's major crops has been associated with the depreciation of
the capital stock and other assets of the sector. The share of agriculture
in the development budget fell from 20% in the mid-sixties to 13% in FY82.
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Actual expenditures on agriculture have been stagnant In real terms sirnce
FY76. Ira addition, the pattern of inivestmeut in agriculture was uot
directed towards raisirg agricultural productivity. Only 10% of the budget
was sper,t on irrigatior,, seed production., land surveys or research. Nirkety
percent of the inrvestmenit went to parastatals to expqud capacity (as
in sugar), to replace equipment (sisal), and to develop n.ew activities
(dairy farming). Furthermore, investmexats were often concentrated in orne
part of the sub-sector while the rest was neglected. Thus investmensts Irn
cottou focussed on production. while milling and ginntting capacity were
allowed to deteriorate. The reverse situation has occurred it, tobacco,
cashews and pyrethrum where large processinig facilities were installed
while productions was neglected. The only two crops where bslan,ce appears
to have beezn mainitainaed are coffee anid tea. However, processing capacity
is deteriorating here also for lack of rehabilitation and malintenanice.

5.5 Over the past two years, the Governmen.t has doubled the share of
the developmenLt budget goirg to agriculture (broadly defined) from about
12% to 24%l/ an,d it has attempted to restructure the project portfolio to
emphasize Fehabilitation projects in favor of those adding to capacity.
Projects such as the Masasi maize mill, farm service centers etc. were
dropped from the FY83 budget and ILO new projects were approved in FY84.
The budget does however include provision for expenditures on some projects
that need to be reviewed it, the light of the objectives set out for SAP.
For example the funds programmed for the proposed large maize and rice
farms could be usefully diverted to providing support services and/or
iufrastructure for small and medium scale farmers. These large farms are
not likely to come oni stream during the next two to three years anid they
will probably require unsustainlable levels of foreign. exchatge to operate.
Similarly some of the irrigation projects an.d ilvestments platnned in the
sugar sector could be deferred. Our preliminrary review of thes.e projects
suggests that the immediate budgetary impact of cancellirng these projects
in FY84 would amount to a reduction lin expenditures of only 15%, but the
total savings of delaying or droppinig these projects would be nearly $200
milliorn over the life of the projects.

5.6 The inadequacy of recurrent budget for the Ministry of
Agriculture which was inlcreased from TSh 140 milliorn in FY81 to TSh 174
million in FY84 contlnues to limit Its effectiveness. Over the past four
years the budget has increased by only 24% while corsumer prices have risen
by 162%. As a result, funds budgeted for development expenditures are
routinely used to meet recurrernt costs (vehicle replacemenzt, petrol,
travel, etc.). This has resulted In poor project implementation, delays
and cost overruns. There continues tJ be a need to divert more of the
savings from the development into the recurrent budget. This need has
become even greater with the reversion of re,ousibility for extension
services to the Mirnistry of Agriculture.

I/ This includes allocations to livestock, natural resources, rural roads
and some expenditures (coffee research, greern leaf transport) which
would be more appropriately classified as recurrent expenditure.
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5.7 Recurrent import needs. Sine- 1980 the foreign exchange
available to agriculture has increased from $47 million to $82 million
in 1983 on account of disbursements from the IDA financed Export
Rehabilitation Credit and commodity aid such as the Dutch grant for
fertilizers. To relax the foreign exchange constraint, the Government is
allowing exporters to retain 15% of their earnings to meet essential import
needs. While the needs of the sector greatly exceed this amount, the
scheme will enable producers to obtain critical requirements at short
notice when necessary.

5.8 The foreign exchange requirements for agriculture given in Table
5.2 are preliminary estimates derived from crop studies. They indicate the
fozeign exchange needed to partially restore and in some cases maintain
existing levels of production. For small and medium scale producers the
principal recurrent import needs are for the marketing and processing of
their crops (food grains, cotton, coffee, tobacco, tea and cashews). For
large producers, the principal recurrent needs arc imports of field
machinery and processing facilities for sugar, wheat and rice. The
principal rehabilitation needs are for restoring cotton and tea processing
capacity; improving the management of the tobacco authority and providing
new nurseries for cashews and cloves. The rehabilitation requirements for
large scale producers, including private estates and commercial farmers,
are estimated on the assumption that large incrLases in output can be had
from this source both in food crops (wheat and maize) and export crops
(sisal, coffee and tea). Sugar is by far the most costly crop to restore
to acceptable levels of production with a rehabilitation requirement of
USSlO million.

5.9 A detailed analysis has to be carrIed out on a crop by crop basis
to arrive at the total resource requirements, domestic and foreign, for the
rehabilitation of existing capacity. Some preliminary work has already
been carried out by the Ministry of Agriculture and the SAP Secretariat.
The World Bank plans to assist the Government in carrying out this task,
through its normal economic and sector work program. During the coming
year studies are proposed for cotton, sisal and tobacco. Each study will
look at the rehabilitation needs as well as the institutional changes
needed for recovery, and help in the design of crop packages suitable for
donor support.

Prices and Marketing

5.10 Since 1980 the Government has psirsued a more active pricing
policy. Increases in the producer prices for cotton and tea becween
1981/82 and 1983/84 were larger than the price increases over the preceding
four years. In 1982/83 nominal increases of around 40% in producer prices
were announced for coffee, cashews and tea (about 5% real). However
inflation has eroded the real value of these rapid nominal increases.
Cashew is the onl; crop for which the 1983/84 real producer price is higher
than the 1978/79 level (Table 5.3).
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Table 5.1: REC3ERENI AND REEIT9 BEIGN EXANGE REJR
CF MsE AGXRCULTURAL SETOR (US$ MUIl)

Recurrent ebhabilitation

Food Crops Production 37 20 Spares ard parts for tractors.
Processing 16 - Short-temk needs covered by IDA credit.

Cott:c Production 14 7 Tecliical assistance, mahinery and spare parts for
Processirg 15 33 glineres ard oilmills.

Coffee Production 29 10 Estate sector (tractors, machinery for pulpery, transpDrt).
Processing 4 - Needs covered by European Developent Fund Credit.

Sisa Production 13 20 Agricultural machnery and transpDrt.
Processig 1S 10 Decorticators and water supply.

TotccoD Production 9 15 Technical assistance ari support costs.
Processirg 3 -

Tea Production 7 10 Vehicle and machinery replacemet.
Processing 5

Casbevs Production 1 5 New nxrsery and planting material development.
Ptocessing 6 -

cloves Production n.a. 5 New nursery and planting materidal development.
Processing - -

Sugar Production 26 65 Field and factory equipment rqplacement for
Processing 13 35 Xilombero, TPC and Mtwiba Estates.

209 235

Less ccst of oil ard 55 -

petrol.

Total 154 235

Source: Ministry of Agriculture and Bank staff estimstes.
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5.11 The decline in real producer prices has in part been due to
international price trends. Since 1977/78 producer prices for the major
export crops have increased in nominal terms despite the decline in export
unit values. However, this was not enough to prevent a decline in real
price levels because inflation in Tanzania has been greater than in the
world economy. Since it would not have been possible to allocate all of
the loss in income induced by falling terms of trade to the urban sector,
prices and exchange rate policies were used to allocate the loss in favor
of the producers.

Table 5.2: DINK OF REAL PRMJCER PRICES

1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84

Export Crops

Coffee 100 74.0 76.3 64.7 61.2 47.8 40.4
COttAOL 100 92.7 94.9 79.3 71.9 70.5 68.2
Casbews 100 92.9 112.4 155.5 203.2 156.7 166.5
Tobacco 100 88.8 86.5 78.6 76.1 83.9 63.6
Tea 100 88.8 72.7 77.7 61.0 62.7 66.6

Food Crops

Maize 100 89 86 67 79 71 69
Paddy 100 89 91 83 86 86 88
Wleat 100 89 79 75 79 69 64

Source: Ministry of Agriculture

5.12 The Government's plans are to make further annual adjustments of
5% in real terms over the next 3-5 years and at the very least to maintain
the present producer prices in real terms. The Government has also decided
that farmers should not have to carry the burden of inefficient marketing
arrangements. In future, farmers should receive at least 75% of the export
price of their crops. These objectives will be difficult to achieve if
export prices continue to fall.

5.13 The devaluation to US$1.00 = TSh 12.2 has eased the very tight
cash flow position of the private sisal and tea estates. However,
substantial further adjustment is needed if the export parastatals are to
break-even.

5.14 Large increases in the producer prices for food crops were
announced for the 1983/84 crop season -- 80% for maize and 45% for rice.
These increases will necessitate further increases in consumer prices if
the subsidies on food are to be contained. The Cabinet decided in late
1982 that with the exception of sembe (maize meal) and cassava flour, NMC
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should set consumer prices so as to cover costs. The implementation of
this decision would greatly improve the public finances and reduce NMC's
losses. The Cabinet decision also provides for the elimination of the
remaining food subsidies in three steps. Further action needs to be taken
to put these policies into effect.

Marketing Policy

5.15 Significant progress towards rationalizing the food marketing
system has been made over the past year. The limit on private grain
shipments has been raised from 30 kg. to 500 kg.; in July 1983 the Prime
Minister directed that all road blocks be removed; and, in the context of
the discussions of the redesign of the grain milling and storage project,
the Government has indicated its willingness to license traders who would
buy and sell grain on their own account.

5.16 Some recent developments suggest that the Government recognizes
that increased benefits are likely to come from broadening marketing
channels. For sisal, the Government has authorized direct export sales,
subject to the return of proceeds through the Bank of Tanzania. This and
the arrangement for tea are useful experiments with operating multiple-
channel export marketing arrangements. As the cooperative system
establishes itself, cooperative ginneries or groups of ginneries may become
strong enough to export directly.

Input and Incentive Goods

5.17 The scarcity of consumer goods remains acute and the benefits of
price increases will be limited if goods are not available for purchase.
The Government's intention is to make these commodities available to
farmers at prices that they can afford". However, this objective is
defeated if the result of the policy is that few goods reach the rural
areas because of wastage and inefficiencies in the distribution system.

5.18 The deconfinement of sales of agricultural inputs and incentive
goods at the regional level may reduce distribution costs and increase the
availability of goods in the villages albeit at higher prices.
Alternatively, the Government may have to adopt special interim measures in
addition to the increased producer prices to ensure delivery of these goods
directly to the farmers. Fertilizers provide a good case in point. The
subsidy on fertilizer is intended to popularize its use. However, given
the current shortage, the demand for fertilizers far exceeds the supply.
Thus, it should be possible to reduce the burden on the budget by removing
the subsidy while not affecting overall consumption. It might also be more
effective to make fertilizers available only in specific areas and for
specific crops.

Research and Technology

5.19 The allocation of resources under the recovery program does not
directly address the problem of raising the productivity of smallholder
agriculture. This is because the immediate constraints to production are
processing and transport bottlenecks, and the shortage of inputs and
consumer goods. However a program needs to be started under SAP to
transform the backward technology of small-scale farming.
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5.20 The typical farm is operated by a family. The average plot size
is less than 2 hectares and, lacking fertilizers, farmers follow a shifting
cultivation pattern whereby part of the land is left fallow. A mixture of
food and cash crops is planted, depending upon variations of soil and
climatic conditions. From years of experience, farmers know what will work
and they make provision for inadequate rainfall. Land clearing, planting,
weeding and harvesting are all done by family labor using primitive hand
tools such as the hoe and the ax. Human muscle is the principal source of
energy and this limits the size of the farm that the family can operate.
Use of oxen as draft animals is constrained by insects such as the tsetse
fly and by soil conditions and topography. Tractors are hardly used by
small farmers. A few farmers have access to improved seed and fertilizer
but their use per hectare of cultivable land is among the lowest in Eastern
Africa.

5.21 These conditions have existed for generations and they explain
why farmers have little incentive to invest and why officials despair of
the role of small-scale farming in development. "To invest in yet another
hand tool or uore of the same low-quality seed means investment where the
marginal rate of return is low -- so low in fact as to be non-rewarding
because productivity is not likely to be increased by the added
investment."2/ As long as these conditions remain, improved policies will
result in movements along a givpn production frontier. Expanding the
production possibility frontier outwards requires increased research on
crops suitable for tropical drought-prone agricultural conditions,
extension services, improved varieties and farming practices along with
improvements in transport, marketing and infrastructure. E3rerience has
shown that investment in appropriate agricultural research has repaid its
cost very quickly, especially when the results can be swiftly delivered to
the farmers in the field.

B. Industry

5.22 The allocation of resources under the proposed SAP will attempt
to redress the current imbalance in the manufacturing sector at two levels:
first, at the intersectoral level, by reducing industry's large share of
scarce resources in favor of agriculture and transport; second, at the
intrasectoral level, by planning the flow of funds to different industries
and individual plants. The main issues to be addressed by the industrial
rehabilitation program are concerned with: (i) the amount of foreign
exchange available to manufacturing industry in the short term, and its
distribution among various subsectors and competing types of firms; (ii)
the rationalization of parastatal industries and coordination of new
investment plans; and (iii) the policy changes needed to reduce domestic
market distortions and to encourage exports.

5.23 Recurrent Import Needs. The foreign exchange needs of the
industrial sector (Table 5.4) were prepared by the SAP Secretariat with

2/ T. W. Schultz, the Nobel prize-winner and author of The Transformation
of Agriculture.
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consultancy help from TISCO.3/ This put at TSh 2,100 million the minimum
allocation with which priority large-scale industries (parastatal and some
private) could operate at 60% of capacity. A further TSh 460 million would
be needed for rehabilitation of plant and machinery in the first year.

5,24 Industries selected for allocations satisfy one or several of the
following criteria: they produce essential goods, incentive goods, revenue
raising goods, export goods, and/or intermediate goods essential to one or
more of the other categories. The selection of enterprises to receive
priority allocations was based on efficiency criteria. However, the data
base is scanty and there is room here for improving the allocation system
in line withi the rationalization program for manufacturing parastatals.

Table 5.3: FOREIGN EXCHANGE REQUIREMENTS FOR INDUSTRY
(US$ million)

First Year Annual Recurring
Plant and Machinery Inputs to Sustain

Rehabilitation 60% Capacity Working Total

Textiles and 14 31 45
leather

Food, beverages 3 25 28
and tobacco

Iron and metal 10 52 62

Cement 3 2 5

Wood and paper - 2 2

Chemicals 4 52 56

Others 2 8 10

Total 36 171 207

of which parastatals 25 97 122
as % of total 68 57 59

Source: Ministry of Planning

5.25 The estimate of the recurrent cost needs for industry of about
$200 million per annum makes no allowance for small private sector

3/ Bank staff have also reviewed the detailed studies of the Tanzanian
Industrial Studies Consulting Organization (TISCO).
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industries. The implication is that the latter will either have to
innovate or go under, even though they may be making more efficient use of
imported inputs or producing more essential goods than those for which
import allocations have been specified. In the circumstances, it might be
advisable to add to the present estimate a margin of 5-10% for "other'
industrial imports to allow for intrasectoral linkages and for the import
needs of those smaller enterprises which provide inputs to other sectors of
the economy (particularly building and construction).

5.26 These estimates also do not include the recurrent cost import
needs for projects expected to come on stream over the next 3-5 years. The
estimated recurrent foreign exchange requirements of three of the new
manufacturing projects due to start operating during the SAP period would
add between 7% and 13% to the industrial sector's annual import bills. If
Morogoro Textiles, Mbeya Cement Co. and the Mufindi Pulp and Paper project
become operational at the rates being planned, their import requirements
(production inputs and management services) will grow from TSh 140 million
to TSh 260 million between 1984 and 1987 (at constant 1983 prices and
exchange rate). It is assumed that special arrangements will need to be
made with the aid donors on the financing needs of these projects.

Industrial Restructuring

5.27 Given the shortage of foreign exchange for inputs and low
capacity utilization rates in industry, there will have to be a
rationalization program within the SAP. The lack of foreign exchange is
likely to effect some streamlining in the private sector, but specific
measures are needed to improve efficiency in some of the larger
manufacturing parastatals. The SAP Secretariat has prepared the
ilformation needed for a two-part action plan to rationalize the financing
structure and operations of the parastatals, and to coordinate their
investment programs. If the donors were to agree on the need for such a
restructuring plan, technical assistance could be provided for the first
phase in the form of management and accounting services. These would help
with the rationalization of corporate structures (mergers of uneconomic
subsidiaries) and with settilg up comparable financial systems in the
different groups. Areas particularly in need of improvement include the
cost-effectiveness of holding companies, the quality and comparability of
accounting practices, sources and uses of funds and cost controls. Some
attempt needs to be made to introduce common systems into the parastatals
in order to coordinate future development needs.

5.28 Donor support is also essential to the second phase of the action
plan, which is concerned with the coordination of investment projects and
programs. Large new projects have been conceived for sectors where there
is already considerable underutilized capacity and/or without adequate
provision for recurrent foreign exchange requirements once the initial
project ilvestment had been made. Morogoro Shoe Factory and the National
Bicycles Company are two examples. There are other donor-assisted projects
at various stages of implementation which have little or no prospect of
operating economically in the foreseeable future. The SAP requires a
critical reevaluation of these projects, followed by a series of decisions
on their future. These will ilvolve the cancellation or redesigning of
some projects still at an early stage of implementation; postponing the
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completion or start-up of new plant and closing down some existing
operations. This difficult task cannot be performed unless the donors
involved give their full support. If the rationalization program is not
implemented, the usefulness of the SAP as a whole will be in jeopardy. The
import support provided during the SAP period will not be sufficient to
finance operations in these new projects. The net result will be more
underutilized capacity at the end of the SAP period.

5.29 Most of the projects that are in need of review by the Government
and donors have been identified by the SAP Secretariat. Apart from
existing capacity utilization in the industry concerned, the criteria to be
used in deciding whether or not to suspend operations in a particular
project should include the net foreign exchange situation. If a project's
current exchange requirements for operating at break even capacity (raw
materials, spare parts, energy, debt servicing less realistically estimated
export earnings) add up to more than the foreign exchange cost of closure
(cancellation of management contracts, debt service and minimum plant
maintenance) then there is a prima facie case for not diverting scarce
resources to that project, at least for the time being.

5.30 New industrial investment in the parastatal sector should be kept
to a minimum. Many existing projects will be postponed as part of the
parastatal rationalization program. Meanwhile the criteria for new project
generation should be laid down more strictly. Criteria approved as
guidelines for financing projects during the SAP period, include: (i)
ongoing projects which conform to the long term industrial strategy and are
at advanced levels of implementation; (ii) projects that will substantially
reduce shortages of essential and incentive goods; (iii) projects which
will reduce bottlenecks; (iv) projects which will either earn significant
foreign exchange or generate substantial revenue; (v) projects which use
mainly local resources. However, these categories can be made to fit most
projects. Given the present supply constraints, approval for new
industrial investment should depend on how efficient such a project is
likely to be in using both domestic and foreign resources.

5.31 Government policies towards private investment are not well
defined although the private sector has an important part to play in
industry. The SAP Secretariat's analyses of parastatal projects stressed
the need to avoid public sector investment in areas which are already
served by private industry (e.g. Sabuni's plan to build another liquid
detergent plant). This suggests implicit support for private industry.
However, the economy would benefit if private industry were explicitly
allowed to share in the benefits of the SAP and informed that further
investment be approved subject to the same tight criteria as are suggested
for parastatal investment. Access to the export earnings retention scheme
would be a valuable incentive to export-oriented small or medium-scale
private manufacturers who currently receive very little from the foreign
exchange allocation process.

Industrial Policies

5.32 The institutional framework for industry is in need of
strengthening. Over the years central planning procedures have been
diluted by the fact that the pattern of investment, and of recurrent
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expenditures was determined mainly by what foreign bilateral or
multilateral agencies were prepared to finance in the parastatal sector.
The Government has found it difficult in practice to subject this process
to central planning control, or to put forward a coherent alternative
request for program assistance. This is a problem of long-standing. It
has steadily weakened the Government's industrial strategy, which is now as
far from achieving its main goals as it was in 1967 or 1974. While the SAP
deals with short-term foreign exchange allocations and rationalization in
the existing parastatal sector, a public sector investment review is needed
to analyze the role of industry in relation to other sectors, and to
suggest guidelines for future investment levels and priorities. If
required, the World Bank could provide assistance with the investment
review, but the programming exercise would require joint action by the
Ministries of Planning and of Industry and the individual donors.

5.33 A review of the impact of price controls on the operations of the
industrial sector is also needed. First, the Government may wish to review
whether shifts in production away from producing basic consumer goods is a
consequence of price controls or import shortages and whether such shifts
are desirable. Second, price controls may have encouraged the development
of the informal market and had a restraining effect on sales tax revenues,
except in those cases where tax rates have kept ahead of inflation (mainly
beer and cigarettes). Since many products currently subject to price
controls are actively traded at higher prices in the informal market, the
benefits (to the consumer) of increased production, adequate supplies to
the formal market and (to the government) increased sales tax revenues are
likely to outweigh the real cost (to the consumer) of raising or
decontrolling prices.

5.34 Export earnings generated by industries benefitting from foreign
exchange allocations under the industrial rehabilitation program (textiles
and clothing, leather, cigarettes, cement, batteries) are unlikely to
exceed TSh 150 million in 1984, barely 7% of their projected annual foreign
exchange requirements. The system of foreign currency and trust accounts
administered by the Bank of Tanzania gives some 25 exporters preferential
access to part or all of their foreign exchange earnings for imports of
certain inputs. If the concession were made more widely available during
the present import shortage, it could probably generate an additional TSh
50 to 75 million of exports, mainly in the clothing sector. In the context
of the parastatal sector's rationalization program, the export potential of
individual plants should also be among the criteria for future investment
decisions. In the textiles sector for example, Tanzania has not made full
use of the favorable market opening available in the EEC under the Lome II
agreement.

C. Transport

5.35 The Government's structural adjustment program correctly
identifies the removal of the transport bottleneck as an important
component of the recovery program. This will require increased recurrent
imports to rehabilitate the existing road network and vehicle fleet;
increased availability of fuel; better management of the various
sub-sectors and improved transport planning.
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5.36 Several donors are assisting Tanzania in the rehabilitation of
the sector. Canada is providing assistance to renovate the almost fully
depreciated Tanga Central Line; Germany is providing reconditioned
locomotives to TAZARA; the EEC and the World Bank Group are assisting in
the rehabilitation of the truck fleet. To supplement these efforts, an
estimated $100 million is needed in recurrent cost imports for roads and
vehicle repair.

5.37 Tanzania also needs assistance to strengthen its transport
planning capacity. Major studies have been carried out on the various
sub-sectors but they have not been integrated into an overall transport
policy. Planning is hampered by the dearth of information on the state of
the road network, the volume of traffic, the size and age of the vehicle
fleet; inter-regional movement of goods and the unit costs of alternative
modes. The recently created planning unit in the Ministry of Transport
would need considerable assistance to carry out these tasks.

D. Energy

5.38 Optimal utilization of natural gas will continue to be an
important priority in the energy sector. Studies have shown that the
construction of a gas pipeline from Songo Songo Island to Dar es Salaam
could be economically beneficial. In the longer term gas is also an
attractive option for electric power generation. These efforts to find
substitutes for petroleum products should be complemented by improving the
efficiency of the refinery, and encouraging energy conservation in
industry. In the power sector priority needs to be given to improve the
reliability of the power system through rehabilitation of existing
facilities and extension of grid with consequent savings in oil and diesel.

5.39 Serious depletion is taking place in the traditional fuel
sector. Fuelwood and charcoal prices have soared in urban areas and in
tobacco growing regions and major shortages loom in the near future if
strong actions are not taken soon. Regional demand forecasts are needed
together with specific evaluation and expanded development of potential
supply sources. These include: remote time stands suitable for
charcoaling, peri-urban fuelwood plantations, introduction of improved
charcoal stoves and/or promotion of electric cooking in areas with
low-cost, surplus power supplies.

5.40 A further issue is the institutional fragmentation in the energy
sector, which places petroleum, gas and power in the Ministry of Water and
Energy, wood supplies in the weakly-developed forest service under the
Ministry of Natural Resources and Tourism, and coal in the Ministry of
Mines. None of these institutions has any significant in-house
capabilities for analyzing energy options, or developing strategies and
coherent development plans.
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Chapter 6: MEDIUM TERM PROSPECTS

6.1 The recovery program outlined in this report is a minimum
program. It is desigrLed to halt the ongoing trend towards economic decline
In Tanzania. The program involves giving the highest priority to the
agricultural sector; getting inflation under control by reducing deficits
to sustainable levels; and mobilizing additional external support to meet
the recurrent import needs of the major sectors. The prospects of the
economy depend on Tanzania's success in implementing this program and on
trends in the external environment. This chapter discusses the medium-term
outlook for the public finances and the balance of payments.

A. The Fourth Plan (FY82-FY86)

6.2 The public finances will continue to be under strain during the
recovery period as the budget remains a major instrument of development
policy. Apart from improvements in pricing and marketing, many of the
policies discussed in Chapter 5 will be implemented through the budget.
The overall deficit is expected to increase moderately over the next three
years in nominal terms (Table 6.1) although declining substantially in real
terms and domestic borrowing requirements will remain high. Revenue growth
is constrained by the lagged response of output growth and the difficulty
of increasing tax revenues beyond the present level of 20% of GDP.

Table 6.1: PROJECTED BUDGET
(TSh billion)

----- Actual -- ---------…Projected - -

1981/82 1982/83 1983/84 1984/85 1985/86

Recurrent revenue 10.0 10.6 12.5 14.7 16.3

Recurrent expenditure 11.3 14.0 15.5 18.3 19.4

Surplus (deficit) -1.3 -3.4 -3.0 -3.5 -3.1
Grants 1.3 1.1 1.4 1.7 2.0
Development expenditure 5.2 4.4 5.8 5.9 6.2

Overall deficit: 5.2 6.7 7.4 7.7 7.3

Foreign borrowing 1.1 1.9 2.2 2.4 2.6
Domestic borrowing 4.1 4.8 5.2 5.3 4.7

Memo item

Recurrent revenue as 21.6 20.8 22.3 22.8 22.0
a percent of GDP

Source: Ministry of Finance and Bank Staff estimates.
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6.3 The Government's plans under the recovery program are to
restructure the budget to shift the emphasis to the productive sectors.
The projected recurrent and development budgets shown in Appendix Tables
10.1 and 10.2 indicate increases in the shares of agriculture, industry and
transport, and reductions in defense and social sector spending. Overall
the share of recurrent expenditure will remain at 22-23% of GDP and further
reductions will have to be made in development spending.

6.4 Between FY79 and FY82, development expenditures declined by 16%
per annum in real terms. The provisional estimates for FY83 indicate a
decline by 46% in real terms. The revised Fourth Plan (FY82-FY86) shows
budgetary development expenditures growing by only 6% per annum in nominal
terms over the next three years and a severe cutback in the expenditures of
parastatals from non-budgetary sources. Implementing this decision
requires slowing down work on nearly 236 schemes, and scrapping almost 100
planned projects, many of which have donor involvement. In order to
exercise stricter control of parastatal spending, the Ministry of Planning
has requested parastatals to annually submit all project expenditures for
approval regardless of their sources of financing. These agencies are also
required to inform the Ministry when any planned expenditure exceeds their
budgetary provision. However, stronger measures are needed to improve the
operating procedures and to reduce the costs of the parastatals if overall
development expenditures are to be contained within the limits established
under the SAP (Table 6.2).

Table 6.2: PROJECTED DEVELOPMENT EXPENDITURES BY SOURCE
(TSh billion)

-----Actual------ -----------Projected…--------
1981/82 1982/83 1983/84 1984/85 1985/86

Ministries and Regions 5.2 4.4 5.8 5.9 6.2

Parastatals 3.1 2.9 3.1 3.0 3.2

TOTAL 8.3 7.3 8.9 8.9 9.4

Source: Ministry of Planning, staff estimates.

6.5 The development budget does not yet reflect expenditures for the
rehabilitation packages in agriculture and industry outlined in the SAP.
Work needs to be done to decide what portion of these expenditures will be
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financed from budgetary sources, and bow the inclus'on of these in the
budget will affect the expenditure limits the Government has set for
Itself. This could also involve further cuts in some ongoing projects and
slowing down disbursement on others.

Public Sector Investment Review

6.6 A preliminary review was made by Bank Staff of the investment
programs of the major parastatals whlch account for 60% of the planned
public sector investment spending in 1983/84. Within these "programs" all
projects costing TSh 30 million (US$3 million) and above were examined.
These projects accounted for 30X of the total expenditureR. The review of
the programs Indicated that no new projects were included in the 1983/84
budget except for emergencies such as the reconstruction of roads to areas
rendered inaccessible. Many planned projects such as the urban bus scheme
of the National Transport Corporation have been dropped; several projects
are reaching completion in 1983/84 or 1984/85, and 85% of the projects have
donor financing.

6.7 The review of the large (above TSh 30 million) projects remaining
In the development budget shows that they satisfy at least one of the
following criteria:

(i) the projects are crucial for agricultural production and
exports;

(ii) they are ongoing rehabilitation projects;

(iiI) they are largely donor financed and are difficult to stop;

(iv) they are projects of a "balancing" nature which are needed
to make an existing investment effective.

6.8 Projects included in the 1983/84 budget which satisfy these
criteria are: important arterial roads that provide access to the major
agricultural and marketlng centers; the rehabilitation program of the
Tanzania Railway Corporation; the petroleum drilling project of the
Mlnistry of Water and Energy; the Mufindi access road and the softwood
plantation project that service the nearly completed Pulp and Paper Mill.
The Government has dropped the project to deepen the entrance channel for
Dar es Salaam Harbour; slowed down disbursements on the projects of the
Ministry of Lands, Housing and Urban Development, and is looking into the
possibility of delaying some water supply projects.

6.9 This preliminary review indicates that the large projects
included in the development budget are broadly in line with the objectives
of the recovery program. A more detailed review is needed in order to
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determine which of the ongoing projects can be further slowed down,
rephased or redesigned to yield additional savings in the development
budget without causing major economic disturbances.

6.10 The Ministry of Planning is in need of assistance to design and
implement computerized programs to process information on total project
costs, expenditures to date, and on disbursements over the next four
years. This would ensure consistency between the foreign exchange needs of
the development budget, projected foreign exchange earnings and bilateral
and multitalteral aid flows. There ts also need to strengthen the
capability within the Ministry to develop criteria for project selection,
and procedures to ensure that these criteria are applled before other
agencies of the Government enter into firm financing commitments on
projects. An Inter-Ministerial Committee should be established to consider
and approve large projects for inclusion into the development plan.

B. Balance of Payments

6.11 The projections for the balance of payments over the next five
years are based on the assumption that output growth will be constrained by
the low volume of imports. GDP Is projected to grow at 3.2S per annum or
roughly in line with population growth. The leading growth sector is
expected to be agriculture with growth rates of 4X per annum compared with
3.2X per annum over the past decade. Output in industry is projected to
grow at around 32 per annum or roughly half the growth rate experienced up
to 1978. The principal features of a medium-term scenario which appears
viable are summarized in Table 6.3 below. Investment levels are

TABLE 6.3: MEDIUM-TERM SCENARIO
(percent)

Actual Projected
1978-82 1983-88

Growth Rates

GDP at factor cost -0.4 3.2
GDP in agriculture -2.9 4.0
GDP in Industry -16.6 2.7

Export volumes 2.0 3.7
Import volumes -8.2 0.4

Terms of trade index (1978-100)1/ 80.4 64.5

Current account deficit as
percentage of GDPl/ 11.9 8.7

Investment as percentage of GDPl/ 21.5 19.5

Per capita consumption -5.5 -

1/ Average for the period
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projected to remain high at III.6Z *f ClP largely on account ot the foreign
financing of ongoing projects. The burden of iadJuatrent will thus continue
to fall on consumption. Import voluimes are projected to grow at
four-tenths of cone percent per annum and export voltumes at 3.7Z per annum.
Neverthelesm, the ratio ot the cturrent account d.'tiCit to CDP remains high
at 8-I10Z. This 1i brecause Tanzania will cont inuti to, lface adverse terms of
trade movtments and ri.sing lnt-re-.t charges. Tht adititonnal cspital
requirement1 of thL, rveovery Isrogram 1?' estimntrd iat $2Sl milliton above
prement levl.S.

b.12 I.Exyrts. 'nht' vcttErnal environiment t acing Tai7..zniA for the rent
of this decadi' Will ContEInilut to he uni avorablI. I'rilm.ry commodity prices
have been fmli nsg sinre 1977 Anit In 19Q! were itL their low"st level since
1950. The reev%xt'n In the IndulstriAl rouantrv es, thi strength of the US
dollar and hiv.h lnt.rest rates wer.e sil1 contrihurory I actors. World bank
projections indicate. stime recojvery In expirt prlces after 198!) but tne
weighted index of .ayrictiltural commodity pri-ces Is not oxpreted to regain
its 198(0 level till I1945 (Appen(lix Table h.5). Primary commodities will
continue to account i or moore than 75' ol total export ieArnings. The minor
export crops such :is cardamon and pyrcthruam. ;nd mantifactured goods are not
expected to show anv incre.Asm over thr next 3-5 ve.ar%.

b.13 The market nutlook for Tanzanin's primarv commodity exports is
not good. Demand will he colntLrained by the low growthi projected for the
industrial cniuntries (3_ per aninum) to the ecnd nf this decade. World
c-nsumption ot coffee', tea and cotton is expected to grow at the satme rate
annually as in the pe.-Id 19bl-801 1. Coftee Is the major export crop and
no increase In Lhe present quota of 40,0I0) tons per annum is expected.
World consuimption ot sisal hari been declining, sinre the mid-I9bl)s and the
demand for cashews depends on India's plans for fostering domestic
production.

b.14 During: the recovery prnrram. the response of production to the
increased availability of recurrenr inptuts is ldgged by one to two years
for the anntual crops and hb twn to five vearx for th)s bUsih and tree crops.
Consequently, the voltime of total exl)orts he,:ins to recover only In the
third year. Export volumnms nre projected tn Increase slowly by 3.7z per
annum up to 1487 :itter whichi the voluime groiwth cutild he twice as fast
depending on the progress mAade In implementin)t the crop rehabilitation
packages and world market conditions.

6.15 The voluame of primary commodities expurts Is projected to grow at
4.6: p.a.. taster than total exports. Manufacttis-ing exports are expected
to grow oniv at IZ p.a. since under the recoverv program manufacturing
output will be ge.ared to provide essential and incentive goods. TeA and
tobacco are projected to grow fastest at above 5. p.a. since output of
these crops has been falling over the last few vears and thiere Is likely to
be excess capacitv. Cotfee exports are projected to grow .at 3Z p.a. while
substantial rehabilitntion requirements will limit the growth of sisal
exports to only l.OZ p.a. An important criterion for measuring the succeSS
of the recovery program will be its ability to reverse the trend decline In

I/ Coffee at 1.5:: tea 3.Z-; cotton l.9. .)nlv tobacco consumption Is
projected to grow faster. ..: compared with 1.bZ.
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Table 6.4: BALANCE OF PAYMENTS PROJECTIONS
BASE CASE 1

(US$ mi:lion, at current prices)

Actuals Estimates* ----- Projections------
1980-82 1983 1984 1985 1986 1987 1988

Export of goods 533 477 501 583 657 723 804

Import of goods 1,179 1,159 1,183 1,207 1,304 1,409 1,490

Net services and transfers 63 72 58 59 59 54 70

Current A/C balar.ce -583 -610 -625 -565 -588 -632 -616

Official grant receipts 136 145 163 150 150 167 170
Net M and LT 341 312 287 305 315 289 305

Net flows 477 457 450 455 465 456 475

Change in reserves 106 -60 -60 -60 -60 -40 -40
(-) = increase

Financing gap - 250 270 240 230 225 180

Memorandum Items

Debt service ratio 18.82/ 25.9 31.8 29.8 28.5 32.2 34.2

Real exports 1/ 538 565 509 536 568 595 656
Real imports T/ 860 774 760 734 755 776 778

Terms of trade (78=100) 72.7 56.4 63.1 66.2 67.0 67.0 67.4
Tot adjustment/GDP (Z) -2.76 -5.6 -4.2 -3.9 -3.9 -4.0 -4.2

GDP (annual % growth) -0.6 -0.5 2.8 3.1 3.4 3.4 3.4

Per capita consumptionl/ 200 176 179 179 178 179 178

Investment/GDP 22.7 21.1 20.2 19.1 19.2 19.2 18.2

1/ In constant 1978 USS.
2/ Debt service due. The actual debt service period was 14.0%.

*Provisional

Source: Mission estimates
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the production of export crops. This is a major objective of the program
and of the sectoral allocation of imports. However, the efforts under the
recovery program will not be enough to restore production to peak levels
even for those commodities with reasonable market prospects. This is a
longer term problem which the recovery program can only bevin to address.

6.16 The long term price prospects for the country's principal exports
are mixed. The real price trend is upward for cashews and cotton; stable
for coffee and declining for tea and tobacco. By 1995 none of these
commodities will reach the real average price levels prevailing in 1960-70.

6.17 Over 1983-88 prices of all of Tanzania's commodity exports are
projected to recover from their levels in 1981-82 by 5-6Z per annum.
Increases for cloves, cashews and cotton could be slightly higher at around
8% per annum. However, these increases will not be sufficient to
significantly improve the import purchasing power of exports.

6.18 Despite the overall framework of weak global demand, the export
outlook for Tanzania is more encouraging than for most African countries
because of its diversified export base and because, for the time being,
Tanzania's export problem is one of supply not demand constraints. The
effort must therefore be on increasing the production of export crops and
raising yields. Because its share of the world market is still
relatively small, Tanzania could regain and even increase its market share
by taking over the share of developing countries graduating out of primary
commodity exports. Tanzania could also increase its share of the market
for products such as cloves for which export prospects are promising, and
finally, there is still scope for increasing the value-added component for
some exports.

6.19 Imports. The viability of the projected macro-economic scenario
depends on Tanzania's ability to mobilize the resources needed to maintain
the level of imports at around the 1980-82 level in current dollars of $1.2
billion.

6.20 The volume of capital goods imports will depend upon projected
disbursements of foreign aid commitments. The volume of petroleum imports
is projected to grow at 7% per annum up-to 1985 to regain the levels
reached in the mid-seventies and then remains constant. The World Bank's
forecasts were used to estimate the cost of oil imports. The volume of food
imports is projected to decline sharply from the levels reached during the
1980-81 drought. Tanzania is not seriously affected by the drought
currently devastating parts of Africa and producer prices were
substantially increased for the current crop year. However, it seems
prudent to make provision for emergency food imports given the
unpredictability of weather conditions. A sum of $40 million has been
allocated for emergency food imports. The minimum recurrent import needs
for agriculture, industry and transport were analysed in Chapter 5.

6.21 Although desirable it does not appear feasible to reverse the
trend decline in import volumes. With additional capital inflows of $250
million p.a. over the next three years, as indicated in Table 6.4, the
volume of imports over 1983-88 is likely to be 12% below the average
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1980-82 level. Sensitivity tests indicate that just maintaining the
1980-82 volume of imports would accelerate the recovery effort by two years
only towards the end of the decade. In this scenario, the rehabilitation
expenditures on sisal, cashews and cotton could be higher during the next
3-5 years resulting in higher growth rates of exports and GDP beginning in
1988. While the higher availability of imports will not have a significant
impact on exports and GDP growth over the next three years, it would
require additional capital flows of US$350 million p.a. over the next three
years, which will be difficult to mobilize in the current aid environment.
On the other hand, lower additional capital inflows of the order of $O00
million per annum would result in a steady decline in import volumes,
exports and monetary GDP. It would also exacerbate current debt servicing
problems.

6.22 The strategy of the recovery program is therefore to increase the
efficiency of foreign exchange use through improving the allocation of
resources across sectors and restricting its use to the most efficient
users or activites within each sector. The estimated import elasticity of
demand is 0.25 over the recovery period. This would normally be considered
extremely low for a country at Tanzania's stage of development.
However, the projected growth rates are feasible since the emphasis is on
utilizing existing capacity and the constraint is the availability of
recurrent inputs. While the overall imports grow at .35% per annum, the
volume of intermediate imports grows at 3.2% in line with GDP growth and
four times as fast as the volume of capital goods imports. The share of
intermediate goods in the total rises from 37% in 1983 to 43.4% in 1988 and
the import elasticity of demand for intermediate goods (0.97) more closely
approximates the elasticities observed in other countries in the region.

6.23 The terms of trade will not recover significantly. Tanzania is
not expected to regain, during this decade, the income losses through terms
of trade movements in the 1970s. The loss of income through terms of trade
movements is projected at 4% per annum during the recovery period (Table
6.1). Some improvement is expected but the terms of trade index will not
regain its mid-1970s level till the end of this decade.

External Capital Flows

6.24 The level of capital flows increased sharply during the 1970s to
finance widening current-account deficits. Since 1979 however they have
remained constant in nominal terms at about $500 million representing a
substantial decline in real terms. The Government's structural adjustment
program assumes that additional foreign exchange resources would be made
available over the next 3-5 years and that donors can be persuaded to
provide more than one-third of their finance in the form of untied program
aid.

6.25 The balance of payments projections are constrained by
assumptions on the likely availability of external financing. Eight
bilateral donors (Sweden, Netherlands, Germany, Denmark, U.K., Norway,
U.S. and Canada) account for 87% of bilateral assistance to Tanzania.
Discussions with these and other donor agencies indicate that disbursements
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out of currently planned commitments would remain at around the levels
obtained in 1980-82 of $450-$500 millicn per annum. Several donors have
also expressed a willingness to examine the possibility of switching from
project-tied aid to import support and accelerating disbursements. The
donors have also indicated that further increases in their assistance
levels to Tanzania would be difficult, but that a major effort could be
mounted to mobilize $80-100 million p.a. to supplement the resources from
the multilateral institutions in support of the recovery program. The
balance of payments projections indicate that additional capital flows of
$250 million per annum for at least three years are required to cover the
overall deficit, reduce arrears on short-term debt and build up reserves.

6.26 The largest potential source of additional balance of payments
support is the IMF. Tanzania's quota in the IMF is US$112 million, and it
has made no drawings on the general account since 1980. Under current IMF
provisions, a member country can make drawings of up to 125% of quota per
year under stand-by arrangements up to a maximum outstanding of 375% of
quota provided Fund conditionality is met. The service charges on use of
Fund resources are 10.6% per annum and repurchases have to be made in 3-5
years.

6.27 Assuming that the required levels of financing could be
mobilized, the ratio of the current account deficit to GDP would remain
high at 8-10% GDP up to 1987 when it would fall off reaching more
sustainable levels of 5% of GDP by 1990. Given the magnitude of the supply
constraints and the outlook for exports, a planned reduction in the current
account deficit is not a probable recovery scenario. If it does
materialize, it means that the country has been unable to mobilize the
needed additional foreign capital inflows to maintain a reasonable level of
imports.

6.28 The need for improved aid coordination has been stressed
throughout this report. Donor cooperation is urgently needed to explore
the possibilities of delaying or redesigning projects included in the
development budget; rationalizing activities in the industrial sector
including the mothballing of some projects; and coordinating assistance to
the agricultural and transport sectors. These tasks would need to be done
in any event but a concerted effort needs to be made to mobilize the levels
of import support needed for the SAP and to channel these resources to
priority sectors and activities. Since aid flows will continue to finance
more than 55% of total imports and nearly 100% of intermediate good imports
excluding oil, the cooperation of donors is critical to the recovery
effort.

Debt Restructuring

6.29 As of end 1983 according to Central Bank data, Tanzania had $400
million in arrears on its short-term debt and $50 million in arrears on
medium and long-term debt. Since 1980 efforts have been made to contain
the level of arrears on short-term debt, if only to enable the Government
to retain some access to normal trade credit but arrears on MLT debt are
expected to increase this year. In addition, the debt service due on MLT
debt and to the IMF averages $200 million per annum over the next five
years. If about half of the projected net capital requirements are met by
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Table 6.5: SUMMARY DEBT AND LIQJITY
(US$ million and %)

1983 1984 1985 1986 1987 19B8

Export Receipts

Goods and NFS 606 629 725 813 889 983
Less food and oil imports 248 278 383 443 469 543
Less arrears reduction 188 218 323 383 429 503

Debt Service

Ohournent MLT 157 182 178 178 190 194
with wDncessional gap financing 159 186 183 185 198 204
with mnrconcessional gap financing 157 200 216 232 286 336

Debt Service Ratios (%)

On total export earnings (a)
Concessional financing 25.9 29.3 25.1 22.6 22.2 20.6
Non-cnncessional financing 25.9 31.8 29.8 28.5 32.2 34.2

On export less inports (b)
Concessional financing 63.3 66.2 47.5 41.3 42.0 37.2
Non-conssioal financing 63.3 71.9 56.4 52.4 61.0 61.9

On exports less inports and arrears (c)
Concessional financig 83.5 84.4 56.3 47.8 46.0 40.2
Non-oncessional financing 83.5 91.7 66.9 60.6 66.7 66.8

drawings from the IMF over the next three years, the level of debt service
payments rises to $340 million by 1988 (Table 6.5).

6.30 Export receipts are currently around $600 million per annum and
the prospects over the next several years are for very modest growth
rates. With essential imports (mainly oil) taking up 60% of these receipts
it appears unlikely that Tanzania would be able to service its current and
projected debt obligations on time. The Government therefore needs to
reschedule a substantial portion of the estimated $1.0 billion falling due
(including arrears) over the next three years.

6.31 Tanzania has never rescheduled debt and the authorities are
unfamiliar with the procedures involved. The Government has been
approached by several merchant banks offering debt advisory services.
These banks have been very helpful to countries with large commercial bank
obligations but the scope of what they can offer is much more limited in
the case of Tanzania because of the country's debt profile. The bulk of
the debt is on concessional terms and owed to official creditors.
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6.32 Restructuring of the debt must begin with an arrangement to
reduce the arrears on import payments. This requires a detailed breakdown
of short-term debt by category (letters of credit, lines of credit,
acceptances, overdrafts, remittances, overdue service payments etc.).
These data are needed in order to eliminate those obligations such as
remittances which are not eligible for debt relief. The data needs to be
further broken down into guaranteed and non-guaranteed debt, date due,
major banks and major creditor countries. The objective of this exercise
is to determine if any of the short-term payments are due on MLT debt, and
to design an equitable proposal for arrears reduction on different types of
debt to different creditors.

6.33 A similar exercise has to be made on the disaggregation of MLT
debt to identify debt due to the international financial institutions,
Paris Club and non-Paris Club members. Tanzania has debt due to financial
institutions in Mexico, Brazil, Iraq, OPEC and to the governments of
India and China which are all non-Paris Club creditors. Separate packages
of debt relief would have to be prepared for different creditor groups
since no creditor would be willing to reschedule its debt unless debt
relief was being sought from other creditors. This could present a number
of problems. It vould be difficult for example to ask China to reschedule
a loan that was for 40 years including 10 years grace at zero rate of
interest. Yet $32 million is falling due on this loan next year and
non-discrimination among creditors would require debt relief from China.

6.34 Under existing arrangements, countries reschedule debt by
approaching the French Treasury and/or its principal creditors with a
request for debt rescheduling. However, to be effective a restructuring of
Tanzania's debt would have to go beyond Paris Club practices since very
little of the debt is eligible for debt rescheduling at the Paris Club.
About one-third of the debt is owed to international financial
institutions; another third is owed to non-Paris Club members and the debt
owed to western creditor countries is on concessional terms.

6.35 Various scenarios need to be worked out on the balance of
payments prospects and types of rescheduling in order to prepare a proposal
for debt relief. The analysis of Tanzania's liquidity position in Table
6.2 suggests that rescheduling the short-term debt on commercial terms and
obtaining relief on one to two year payments of principal on MLT debt would
not ease the liquidity problem and would in fact worsen the debt burden a
few years hence. If allowance is made for the reduction of arrears, a
modest build-up of reserves and essential imports, debt servicing payments
take up 92% of the remaining free foreign exchange available. This
liquidity ratio remains at around 70% to the end of the decade. Tanzania
is thus in need of concessional debt rescheduling or other appropriate
arrangements to reduce the debt burden on a large part of its oustanding
obligations and those falling due over the next three years.

Summary and Conclusions

6.36 Tanzania's medium-term prospects are severely constrained by an
external environment which is harsh -- weak commodity prices, rising costs
of essential imports and declining aid flows. Against this background the
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domestic policy options are not many. Priority must be given to
agriculture and to discontinuing certain activities in order to increase
overall capacity utilization rates in the economy.

6.37 The extent and duration of the present crisis has been largely
but not entirely due to adverse external factors. Tanzania neglected its
economic base in its efforts to lay the other foundations for growth. Too
little resources were directed at raising the productivity of small
farmers. Investments were concentrated in the industrial sector, and in
the effort to speed up the pace of development, Government agencies
expanded beyond the availability of skilled manpower and managerial
ability.

6.38 The emphasis of the recovery program must be on the
rehabilitation of productive capacity. Increases in agricultural output
are needed to stimulate a momentum of growth in the economy. This requires
concomitant increases in the industries producing basic consumer goods and
agricultural implements, and the removal of transport bottlenecks.

6.39 The issue in agriculture is not food or export crops. It is the
low productivty of smallholder agriculture, and increased producer
incentives and exchange rate adjustment are part of the required policy
package. Without additional external resource inflows, the increases in
producer real incomes must come from further cuts to urban incomes and the
political implications of this cannot be ignored. When these cuts are not
politicaly feasible, the required shift in the internal terms of trade will
not take place with or without devaluation.

6.40 The role of pricing policies must be to make agriculture more
attractive to producers but price increases alone are not enough.
Improvements are needed in the marketing and distribution of inputs and
final products. There are some things that only the Government can do such
as the provision of the human and physical infrastructure needed for
research development. There are other things that the Government has to do
where individual effort is lacking or too fragmented. But the public sector
in Tanzania has become too large and unwieldy. Its role must be tailored
to the reduced availability of resources and greater flexibility allowed to
the non-government sector to provide the necessary services.

6.41 Tanzania has also been reluctant to use trade and exchange rate
policies as a tool of macroeconomic management with an eye to the obvious
limitations of the use of exchange rate policies in correcting structural
deficits, but this has placed too great a burden on fiscal management and
administrative capacity, and it has unwanted income distribution
consequences of its own. Greater flexibility in the use of exchange rate
policies would lessen the burden of management and resource allocation
placed on the public sector.
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POSTSCRIPT

1. This report is largely based on the findings of a mission which
visited Tanzania in October 1983. It therefore does not take into account
the economic policy reforms announced on June 15 when the Budget and Annual
Plan for 1984-85 were presented to Parliament. Discussions with the
Government after the measures were announced reinforce the view that there
is a new seriousness to the Government's intention to come to grips with
the problems confronting the economy. While further details are needed on
how certain institutional reforms will be implemented, many of the actions
taken in the budget are those recommended in paragraphs 4.13 to 4.20
relating to the need to restrict development expenditures, relax Government
controls and increase producer incentives.

2. The Budget and the Annual Plan for FY85 noted the continued
deterioration in the economy despite the Government's efforts to curtail
spending and redirect priorities to the productive sectors. The policy
measures taken since 1980 had produced some success in reducing costs and
increasing the efficiency of Government operations. They have also had
some impact on reversing the decline in output growth. Real GDP increased
by 1.5% in 1983 after falling by 2% in 1982 and 2.6% in 1981. However
most of the increase in 1983 took place in the services sector. The
measures taken did not prevent a declining trend in the productive sectors,
a drop in crop procurement below FY83 levels and a decline in the level of
investment and in per capita incomes. In addition, three years of
localized inadequate rainfall has necessitated large increases in food
imports which the country could ill afford. The rains have again been poor
and the food situation for the coming year looks grim. This has created a
sense of urgency and anxiety which is reflected in the Budget and Plan
documents.

3. The Budget represents a clear and bold attempt to improve
economic management. It also represents a departure from past policies in
its comprehensive and pragmatic approach to addressing the problem. In
presenting the budget, the Minister of Finance in plain but tough language
provided ample evidence of the Government's awareness of what needs to be
done and its commitment to take action. The time for rhetoric and
go-it-alone strategies, he indicated, have passed. Growing fiscal deficits
mean that Tanzania is living beyond its means. It is also adding to its
indebtedness without increasing its productive capacity and hence its
ability to repay the debt. A recovery in output and export growth requires
an increase in the country's import capacity and Tanzania needs additional
aid flows. But, increasing the country's foreign exchange earnings, the
Minister said, is the only lasting solution.

4. The major economic policy reforms announced in the Budget fall
under four broad categories:

- A shift in priorities to the agricultural sector evident in
increased producer prices, the devaluation of the shilling,
increased recurrent and development resources, emphasis on
irrigation, research and extension.
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- Reduced Government spending on administration, on the social
sectors, in transfers to parastatals and on investment.

- Enhancing the role of the private sector in the economy.

- Institutional reforms to relax Government control over the
economy and to increase the efficiency of Government
operations.

Agriculture

5. Both the Budget and the Plan give prominence to the past neglect
of the agricultural sector arising out of the inadequacy of the level of
investment, the deterioration in incentives to producers and the
inefficiency of the institutions serving agriculture. The Government's
commitment to shift priorities in favor of agriculture is stated as
follows: "the Government will, starting in FY85 and for many years to
come, put more emphasis on food and cash crop production as well as other
vital sectors of industry, natural resources, tourism and minerals with a
view to increasing foreign exchange earnings." The program for
agricultural development outlined in the budget included the following
measures to redress the problems of the sector: increased resources,
increased producer incentives and improvements in marketing and
distribution.

Resources

- The share of agriculture in the development budget was
raised to 28.4% from 23.3% in FY83 --ter staying at 11-12% for
most of the past decade.

- The recurrent budget for agriculture was more than doubled to
TSh 706 million from TSh 320 million in FY83 and TSh 150
million in FY82.

- Additional resources were allocated for the revitalization of
smallholder and traditional irrigation projects.

- Concrete steps will be taken to ensure that the recurrent cost
imports for agriculture are reasonably met.

Incentives

- Producer prices were increased by 46-55% in nominal terms.

- The shilling was devalued by 40%; from TSh 12.18 to TSh 17 to
the US dollar.

- Special efforts will be made to make needed incentive goods,
raw materials and implements available to producers.

- Renewed efforts will be made to ensure that farmers are paid
promptly and their goods collected on time.
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Marketing and Distribution

- The primary responsibility for crop procurement, storage and
delivery to marketing centres has been restored to
cooperatives.

- Restrictions on external and internal trade were relaxed.

6. The nominal increases in the producer prices provide for an
increase of 5% in real terms for export crops after taking into account the
increased costs resulting from the devaluation and the removal of the
subsidies on fertilizers and pesticides. This comes on top of a similar
increase last year. These price increases are not sufficient to restore
real prices to levels prevailing in 1981. To maximize the impact on output
of recently announced price increases, it will be necessary to provide for
an immediate expansion in imports of required inputs and incentive goods.
The projected exports needed for a full recovery, however, will require
further increases in producer prices complemented by additional external
resources.

7. The increase in producer prices was particularly difficult in
view of the fact that it further widens the income differentials between
certain regions and urban wage earners, thus opening the Government to the
criticism of favoring the haves over the have nots. The increase in wage
rates after a three year freeze does not compensate the average wage earner
for the increase in the cost of living resulting from the measures
announced in the budget, particularly the removal of food subsidies and the
rise in the price of fuel. In fact, the wage increase does not prevent a
fall in real urban incomes.

8. The need for adjusting the exchange rate followed from the twin
decisions to raise producer incentives and abolish transfers to
parastatals, and the exchange rate of TSh 17 to the US dollar does allow
the parastatals to break-even. In calculating the magnitude of the
adjustment needed, the Government allowed for a real increase in producer
prices of 5X and an increase in the operating costs of parastatals in line
with the devaluation and domestic Inflation projected at 33%. No explicit
account was taken of the increase in wage costs but these are a very small
part of parastatal costs. Some parastatals will show small profits and
others will incur losses. Since the Government has abolished all subsidies
to parastatals to cover operating losses, the implication is that further
cost-reducing measures will have to be taken by those agencies showing a
potential loss. However, details are not yet available on what steps will
be taken to implement the decisions taken by the Cabinet on parastatal
reform and on what happens to the services provided when the parastatals
run out of funds and can no longer run overdrafts.

9. The Budget makes no provision for financial assistance to the
cooperatives. According to the Government, the cooperatives will take over
the physical assets of the parastatals and must be deemed financially
viable before start-up. Such cooperatives would have access to working
capital credit from the rural development bank. While much is expected
from these new marketing arrangements, further information is needed on the
role of the cooperatives in relation to the existing parastatals and the
transitional arrangements and the responsibilities for purchasing,
distribution and marketing.
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10. On the whole, the measures announced for revitalizing the
agricultural sector represent a major shift in policy direction. The
emphasis on smallholder irrigation and on research was also long overdue.
The decision to target agricultural resources to those regions (Ruvuma,
Mbeya, Iringa, Kigoma and Rukwa) where rainfall conditions are more
reliable is something of a departure from the policy of balanced regional
development but a pragmatic response to the scarcity of resources and the
drought.

11. The liberaLization of milling, the effective recognition of the
relationship between producer prices, the exchange rate, consumer prices
and parastatal losses, the freezing of overdrafts and the decision to call
an aid donor's meeting on agriculture are all real and significant positive
developments. However, it is difficult to say at this stage what impact
these measures will have on production. The Government projects a 20%
increase in earnings from traditional exports from $347 million in 1983/84
to $417 million in 1984/85. Such an increase appears to be unrealistic
given the limited increase in announced producer prices and the uncertainty
regarding the availability of required imports of inputs and incentive
goods. Last year agricultural production was seriously hampered by the
shortage of inputs, implements and transport. For example, the supply of
ploughs and gunny bags was 25% of demand; less than 2% of the tractors
needed were operational and only 10% of the pesticides needed was
available. This underscores the need for increased recurrent cost imports
for agriculture beyond the $150 million provided for in the FY85 budget.

Public Finances

12. The Budget shows a strong commitment to restoring the health of
the public finances through implementing drastic cuts in Government
expenditures in the social sectors, in the transfers to parastatals and in
the development budget. Total recurrent expenditures are expected to grow
by 15% which represents a substantial decline in real terms. The ceiling
for development expenditures is set at TSh 6.6 billion which also involves
a large cut-back in real terms.

13. Measures were also announced to increase taxes on services, to
raise tax rates on beer and cigarettes, to reduce subventions to urban and
district councils by half, and to charge secondary school fees equivalent
to 50% of the cost per student. Despite these measures, the budget shows
one major weakness--the level of domestic bank borrowing which was greater
in FY84 than in FY83 is projected to increase further in FY85.

14. In explaining this anomaly, the Government emphasized two
points. First, the figure for bank borrowing was necessarily tentative.
Actual borrowing requirements will depend on the effects of the devaluation
on supply, and the success of the Government's efforts to raise revenues
and curb expenditures. These cannot be known with any degree of certainty
at this stage, and while the Government felt that it was prudent to plan
for a larger borrowing requirement, the expectation was that the overall
deficit would be lower than indicated. Second, in preparing the budget,
the Government assumed that there would be no additional inflows of
external resources beyond disbursements from the existing pipeline.
However, it was the Government's intention to try to reach agreement with
the IMF, the World Bank and other donors which would result in additional
inflows and a lower borrowing requirement.
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Private Sector

15. The Budget recognizes that the Government cannot do everything
and that the private sector has an important contribution to make to the
economy in many areas. The Government also recognizes that the private
sector has been more adept at finding ways of reducing idle capacity than
some public sector agencies, and a number of measures were announced in the
Budget enhancing the role of the private sector. A more cautious view is
that there exists a large and growing private sector already, and the
Budget simply clarifies its role. But even if the Budget was simply
acknowledging publicly a role for the private sector, this would in and of
itself be helpful by removing doubts about the legality of private sector
efforts. However, the Budget goes further in encouraging the private
sector to play a more active role in speeding up the recovery effort.

16. The measures announced to assist the private sector included:

- Strengthening the schemes introduced last year which enabled
private individuals and companies to obtain a rebate on export
earnings and to open external accounts to facilitate purchases
and sales.

- Encouraging firms producing for the domestic market to look
for export markets as a means of ensuring the availability of
the foreign exchange needed for production.

- Extending the list of goods which Tanzanians with foreign
exchange, residing abroad, could import duty free to include
essential consumer goods and transport equipment. All other
goods could be imported and resold locally subject to paying
duties and taxes.

- Encouraging the private sector to increase its investment in
all the major sectors of the economy and to form
joint-ventures with the public sector or with foreign
enterprises.

- Enabling Tanzanians residing at home who have foreign currency
to purchase goods in specified foreign exchange shops without
being required to disclose how they acquired the foreign
exchange.

- Enabling foreign companies to retain a portion of their
foreign exchange earnings to retire debt arrears.

17. Despite these signals, there is unlikely to be a major surge in
private sector activity for two reasons: fir3t, given the acute scarcity of

foreign exchange, the private sector is not likely to get priority over the
needs of the public sector; second, foreign investment will not expand
until there is a greater prospect that some proportion of earnings can be
repatriated. However, it is generally agreed that the climate, as it exists
now for private sector activity, is quite favorable.
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Institutional Reforms

18. Apart from the priority being given to the agricultural sector
and to expanding the role of the private sector in the economy, the Budget
contains considerable detail on institutional reforms designed to reduce
the cost and improve the efficiency of Government operations and to relax
the Government's control over the economy.

19. Following on the recommendations of the two high level
Commissions on the operations of the Government and parastatal agencies, a
number of measures have been taken:

- The number of Ministries has been reduced from 22 to 15 at
an estimated savings of TSh 40 million this year.

- The freeze on hiring which began last year (FY84) will be
continued.

- The National Bank of Commerce (NBC) has been instructed not to
honor checks from Ministries and Government agencies whose
accounts with the bank do not have sufficient funds to cover
the charges. Other measures are being taken to ensure that
Government agencies do not incur expenditures not explicitly
authorized by Parliament and the Budget.

- Restrictions have been placed on the use of Government
vehicles and foreign travel.

20. A number of measures were also announced which were aimed at
reducing parastatal costs:

- The streamlining of the organizational structure and the
dissolution of some parastatal firms and activities.

- Huge savings are expected from the reintroduction of the
producer cooperatives which will take over many of the
functions of the crop authorities in procuring, storing and
delivering goods to marketing boards. This is expected to
lead to a considerable reduction in employment of the crop
authorities.

21. The largest savings are expected to come from the reorganization
of the National Milling Corporation. NMC used to purchase, collect, order,
mill and distribute food at a substantial loss. Until 1980/81 NMC had an
ovedraft of TSh 2 billion with NBC which was converted to a loan being
serviced by the Government at TSh 250 million per annum. In addition the
budget was required to provide a subsidy to NMC to cover the losses arising
from retail sales below costs. This amounted to TSh 800 million in FY84.
The budget document states the transfer to NMC of TSh 1.5 billion would
have been better spent on supporting production not consumption.

22. NMC's losses were caused by high costs of transportation of grain
and maize flour; high administrative costs and subsidies. The reorganiza-
tion of N4C will reduce its operating expenses by reducing its role in
favor of the cooperatives, and from the removal of the subsidies on
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fertilizers and pesticides and the removal of the subsidy on maize flour.
Price controls on the principal food crop (maize) will apply to the grain
and not to maize flour (sembe), and the official price. will he met at the
regional not national level. In other words, each region will boar its own
milling and distribution costs. The abolition of food subsidles and the
reorganization of NMC will go a long way towards reducing the fiscal
deficit.

23. The export crop authoritteN AINo ran a combined loxs of TSh 2.2
billion arising largely our ot the siubidies on pesticides and
fertilizers. This accumulated losN hAs been converted Into a long term
loan to be serviced by the Government over h-H yearn. Subsidies were
removed, the producer prices were increased and thr crop authorities were
advised that they will have to cover operating costs from this year. A
monitoring group headed by Minister (if State .jamal And four Cabinet groups
have been entablished to oversee the lmplementation ol these institutional
reform measures.

Conclusion

24. The FY85 Budget is a balanced program aimed at tackling the
shortcomings of a system that are openly and Increasingly acknowledged. In
terms of macro-economic pollcy, the budget represents a major departure
from past policies In giving overriding priority to the agricultural
sector, In curbing Government spending and in enhancing the role of the
private sector. In doing so, some hard decisions were made such as
abolishing food subsidies, despite their political sensisivity.

25. The Budget has broad political support at all leiels of
Government altho'izh it was extensively debated in the parl ament. The
Minister of Finance successfully warded off all attempts o retract
particular measures taken in isolation. He said that a eview of the
minimum wage, the withdrawal of the fertilizer subsidy .r the increase in
taxes etc. would disrupt the entire budget. "All of tlese aSpects are
proportionally interwoven. If you tAke away cne of th'm, the entire budget
will fall apart."

26. The Budget proposals are primarily about reallocating resourecs
In accordance with the priorities set out in the Government's structural
adjustment program. In responding to a question, the Mlnister acknowledged
that the minimum wage level was inadequate but he said that further
increases were not possible because 'we have no new resources to allocate.
In taking these expenditure switching and expenditure reducing mensures
without the promise of additional external aid, the Government was
explicitly recognizing that these measures were needed to reduce the fiscal
deficit and raise producer lncentives. However, further progress in
implementing policy reforms and in stimulating a recovery of output growth
will depend crucially on Tanzania's ability to mobilize additional external
aid.

27. The Government also recognizes that the budget proposals will not
solve the problems facing the economy. 'We need approximately five years
or so of hard and diligent work to be able to achieve our objectives of
restructuring the economy. While the measures taken in the budget do not
define a five year program, they do provide a sense o. purpose and
direction and a solid foundation on which to build.
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Table 1.1: POPULATION (Mainland)l/

Year Thousands

1970 13,173
1971 13,605
1972 14,050
1973 14,511
1974 14,986

1975 15,477
1976 15,984
1977 16,507
1978 17,048
1979 17,607

1980 18,185
1981 18,781
1982 19,397
1983 20,033

1/ Census years are 1967 and 1978. Other
-years have been estimated using implicit
average annual growth rate of 3.28Z.

Source: Bureau of Statistics and World Bank
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Table 1.2: WAGE EMPLOYMENT
(in thousand employees)

1974 1979 1982 1982
Shares (X)

Agriculture 124.0 128.0 137.1 20.3
Mining 4.8 5.9 7.4 1.1
Manufacturing 64.9 107.1 120.9 17.9
Public Utilities 16.1 19.8 22.3 3.3
Construction 72.8 50.6 52.7 7.8
Trade 25.3 40.0 39.8 5.9
Transport 45.2 55.5 62.8 9.3
Finance 7.4 12.3 16.2 2.4
Community Services 123.7 177.7 216.1 32.0

Total 484.1 596.8 675.2 100.0

Source: Economic Survey
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TABLE 2.1
GROSS DOMESTIC PRODUCT BY SECTOR 1/
(T.SH. MILLION AT CURRENT PRICES)

ITEM 1970 1975 1978 1979 1980 1981 1982

MONETARY SECTOR

AGRICULTURE, FORESTRY a
FISHING 1628.0 2838.0 5586.0 5951.0 6176.0 6519.0 6301.0

MINING 105.0 101.0 120.0 176.0 207.0 175.0 162.0
MANUFACTURING 828.0 1774.0 2932.0 3340.0 4034.0 3935.0 3924.0
ELECTRICITY & WATER SUPPLY 84.0 146.0 240.0 278.0 432.0 417.0 515.0

CONSTRUCTION 341.0 627.0 765.0 1012.0 1166.0 1530.0 1432.0

TRANSPORT & COMMUNICATION 713.0 1453.0 1634.0 1763.0 2075.0 2128.0 2093.0

TRADE 1046.0 2172.0 2942.0 3038.0 3386.0 3296.0 3183.0

FINANCIAL SERVICES 245.0 674.0 1303.0 1488.0 1544.0 1751.0 2069.0

PUBLIC ADMINISTRATION 920.0 2204.0 2796.0 3229.0 3281.0 4260.0 4793.0

LESS IMPUTED BANK CHARGES -110.0 -254.0 -520.0 -721.0 -850.0 -901.0 -954.0

MONETARY GDP AT FACTOR COST 5800.0 11735.0 t7798a0 19554.0 21451.0 23110.0 23518.0

SUBSISTENCE PRODUCTION a

AGRICULTURE, FORESTRY &
FrSHING 1753.0 4169.0 10133.0 10941.0 12282.0 14025.0 15488.0 Ln

CONSTRUCTION 63.0 108.0 156.0 180.0 210.0 246.0 288.0

OWNER-OCCUPIED DWELLINGS 599.0 976.0 1566.0 1821.0 2159.0 2509.0 2963.0 1

TOTAL SUBSISTENCE PRODUCTION 2355.0 5253.0 11855.0 12842.0 14651.0 16780.0 18739.0

GOP AT FACTOR COST 8215.0 16988.0 29653.0 32396.0 36102.0 39890.0 42257.0

INDIRECT TAXES NET OF SUBSIDIE 958.0 2023.0 3587.0 3991.0 4143.0 5012.0 5318.0

GOP AT CURRENT MARKET PRICES 9173.0 19011.0 33240.0 36287.0 40245.0 44902.0 47575.0

1/ FOR MAINLAND ONLY.
SOURCE: BUREAU OF STATISTICS, ECONOMIC SURVEYS

TABLE TAN/25/1
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TABLE 2.2
GROSS DOMESTIC PRODUCT BY SECTOR 1/

(T.SH. MILLION AT 1966 PRICES)

ITEM 1970 1975 1978 1979 1980 1981 1982

MONETARY SECTOR

AGRICULTURE, FORESTRY S
FISHING 1589.0 1567.0 2082.0 2110.0 2314.0 2337.0 2227.0
MINING 97.0 73.0 70.0 81.0 69.0 74.0 72.0
MANUFACTURING & HANDICRArTS 716.0 903.0 1104.0 1244.0 1048.0 761.0 568.0
ELECTRICITY B WATER SUPPLY 92.0 139.0 168.0 193.0 212.0 218.0 232.0
CONSTRUCTION 270.0 328.0 277.0 335.0 346.0 429.0 402.0
TRANSPORT S COMMUNICATION 729.0 997.0 1217.0 1187.0 1284.0 1317.0 1350.0
TRADE 984.0 1074.0 1127.0 1170.0 1166.0 1107.0 989.0
FINANCIAL SERVICES 257.0 357.0 396.0 413.0 435.0 452.0 475.0
PUBLIC ADMINISTRATION 866.0 1581.0 2013.0 2107.0 2313.0 2673.0 2907.0
LESS IMPUTED BANK CHARGES -99.0 -143.0 -153.0 -158.0 -168.0 -174.0 -183.0

MONETARY GDP AT FACTOR COST 5501.0 6876.0 8301.0 8682.0 9019.0 9194.0 9039.0

SUBSISTENCE PRODUCTION

AGRICULTURE, FORESTRY E
FISHING 1616.0 2029.0 2244.0 2246.0 2246.0 1847.0 1592.0 %

CONSTRUCTION 57.0 64.0 70.0 71.0 73.0 75.0 77.0 X
OWNER-OCCUPIED DWELLINGS 506.0 584.0 638.0 657.0 676.0 696.0 719.0

TOTAL SUBSISTENCE PRODUCTION 2179.0 2677.0 2952.0 2974.0 2995.0 2619.0 2399.0

GDP AT FACTOR COST 7680.0 9553.0 11253.0 11656.0 12014.0 11812.0 11427.0

GOP AT MARKET PRICES 8575.6 10690.6 12614.2 13056.0 13392.7 13296.1 12865.1
=2222=., =St=5StS US=flSuz ===::sfl ms=z-Ss as====== ========

MEMO ITEM:
IMPLICIT GOP DEFLATOR 40.6 67.5 100.0 105.5 114.0 128.2 140.3

1/ FOR MAINLAND ONLY.

SOURCE: BUREAU OF STATISTICS, ECONOMIC SURVEYS

TABLE TAN/25/2
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rABLE 2.3
SUPPLY AND USE OF RESOURCES 1/

(T. SH. MILLION AT CURRENT PRICES)

ITEM 1970 1975 1978 1979 1980 1981 1982

SUPPLY OF RESOURCES

GOP AT MARKET PRICES 9173.0 19011.0 33240.0 36287 0 40245.0 44902.0 47575.0

GOP AT FACTOR COST 8215.0 16988.0 29653.0 32396.0 36102.0 39890.0 42257.0
NET INDIRECT TAXES 958.0 2023.0 3587.0 3891.0 4143.0 5012.0 5318.0

IMPORTS OF GOODS AND SERVICES 2578.8 6135.9 9563.4 9847.4 11346.0 10514.5 10804.2

TOTAL 11751.8 25146.9 42803.4 46134.4 51591.0 55416.5 58379.2
=wx==w= :Sz U2 :n==:, u.:.... uuw: ==w= ,=.=-.==

USE OF RESOURCES

CONSUMPTION 7293.0 17371.8 31222.7 32016.9 37028.9 39866.0 43625.3

PUBLIC 981.0 3276.0 6115.0 7741.0 .7691.G 8937.0 10278.0
PRIVATE 2/ 6312.0 14095.8 25107.7 24275.9 29337.9 30929.0 33347.3

GROSS FIXED CAPITAL FORMATION 1878.0 3540.0 6306.0 7723.0 7881.0 8570.0 8914.0
________ -------- -------- ________-__-_.--- -------- -------- -J

PUBLIC 1236.0 2194.0 2932.0 3506.0 4103.0 4360.0 4212.0
PRIVATE 642.0 1346.0 3374.0 4217.0 3778.0 4210.0 4702.0

INCREASE IN STOCKS 189.0 464.0 565.0 724.0 605.0 654.0 646.0

EXPORTS OF GOODS AND SERVICES 2391.8 3771.1 4709.7 5670.5 6076.1 6326.5 5193.9

TOTAL 11751.8 25146.9 42803.4 46134.4 51591.0 55416.5 58379.2
:=c===Z ==,.M * s=mcunSsu == u===-uw= su==--se-====., t=8

1/ FOR MAINLAND ONLY.
2/ PUBLIC CONSUMPTION IS TOTAL GOVT. EXPENDITURES

NET OF TRANSFERS: PVT. CONSUMPTION IS THE RESIDUAL
SOURCE: BUREAU OF STATISTICS AND IMF.

TABLE TAN/2S/3
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TABLE 2.4
CAPITAL FORMATION BY PUBLIC AND PRIVATE SECTORS 1/

(T.SH. MILLION AT CURRENT PRICES)

ITEM 1970 1975 1978 1979 1980 1981 1982

CENTRAL GOVERNMENT 426.0 842.0 1,541.0 2,202.0 2,542.0 2,588.0 2,337.0

LOCAL AUTHORITIES AND EAST
AFRICAN COMMUNITY 36.0 75.0 11.0 18.0 18.0 28.0 71.0

E.A. COMMUNITY ENTERPRISES 115.0 179.0 . .

PARASTATAL ENTERPRISES 659.0 1,098.0 1,374.0 1,606.0 1.796.0 1.750.0 1,804.0

TOTAL PUBLIC SECTOR 1,236.0 2.194.0 2,932.0 3.506.0 4.103.0 4,360.0 4,212.0

TOTAL PRIVATE SECTOR 642.0 1,346.0 3,374.0 4,217.0 3,778.0 4,210.0 4,702.0

- MONETARY SECTOR 472.0 1,070.0 3,013.0 3,646.0 3.281.0 4,311.0 3,998.0

- NON-MONETARY SECTOR 188.0 303.0 423.0 482.0 538.0 623.0 735.0

TOTAL FIXED CAPITAL FORMATION 1,878.0 3,540.0 6,306.0 7,723.0 7,88f.0 8.570.0 8.914.0

INCREASE IN STOCKS 189.0 464.0 565.0 724.0 605.0 654.0 646.0 _

TOTAL CAPITAL FORMATION 2,067.0 4,004.0 6,902.0 8,447.0 8,486.0 9,924.0 9,561.0 m

..w. .. -. =- ...... .. .v. wmw=f=.=w........== m==== ======== =,=

TOTAL PUBLIC SECTOR FCF AS
% OF TOTAL 65.8 62.0 46.3 48.3 53.6 47.1 47.3

1/ FOR MAINLAND ONLY.

SOURCE: BUREAU OF STATISTICS, ECONOMIC SURVEYS

TABLE TAN/25/4
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TABLE 2.5
COMPONENTS OF MONETARY FIXED CAPITAL FORMATION 1/

(PERCENTAGE OF MONETARY GDP AT CURRENT MARKET PRICES)

ITEM 1970 1975 1978 1979 1980 1981 1982

TOTAL 25.1 27.8 33.4 38.2 38.1 40.2

PRIVATE SECTOR 7.0 9.1 16.9 18.6 16.4 20.0

PUBLIC SECTOR 15.1 18.7 16.5 19.6 21.7 20.2
OF WHICH:

CENTRAL GOVERNMENT 6.2 7.2 8.7 11.3 12.7 12.0

LOCAL AUTHORITIES & E.A.
COMMUNITY FUND 0.5 0.6 0.1 0.1 0.1 0.1

E.A. COMMUNITY ENTERPRISES 1.7 1.5 . . .

TAZARA 4.0 3.6 . . .

OTHER PARASTATALS 5.7 4.4 7.7 8.2 9.0 8.1 

NOTE: ITEMS MAY NOT SUM TO TOTALS DUE TO ROUNDING.
I/ FOR MAINLAND ONLY.
SOURCE: (1) STATISTICAL APPENDIX TABLES 2.1 AND 2.4.

(2) WORLD BANK ESTIMATES.

TABLE TAN/25/5
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1ABLE 2.6
CAPITAL FORMATION BY SECIOR

(T. SIl. MILLION AT CURRENT PRICFS)

ITEM 1970 1975 1978 1979 190o 1981 1982
....- - - - . . . . - - - - . . . . - - . - - - -. - -. - . . . . - - - - . . . . . - - - , . - -, - - - _ . - - - . - - - -

AGRICULTURE 117 234 256 290 326

MINING 31 48 65 8S 97

MANUFACTURING 319 636 7.329 2.922 2,749

CONSTRUCTION 77 82 166 231 183

ELECTRICItY A WATER SUPPLY 119 498 446 537 605

WHOLESALE AND RETAIL TRADE 54 77 100 101 182

IRANSRORT & COMMUNICATIONS 756 1.184 1.70R 2.034 1.996

GOVERNMENT ADMINISTRATION 3 144 358 511 589

SERVICE (INCL. RFAL ESTA7E) 176 391 546 712 910

OWN-ACCOUNr RURAI CONSTRUCtION 146 251 353 420 496 0

TOTAL FIXFI) CAPITAL FORMATION 1.878 3.540 6.306 7.723 7.88a 8.570 8.914

INCREASE IN STOCKS 189 464 565 724 605 654 646

TOTAL CAPITAL FORMATION 2.067 4.004 6.902 8.447 8.486 9.924 9.561

TOTAL CAPITAL FORMATION
(1966 PRICES) 1.821 1.894 2.341 2.816 2.427 2.692 2.570

%h.::T==v Teff f hrzeeree =r:S-S XtZ: rs3w 3 t ..: o is.S *=ZUztzw

ANNUAL RATE OF GROWTH. % so -8 9 20 -14 11 -5

SOURCE: BUREAU OF STATISTICS. ECONOMIC SURVEYS.

TABLE TAN/2S/6



10-59 AN 03/21/84
PAGE I

TABLE 2.7
CAPITAL FORMATION SW TYPE OF ASSET I/

IlSI. MILLION AT CURRfET PRICES)

ITEM 1970 1975 1978 1979 196O 19R1 1982

. . . . . . . .. . .. . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . .

BIJ I LOINWS

RESIDENTIAL 107 IS1 156 t4r, 154 177 135
RURAL OWN-ACCOUNT RrSlENTIAt 146 251 13f3 420 416 574 572
NON-RESIUENhIAL 299 359 70'9 636 948 1.579 1.344

TOTAL 552 767 1.230 1,404 1.518 2.130 2.201
...... . ....... ....... . ... ..... .. . .. ... ........ ....... .............. ....... ... .. . ........

DIIIER WtRKS

IANO IMPROVEMENt 29 120 139 153 192 402 429
ROAP). FERRIES ANMI RNHRIC.F 149 141 191 449 664 444 323
WAIER SUI'PLIES 52 199 319 383 425 394 300
OTIlFR WnpKS 79fi 466 354 400 506 ass 1.016

TOTAL 526 926 1.001 1.3S5 1.797 2.128 2.06R
. . . ... .. ......... ........................ .............. ..... .. ....... ........

EQUIPMENI

TRANSPORT EOTJIPMINI 276 712 1.119 1.711 1.372 1 436 1.11o
O0lIER EQUIPMFNT 570 1.110 2.956 2.633 3.104 3.351 3.504

TOTAL 846 1.622 4,015 4.344 4.476 4.787 4.614
. . .. ... . . . ...... . .. I.... . . . .. .... .. .. .. . .. ... .. . . .. ... .... ... .. ... .. . ... .. ........ .............. .............. ....

DAIRY ANO BREEDING CATTLE 24 25 29 30 20 25 32

IOTAL IIXED CAPITAL YORMATION 1.871 3.540 6.306 7.723 7,881 6.570 S.914
........ . ............ ........ .............. ....... . ............. ..... .... .......... ... ...... ........

CIIANOE IN SIOCKS 19 464 565 724 605 654 646

TOTAL CAPITAL FORMATION 2.067 4.004 6.902 8.447 P.464 9.924 9.561

OF WtlIci
- MONETARY 1.879 3.753 6.479 7.965 7.946 9.301 8.826
* NON-MONETARY IRS 303 423 482 536 623 735

...................... ................................................................... ................

1/ FOR MAINLANO ONLY.
SOURCE: BUREAU OF SIATISTICS. ECONOMIC SURVEvsW

TARLE TAN/25S/
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Table 2.8: COMPOSITION OF GDP
(in percentage)

At Current Prices At 1966 Prices
1966 18 1978 1982 1973 1978 1982

Monetary Sector 68.5 72.1 60.0 55.7 72.2 70.2 79.1

Agriculture 21.6 18.7 18.8 14.9 18.5 14.9 19.5
Mining 2.9 1.1 0.4 0.4 1.0 0.6 0.6
Manufacturing 8.1 11.0 9.9 9.3 10.1 9.8 5.0
Electricity 1.0 0.9 0.8 1.2 1.3 1.5 2.0
Construction 2.7 4.6 2.6 3.4 4.1 2.5 3.5
Transport, communications 7.4 8.9 5.5 5.0 10.3 10.8 11.8
Services 24.8 26.9 22.0 21.5 26.9 30.1 36.7

Subsistence Production 31.5 27.9 40.0 44.3 27.8 29.8 20.9

Of which:

Agriculture 23.7 20.8 34.2 36.7 20.8 23.5 13.9

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Bureau of Statistics, Ministry of Planning
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Table 2.9: TRENDS IN NATIONAL ACCOUNTS (AT 1978 PRICES)

1970-73 1973-78 1978-82

Gross domestic product at MP 5.6 5.1 0.6

Consumption 7.6 6.1 -2.3

Per capita consumption 4.2 2.7 -5.5

Investment -1.8 4.3 -1.5

Domestic savings -10.0 0.5 16.8

Foreign savings 37.9 -0.2 -9.1
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TABLE 3.1

RALANCE OF PAYENTS SUSIARV I/
(T. SN. MILLION AT CURRENT PRICES)

ITEM4 1970 1975 1979 1979 1990 1991 1902

MERCHANDISE EXPORTS. FOR 1,952 2.790 3.639 4.520 4.723 4.306 4.145
MERCHANDISE IMPORTS. CIF 2.274 5.710 8.797 9.073 10.262 9.740 10.357

TRADE BALANCE -422 -2.920 -5.110 -4.554 -5.539 -4.934 -6.212

NON-FACTOR SERVICES (NET) 235 555 256 377 269 746 602

RECEIPTS 540 991 1.022 1.151 1.352 1.521 1.049
PAYMENTS -205 -426 -766 -774 -1.084 -775 -447

RESOURCE BALANCE -187 -2.365 -4.854 -4.177 -5.270 -4.189 -5.610

INVESTMENT INCOME -25 -25 -45 -71 -112 -177 -233

INTEREST RECEIPTS - 77 67 Ii? 95- lId go9 25
INTEREST PAYMENTS -102 -92 -192 -low -226 *-267 -263

(IMF CHARGES) . -26 -4B -53 -SI -58 -71

NET TEAMSTERS 2/ 40 -75 147 222 159 193 197

PRIVATE S PARASTATAL RECEIPTS 223 264 351 442 368 285 357
PRIVATE A PARASTATAL PAYMENTS -144 -199 -211 -200 -190 -183 -151
GOVERNMENT PAYMSENTS 3/ -40 -160 -28 -10 -19 -g -19

CURRENT ACCOUtNT BJALANCE -172 -2.464 -4.751 -4.016 -5.223 -4.172 -SAG'1

GOVERNMENT GRANT RECEIPTS 52 84 l2 .1 96 1.9 98

GOVERNMENT M S LU LOANS 459 1.060 729 1.136 765 1.370 769

RECEIPTS 513 1.136 874 1.212 999 1.470 937
PAYMENTS -11 -45 -109 -50 -99 -70 -68
CIOMPENSATION -45 -32 .36 -27 -35 -30

PARASTATAL M S LT LOANS 4/ 55 210 379 240 279 397 345

RECEIPTS 147 368 547 363 419 526 450
PAYMENTS -93 -59 -169 -125 -139 -129 -105

PRIVATE M B LT LOANS 11 -2 -59 3 35 5 7

RECEIPTS i15 0 117 23 57 14 IS

PAYMENTS -104 -3 -175 -28 -22 -9 -8

SUPPLIERS CREDIT (NET). . 473 536 834 127

RECEIPTS.. .

PAYMENTS- . . . . -

USE Or IMF CREDITINET) . 230 -222 22)7 155 -101 -99

PURCHASES - 230 55 369 417 154 1a
REPUIRCHA5ES -279 -141 -262 -255 -117

OTHER CAPITAL MOVEMENTS (NET) -126 -39 -35 -76 -37 -723 -314

EXCEPTIONAtL FINANCING St 265 125 198 1.007 752 1.860

ERRORS AND OMISSIONS 64 -32 -2 -234 -390 -53 -406

OVERALL BALANCE OF PAYMENTS 213 126 -2.708 -365 -1.206 99 -1.671

FINANCED BY:
CHANGE IN RESERVES MOUST IMF -213 -126 2.227 -437 -18 -77 473
INCREASE IN ARREARS . 481 802 1.224 -22 1.199

GROSS LEVEL OF RESERVES WITH I
(END OF PERIOD) 729 294 -346 6 -472 -177 -704

GROSS LEVEL OF RESERVES WITHOUS
(END OF PERIOD) 705 964 352 799 906 993 410

I/ TRADE AND RESERtVES FIGUJRE INCLtUDE ZANZIBAR. COVERAGE OF ZANZIBAR
TRANSACTIONS IN OTHER ITEMS MAY BE INCOM4PLETE.

2/ EXCLUDES GOVERNM4ENT RECEIPTS.
3/ 1966 FIGURE INCLUDES GOVERNMENT GRANT RECEIPTS.
4/FIGUJRE FOR 1976 INCLUMDES PRIVATE M £ LT LOANS.

I/ INCLUDES WORLD BANKC AND OPEC PROGRAM LOANS. AND IMF TRUST FUND.
6/ AFTER ALLOWING FOR OUTSTANDING LIABSILITIES. IMP CREDIT AND ARREARS.

SOURCE: (1) CUJSTOMS AND EXCISE. ANNdUAL TRADE REPORITS:
(2) BANKC OF TANZANIA. ECONOMIC AND OPERATIONS REPORTS.

TABLE TAN/aS/10
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TABLE 3.2
MERCHANDISE EXPORTS AT CURRENT PRICES 1/

(T. SH. MILLION)

ITEM 1970 1975 1978 1979 1980 1991 1982

PRIMARY PRODUCTS 2/ 1,407.1 2,193.5 3,080.0 3,446.6 3,301.0 4,047.7 3,339.4

MAdOR ITEMS 1.095.9 1,850.6 2,620.8 2,835.8 2.508.5 3,419.2 2,860.1

COFFEE 316.7 488.4 1,303.3 1,215.5 1,181.3 1,258.1 1.205.7
TEA 42.8 81.4 168.3 164.0 181.9 164.3 170.7
COTTON 251.5 313.4 420.3 492.0 359.2 642.0 509.0
SISAL FIBER 179.0 302.4 218.4 257.9 246.3 269.7 213.7
CASHEWNUTS (RAW) 115.2 176.9 160.9 145.3 60.2 285.6 42.2
CASHEW KERNELS 21.7 44.5 67.9 83.4 125.6 215.3 155.0
TOBACCO 59.5 122.7 221.5 148.7 102.7 150.5 170.5
CLOVES (WHOLE) 109.5 320.9 60.2 329.0 251.3 433.7 393.3

MINOR ITEMS 311.2 342.9 459.2 610.8 792.5 628.5 479.3

CEREALS AND CEREAL PREP. 23.2 0.2 64.4 200.1 20.5 16.3 1.5
ANIMAL FEED 30.9 40.1 39.4 45.2 62.0 101.6 22.6
MEAT AND MEAT PREPARATIONS 36.1 17.4 3.4 1.1 40.3 22.0 1.9
VEGETABLES 36.2 55.0 98.2 100.4 130.7 118.3 106.2
SUGAR AND SUGAR PREP. 2.0 56.8 48.8 47.4 51.8 14.7 38.3
OIL SEEDS AND NUTS 37.0 23.6 50.8 37.1 40.8 27.1 7.4
HIDES. SKINS AND FUR 29.0 44.3 18.4 40.9 36.7 22.2 18.6
OTHER 116.8 105.5 135.8 138.6 409.7 306.3 282.8

MANUFACTURED PRODUCTS 3/ 429.1 543.1 568.7 981.5 1,334.5 658.1 693.7

MAJOR ITEMS 299.2 405.1 441.2 703.7 734.0 473.9 517.6

SISAL CORDAGE AND TWINE 26.7 87.8 115.5 219.0 230.3 90.2 117.5
PETROLEUM PRODUCTS 111.5 139.3 82.8 136.5 204.9 129.6 189.6
DIAMONDS 4/ 161.0 178.0 242.9 348.2 298.8 254.1 210.5

MINOR ITEMS 129.9 138.0 127.5 277.8 600.5 184.2 176.1

WATTLE EXTRACT 7.5 20.9 23.5 27.8 30.5 16.1 7.0
TEXTILES AND CLOTHING 16.1 19.3 14.1 104.3 138.5 30.2 20.9

LEATHER AND FOOTWEAR 5.6 1.4 0.7 1.2 1.9 1.7
BATTERIES 4.4 5.0 11.3 . 20.0 28.8 32.4
OTHER 96.3 91.4 77.9 144.5 409.6 107.4 15.8

TOTAL EXPORTS 1,836.2 2,736.6 3,648.7 4,428.1 4,635.5 4,705.8 4,033.1

RE-EXPORTS 5/ 15.6 53.5 39.0 91.4 87.6 99.7 111.8

TOTAL EXPORTS AND RE-EXPORTS 1,851.8 2,790.1 3,687.7 4,519.5 4,723.1 4,805.5 4,144.9

t/ DATA COVER MAINLAND ANO ZANZIBAR. AND INCLUDE EXPORTS TO EAC. Source: (1) Customs and Excise Department,
2/ SITC CATEGORIES 0 TO 2 Annual Trade Report.
3/ SITC CATEGORIES 3 TO 9
4/ FROM 1976, DATA ARE BASED ON VALUE OF LONDON SALES. (2) Bank of Tanzania
5/ EXCLUDES CRUDE PETROLEUM.
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TABLE 3.3
PRINCIPAL MERCHANDISE EXPORTS l/

(VOLUME IN TONS; UNIT VALUE IN T.SH./TON; VALUES IN T.SH.MILLION)

ITEM 1970 1975 1978 1979 1950 1981 1982

COFFEE: VOLUME 45,082 54.641 50.893 45.429 43.540 73,273 53,477
UNIT VALUE 7,025 8,938 25,609 26,756 27,131 17,170 22,546
VALUE .317 488 1.303 1,216 1,181 1.258 1.206

TEA: VOLUME 7.054 10.379 14,987 15,021 13,262 14,515 11,908
UNIT VALUE 6.067 7.843 11,230 10,918 13,716- 11,319 14,335
VALUE 43 81 168 164 182 164 171

COTTON: VOLUME 61.910 41.054 35,478 38,975 31.470 44.047 37.964
UNIT VALUE 4.062 7,634 1.1,847 12,623 11,414 14,575 13.407
VALUE 252 313 420 492 359 642 509

SISAL FIBER: VOLUME 217,506 102,165 66.729 78,688 48.870 55.090 37.300
UNIT VALUE 823 2,960 3,273 3,278 5,040 4,896 5,729
VALUE 179 302 218 258 246 270 214

SISAL CORDAGE &
TWINE VOLUME 15.673 15,676 27.116 43.311 32,264 13,135 12,200

UNIT VALUE 1,723 6,151 3,680 2,477 3.303 8,208 3.828
VALUE 27 96 100 107 107 108 47

CASHEWNUTS (RAW) VOLUME 77,418 97,628 44,200- 37.791 9,055 25,144 9,000
UNIT VALUE 1,488 1,812 3,640 3,845 6,648 11,359 4.689
VALUE 115 177 161 145 60 286 42

CASHEW KERNELS VOLUME 2,869 4,279 3,635 3,883 3,724 6,739 7.766
UNIT VALUE 7,564 10,400 18.680 21,478 33,727 31,948 19,959
VALUE 22 45 68 83 126 215 155

TOBACCO (UNMANF.)VOLUME 7.532 9.012 10,960 7,039 8,508 10,519 9,221
UNIT VALUE 7,900 13,615 20,210 21.125 12,071 14,307 18,491
VALUE 60 123 222 149 103 151 171

CLOVES VOLUME 4.771 7.502 1,237 5.949 8,085 6,830 7,500
UNIT VALUE 22,951 42,775 48,666 55,303 31,082 63,499 52.440
VALUE 110 321 60 329 25; 434 393

…__ _ _ _ _ _ _ _ _ _ - -___ - -__ - - - -_ - - - - - - - - - -__- -_ _ _ _ _ __- -_ ____-- - _ ..- _-_____- _ _ _ _ _ _ _ _ _ _

1/ DATA COVER MAINLAND AND ZANZIBAR, AND INCLUDE EXPORTS TO EAC.
DATA HAVE BEEN ADJUSTED ON BASIS OF ESTIMATES PREPARED BY
CROP AUTHORITIES.

SOURCE: (1) CUSTOMS AND EXCISE, ANNUAL TRADE REPORTS; (2) BANK OF TANZANIA;
(3) BUREAU OF STATISTICS, ECONOMIC SURVEYS.

TABLE TAN/3S/3
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TABLE 3.4
MERCHANDISE EXPORTS - UNIT VALUE INDICES 1/

(IN TERMS OF T. SHILLINGS: 1978=100)

ITEM 1970 1975 1978 1979 1980 1981 1982

PRIMARY PRODUCTS 33.5 58.3 100.0 107.6 108.7 100.3 103.4

MAJOR ITEMS 32.2 55.8 100.0 105.3 101.8 97.6 102.0

COFFEE 27.4 34.9 100.0 104.5 105.9 67.0 88.0
TEA 54.0 69.8 100.0 97.2 122.1 100.8 127.7
COTTON 34.3 64.4 100.0 106.6 96.3 123.0 113.2
SISAL FIBER 25.1 90.4 100.0 100.1 154.0 149.6 175.0
CASHEW NUTS (RAW) 40.9 49.8 100.0 105.6 182.6 312.0 128.8
CASIIEW KERNELS 40.5 55.7 100.0 115.0 180.6 171.0 106.8
TOBACCO 39.1 67.4 100.0 104.5 59.7 70.8 91.5
CLOVES (WHOLE) 47.2 87.9 1OO.O 113.6 63.9 130.5 107.8

MINOR ITEMS 2/ 38.6 *77.0 100.0 119.8 138.4 118.1 112.4

MANUFACTURED PRODUCTS 43.0 79.8 100.0 105.1 129.5 152.2 162.3

MAJOR ITEMS 34.4 82.1 1OO.O 100.2 128.1 164.2 167.0
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

SISAL CORDAGE AND TWINE 46.7 166.8 100.0 67.2 89.6 222.6 103.8
PETROLEUM PRODUCTS 4/ 17.9 69.9 100.0 158.1 232.3 261.8 337.0
DIAMONDS 3/ 85.6 73.8 100.0 120.0 131.2 128.0 149.9

MINOR ITEMS 100.l 73.8 100.0 120.0 ¶31.2 128.0 149.9

TOTAL EXPORTS 35.3 61.6 100.0 107.0 113.9 105.3 110.3

RE-EXPORTS 3/ 35.2 73.8 100.0 120.0 131.2 128.0 149.9

TOTAL EXPORTS AND RE-EXPORTS 35.3 61.8 100.0 107.3 114.2 105.7 111.0
.W== ====== ==.-= m==5=- =s===r= mum==: .=======

1/ DATA COVER MAINLAND AND ZANZIBAR. AND INCLUDE EXPORTS TO EAC.
2/ BASED ON EPD PRICE SERIES FOR AGRICULTURAL COMMODITIES.
3/ BASED ON EPD SERIES FOR INTERNATIONAL INFLATION.
4/ DERIVED FROM DISAGGREGATED DATA.

SOURCE: TABLES 3.2 AND 3.3 AND WORLD BANK COMMODITY PRICE FORECASTS.

TABLE TAN/3S/4
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TABLE 3.5
MERCHANDISE IMPORTS - AT CURRENT PRICES 1/

(T. SH. MILLION)

ITEM 1970 1975 1978 1979 t980 1951 1982

FOOD AND LIVE ANIMALS 176 1.011 497 308 1.196 871 972

CEREALS AND CEREAL PREPARATION 56 B73 267 159 966 646 781
OTHERS 120 138 230 149 230 225 191

BEVERAGES AND TOBACCO 20 5 6 6 8 6 5

RAW MATERIALS 31 89 183 144 151 135 247

MINERAL FUEL AND LUBRICANTS 193 676 972 1,252 2.339 2,226 2,331

CRUDE PETROLEUM 72 458 514 602 1,181 1.282 1,245
PETROLEUM PRODUCTS 121 217 457 642 1,138 941 1.074
OTHERS 1 1 2 e 20 3 12

ANIMAL AND VEGETABLE OILS
AND FATS 14 70 149 125 119 95 142

CHEMICALS 225 676 1,018 865 1.076 848 986
------ ----- --- -- ----- ----- - - ------ -------- -------- co

MANUFACTURED GOODS 629 1.194 1,766 1.646 t.389 1.432 1,872

PAPER AND PAPER GOODS 75 178 208 232 177 153 210
TEXTILE YARN. FABRICS AND GOOD 133 199 362 304 324 191 299
NON-METALLIC MINERAL GOODS 37 83 127 134 104 114 137
IRON AND STEEL 135 335 352 396 345 340 399
NON-FERROUS METALS . 51 102 95 123 1.247 120
METAL GOODS 153 268 503 401 316 273 396
OTHERS . 79 112 84 234 312

MACHINERY 8 TRANSP. EQUIDMENT 800 1,773 3.907 4,320 3,521 3,941 3,679

NON-ELECTRICAL MACHINERY . 863 1.915 1,815 1,840 2,160 2,138
ELECTRICAL MACHINERY 272 639 604 529 595 706
TRANSPORT EQUIPMENT . 625 1,289 1.830 1.093 1.185 834

OF WHICH, PASSENGER CARS 33 13 64 71 59 56 59

MISCELLANEOUS MANUFACTURES 153 195 300 408 463 179 107

ITEMS NOT CLASSIFIED 33 22 6 18

. TOTAL IMPORTS 2.274 5.710 8,797 9,073 10,262 9,740 10.357
a=====:S .... ==== ... =n.. -. =...a a=r======= =…=====…

1/ DATA COVER MAINLAND AND ZANZIBAR, AND INCLUDE IMPORTS FROM EAC.
SOURCE: CUSTOMS AND tXCISE. ANNUAL TRADE REPORTS & T.P.D.C.

(2) T.P.D.C.
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TABLE 3.6
MERCHANDISE IMPORTS - UNIT VALUE INDICES 1/

(IN TERMS OF T. SMILLINGS: 1978=100)

ITEM 1970 1975 1978 1979 1980 19B1 1982

FOOD AND LIVE ANIMALS 37.7 73.7 100.0 119.6 120.2 123.8 161.3

CEREALS 37.0 72.9 100.0 121.4 116.8 126.3 183.1

OTHER 38.0 78.8 100.0 117.7 136.8 117.0 108.4

BEVERAGES AND TOBACCO 29.2 40.1 100.0 109.7 97.0 81.1 94.1

RAW MATERIALS 44.0 79.8 100.0 126.9 145.6 125.1 124.0

MINERAL FUELS AND LUBRICANTS 17.9 69.9 100.0 158.1 232.3 261.8 337.0

CRUDE PETROLEUM 18.0 68.0 100.0 148.0 221.0 259.0 283.0

PETROLEUM PRODUCTS 17.9 74.0 100.0 169.0 251.0 266.0 435.0

OTHER 9.6 133.0 100.0 153.0 105.0 193.0 246.0

ANIMAL AND VEGETABLE OILS
AND FATS 43.1 69.6 100.0 122.7 111.0 108.8 97.6

CHEMICALS- 35.2 73.8 100.0 120.0 131.2 128.0 149.9

MANUFACTURED GOODS 35.2 73.8 100.0 120.0 131.2 128.0 149.9

MACHINERY & TRANSP. EQUIPMENT 35.2 73.8 100.0 120.0 131.2 128.0 149.9

MISCELLANEOUS MANUFACTURES 35.2 73.8 100.0 120.0 131.2 128.0 149.9

ITEMS NOT CLASSIFIED 35.2 73.8 100.0 120.0 131.2 128.0 149.9

TOTAL IMPORTS 32.7. 73.7 100.0 124.6 144.1 143.6 174.0
======== =z======= w=e=T==e===r= ======== ======== W.==s-==

1/ DATA COVER MAINLAND AND ZANZIBAR. AND INCLUDE EXPORTS TO EAC.

PRICE INDICES BASED ON APPROPRIATE WORLD BANK COMMODITY PRICE SERIES.

SOURCE: CUSTOMS AND EXCISE. ANNUAL TRADE REPORTS AND WORLD RANK.

TABLE TAN/35/6
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TABLE 3.7
RATIOS OF TRADE TO GDP 1/
(PERCENT AT CURRENT PRICES)

ITEM 1970 1975 1978 1979 1980 1981 1982

EAPORTS 26.1 19.8 14.2 15.6 15.1 14.1 10.9
…"== ucuc = zT ==_==cu =…vT w=== xeez

MERCHANDISE 20.2 14.7 11.1 12.5 11.7 10.7 8.7
NON-FACTOR SERVICES 5.9 5.2 3.1 3.2 3.4 3.4 2.2

IMPORTS 21.5 27.8 24.2 22.9 22.B 20.0 20.8
ftnoeX22. -= .... ='=====ns wS .... t =eis*SE - Cmu

MERCHANDISE 24.8 30.0 26.5 25.0 25.5 21.7 21.8
NON-FACTOR SERVICES -3.3 -2.2 -2.3 -2.1 -2.7 -1.7 -0.9

IMPORT SURPLUS -2.0 -12.4 -14.6 -11.5 -13.1 -9.3 -11.8

MERCHANDISE -4.6 -15.4 -15.4 -12.5 -13.8 -11.0 -13.1
NON-FA-tOR SERVICES 2.6 2.9 0.8 1.0 0.7 1.7 1.3

CURREMI ACCT DEFICIT -1.9 -13.0 -14.3 -11.1 -13.0 -9.3 -11.9 W
0

1/ FOR MAINLAND ONLY. DENOMINATOR IS GDP AT MARKET PRICES. NOTE THAT
AS TRADE DATA ARE FROM NATIONAL ACCOUNTS AND EXCLUDE ZANZIBAR. THEY
ARE NOT STRICTLY COMPARABLE TO BANK OF TANZANIA DATA USED IN OlHER
TABLES.

SOURCE: BUREAU OF STATISTICS.

TABLE TAN/3S/9
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tABLE 3.8
EXTERNAL RESERVES
(IN MILL. T.SHS.)

ITEM 1970 1975 1978 1979 1980 t98t 1982

BANK OF TANZANIA

ASSETS
FOREIGN EXCHANGE 397.4 534.0 701.0 694.0 381.0 334.0 254.0
SORS t3.4 11.0 59.0 30.0 71.0 3.0
QUOTA IN IMF 300.0 362.0 531.0 580.0 800.0 872.0 853.0

TOTAL ASSETS 710.3 907.0 1,291.0 1,304.0 1,252.0 1,209.0 1.107.0

LIABILITIES
FOREIGN EXCHANGE 8.d 218.0 473.0 474.0 472.0 352.0 497.0
SORS 38.4 905.0 138.0 2t3.0 279.0 300.0 324.0
QUOTA IN IMF 250.8 138.0 ,I150.0 1,180.0 1,870.0 1,635.0 1,643.0

TOTAL LIABILITIES 298.0 1.261.0 1.761.0 i.867.0 2,621.0 2,287.0 2.464.0

NET BANK OF TANZANIA 412.8 -354.0 -470.0 -563.0 -1.369.0 -1.078.0 -9t357.0

COMMERCIAL BANKS
ASSETS 382.0 759.0 626.0 1,007.0 1.408.0 1,061.0 1.626.0
LIABILITIES 70.0 134.0 688.0 372.0 188.0 191.0 622.0
NET 312.0 625.0 -62.0 635.0 1,220.0 870.0 1,004.0

CENTRAL GOVERNMENT (NET) 4.5 -14.0 * * * * 1.0
BANK OF ZANZIBAR . 37.4 185.7 -66.4 -322.7 31.1 -352.0

GROSS LEVEL OF RESERVES
WITH IMF CREDIT 729.3 294.4 -346.3 5.6 -471.7 -176.9 -704.0
WITHOUT IMF CREDIT 705.1 964.4 351.7 788.6 806.3 883.1 410.0

--------- --------- --------- --------- --------- -------- --- -- s ------ -.. =st-- -= * 5f-- --------------- s

SOURCE: BANK OF TANZANIA.

TABLE TAN/2S/it
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Table 3.9: Exchange Rate Trends

Nominal Nominal Effective Real Effective
Exchange Rate Exchange Rate Exchange Rate

TSh/US$ Index Index

1978 7.68 100.0 100.0

1979 8.25 89.8 92.9

1980 8.19 90.6 106.8

1981 8.28 105.4 139.6

1982 9.33 106.6 165.6

1983 11.21 93.1 171.0

19831/ 12.18 96.1 181.3

I/ Estimate based on partial data.

Source: IMF.
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SERVICE PAYMENTS. COMMITMENTS, DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL PUBLIC DEST

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDINn UNOISRURSED AS OF DEC. 31. 1982
DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS

(IN THOUSANDS OF U.S. DOLLARS)
TOTAL

YEAR : OEBT OUTSTANDING AT : T R A N S A C T I o N S P U R I N G P E R I O D OTHER CHANGES
BEGINNING OF PERIOD :~~~. . . . . . .......... ................... ._.. __.__._............................ . . . ... .. .. ... .. .. ..

DISBURSED : INCLUDING COMMIT- : DISGURSE, S'E R V I C E P A Y M E N T S CAFIJEL- ADJUST-
ONLY :UNOISBURSEO: MENTS : MENiTS ...........-........- --. LAtIODIS PENT *

I I :. : :PRINCIPAL INTEREST TOTAL
(1) (2) (3) (4) (5) (6) (7) ()8 (9)

1978 1.100.073 1,646.240 231.605 171.452 19,749 18,421 38.17O 2'8.772 109.246
1979 1.141.412 1.748.570 410.876 205,525 16.286 22.769 39.055 190.856 -6.911
1980 1.193.432 1.945.393 364.012 188.364 20.387 31.379 51.766 29 -31.380
1981 1.338.316 2.257,609 295,897 268,447 26.4Y9 27.044 53.542 7.418 -140.650
1982 1,497.009 2.378.940 417.756. 2r.4.925 74.820 37.758 112.578 956 -90.888
1983 1.618.348 2.630.032

a * * * * * THE FOLLOWING FIGURES ARE PROJECTED * * * * * *

1983 1.618.348 2.630.032 - 360,013 73.377 44,541 117.918 - -5
1984 1.904,980 2.556.650 - 267.381 99.980 51.895 151.875 - 8
1985 2.072.388 2.456.678 - *188.990 102.430 55.530 157.960 - 2
1986 2.158.943 2.354.246 - 116,235 ' 108.356 56.359 164.715 - -2
1987 2,166.819 2,245.888 38.947 116.087 54.5a8 170.645 - -1 W
1988 2.089.676 2,129.800 - 22.600 119,999 49.780 169.787 ' 6
1989 1.992.280 2.009.807 - 12.527 117.587 44.783 162.370 - *1
1990 1.887.221 1.892.219 - 4.023 126,414 40.176 166.590 13
1991 1.764,843 1.765.818 - 915 95.207 36.025 131.232 . .4
1992 1.670.547 1.,70.607 - 60 92.:78 32.257 124.G35 - 12
1993 1.578,241 1.578.241 - - 87.047 29.242 116.289 - -7
1994 1.491.187 1.491.187 - - 86,180 26.404 112.590 - 12
1995 1,405.013 1,405.013 - - 74.777 23.154 98.531 - 5
1996 1.330.241 1.330.241 - - 73,09S 21.371 94.466 - 2
1997 1.257,148 1.257.148 - - C8.278 19.263 87.5A1 - 11
1098 1.188,881 1.1188.881 67.701 17.462 85.163 - 2
1999 1,121.182 1,121.182 - - 66.383 15,819 U2.202 - 8
2000 1.054.807 1.054.807 - 04.459 14.361 78.820 - 5
2001 990.353 990.353 - * 63.097 13,01 77.008 - 2
2002 92G,358 926.358 - GO.746 11.847 72.593 a 8

* THIS COLUMN SHOWS THE AMOUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLUDING UNDIS9URSCO FROM ONE
VEAR TO THE NEXT. THE MOST COMMON CAUSES Of IMOALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFER OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.

S
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Table 4.2: EXTERNAL PUBLIC DEBT SERVICE
(USS million)

------- PrinelpA--------- - -----
1979 1980 1981 1982 1979 1980 1981 1982

Supplier.s Credits 2.1 0.4 0.2 8.0 - - - 0.2
Germany U ,1 0.1 0.1 8.0 - - - -

Italy 0.3 0.2 0.1 - - - - -
Netherlanda 1.7 - - - - - - -
Others - - - - - - - 0.2

Financial
Inutitutions 1.2 3.1 2.2 14.1 0.4 3.2 2.2 6.4
Belgium - 0.H 0.2 9.2 * 1.3 0.1 0.S
Brazil - - - - - - 0.2 2.9
France - - - 2.6 - 0.3 0.i 1.1
Italy 1.1 1.1 0.7 0.9 0.3 0.2 0.1 0.1
United Kingdom 0.1 0.1 * * * * * *
USA * * * * * *
Multiple Lenders - 1.2 1.2 1.3 * 1.4 1.4 1.8

Bonds - - - 7.0 0.5 0.5 0.5 0.2
United Kingdom - - - 7.0 0.5 U.5 0.5 U.2

Nationalization O.b 0.5 0.5 0.5 - - - _
Netherlands 0.2 I.2 0.2 0.2 - - - -

United Kingdom 0.4 0.3 0.3 0.3 - - - -

Multilateral Loans 4.7 b.4 15.6 17.1 15.6 18.6 18.9 21.0
AfDB 1.0 0.9 0.6 1.4 0.4 0.7 0.2 1.0
ADF - - - - * * 0.1 0.2
Arab Af. Bank - - 0.3 0.3 * 0.1 0.1 0.1
BADEA - - 0.2 0.4 0.5 0.5 0.6 0.6
EEC - - - - - - - 0.2
EDF - - - 4.5 - - - 0.1
ElB - - - - - - 0.3 0.3
IBRD 3.2 4.8 7.0 8.8 13.2 15.3 15.5 15.8
IDA 0.6 0.6 7.5 1.1 1.3 1.6 1.9 2.4
IMF Trust Fund - - - 0.3 0.1 0.3 0.2 0.2
OPEC Special Fund - - - 0.3 * * 0.1 0.1
Other. - - - - - - -

Bilateral Loans 7.6 10.1 8.1 28.2 6.3 9.1 5.5 10.0
Bulgaria 0.2 0.2 - 2.3 1.0 - -

Canada - 5.8 1.3 1.1 1.8 3.8 0.8 2.2
China 0.5 0.2 0.2 13.6 - - - -
Czechoslovakia - - - - - - - *
Denmark 0.4 - - 0.6 - - - -
Finland - - - - - - - *
France - - 1.0 - - - 0.2
Germany 1.7 - - - 0.7 - - -
India - - _ 0.9 0.3 0.3 0.1 0.4
Iraq - - - 4.0 - - 0.5 0.8
Italy 1.4 1.4 0.9 0.8 0.6 0.2 0.3 0.4
Japan 1.5 0.2 - 0.9 0.7 1.1 0.2 1.1
Kuwait - 0.4 0.7 0.9 0.4 0.4 0.6 0.9
Netherlands - - a 0o1 - - * 0o1
UAE - - - - a 0.1 - 0.2
United Kingdom - - - - - 0.2 0.3 0.4
United States 0. 1.0 1.1 1.5 1.4 2.8 2.3 3.1
USSR 0.3 0.5 3.5 0.2 0.2 0.1 0.3 a
Zambia 0.2 0.2 0.1 0.1 * a a a
Multiple lenders 0.6 0.3 0.3 0.1 a ^ a a

TOTAL 16.3 20.4 26.5 74.8 22.8 31.4 27.0 37.8

Note: Figures for 1982 are tentative. Data rounded to nearest 0.1
million. Asterisks Indicate amountw under 0.05 m ilion.

Source: IBRD. Debt Reporting System.
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Table 4.3: LOAN COIKITMENTS AND DISStWSEMENTS
(US$ 1illion)

-Co mitm ent------- ---- Disbursemmnts--
1979 1980 1981 1982 1979 1980 1981 1982

Supplier. Credits - _ 118.0 _ - - 10.0
Germany -- - -
Italy - - - - - - - -
Netherlands - - _ _ _ _ _ -

Other* - - - 118.0 - - - 10.0

Financial
Institutions 92.0 22.2 - - 13.0 29.2 14.4 18.9

elgium - - 1.0 - - 1.0

Brazil 45.3 - - - 29.2 4.1 5.7
France - - 6.7 b.3 14.7 22.2 - -
Multiple Lenders 32.0 - - - 12.0 - 3.5 5.9

Multilateral Loans 195.3 185.2 117.8 198.6 91.1 110.0 156.3 108.4
AfDs - 19.5 - - - 4.7 b.4 3.2
ADF 8.3 9.6 - - - 11.8 7.5 3.7
Arab Af. Dank - - - - 1.4 0.1 0.1 0.7
DADEA - - - - 1.4 0.o 0.1 1.1
EEC 15.0 7.0 - - - - 22.0 -
EDF 13.0 15.9 - - - 0.1 - 10.2
El - - 8.4 - - 7.0 - 0.6
[BRD 66.0 - - - 32.9 34.3 19.3 9.9
LDA 76.5 109.2 99.5 26.8 39.0 35.0 84.4 64.9
IMF Trust Fund 16.4 14.0 - - 16.4 14.0 - -
OPEC Special Fund - 10.0 10.0 22.0 - 2.5 16.6 2.2
Others - - - 149.7 - - - 12.0

Bilateral Loans 123.6 156.7 128.1 101.2 101.3 49.2 97.8 117.6
Algeria - 20.0 10.0 - - 20.0 - 0.8
Austria - - 1.9 - - - 1.3 0.6
Bclg:.um 4.3 5.1 5.4 - - 0.9 1.1 1.2
Bulgaria - - - - - - - 0.8
Canada 10.2 - - - 13.3 0.6 - 0.2
China 3.6 0.7 - - 0.7 0.7 - 25.3
Czechoslovakia - - - - - - - 0.5
Denmark 20.9 17.8 - 15.7 5.3 13.7 1.7 7.6
Finland - - 15.2 2.1 - - - 1.3
France 11.8 11.7 - 9.8 - - 6.7 6.9
Germany - - - - 41.6 - - -
Indla - - - 15.8 6.2 - 0.7 6.8
Iraq 30.0 8.2 - - - - 38.2 -
Italy - - 50.0 - - - - 4.9

Japan 9.2 48.8 27.6 47.5 11.0 5.5 31.1 30.9
Kuwait - 25.9 46.6 - 1.2 5.3 5.9 20.8
Netherlands 0.7 4.0 2.2 1.8 0.7 0.6 1.4 1.8
UAE - - - - 2.2 2.0 1.6 0.6
United Kingdom 21.0 7.8 7.3 3.4 - - 1.5 3.9
United States 12.0 6.7 11.8 5.0 19.3 - 6.7 2.3

TOTAL 410.9 364.0 295.9 417.8 205.5 188.4 268.4 254.9

Notes: 1. Figures for 1982 are tentative. Wlll be finalized for the grey
cover.

Source: IRBD, Debt Reporting System.
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TABLE 5.1
GOVERNMENT OPERATIONS

(T. SH. MILLION)
WARNING: DATA HAVE NOT BEEN EDITED

ITEM FY74 FY75 FY76 FY77 FY78 FY79 FY80 FY81 FY82 FY83
…__ - -_ _______- -__- -___- - - -_-_- _ _ - _ - _-_ _-__ __-_-.-_-_ ___-_-______- _

RECURRENT BUDGET

REVENUE

CUSTOMS DUTY 580 528 451 6e8 892 895 all 656 675 640
INCOME TAX 717 1.025 1,092 1.396 1.664 1,897 2.427 2,730 3,245 2,618
SALES & EXCISE TAX 1,043 1.484 1.633 1,749 2,238 2,614 2,956 4.335 5.130 5,263
EXPORT TAXES 216 279 156 839 548 448 465 215 19 10
SUB-TOTAL 2,556 3,316 3.332 4,672 5,342 5,854 6,659 7,936 9,069 8.531

PARASTATAL DIVIDENDS 85 106 76 79 113 167 210 143 200 249
OTHER 383 354 504 528 627 862 888 550 705 1,812

TOTAL 3,024 3,776 3,912 5,279 6,082 6,883 7,757 8.629 9,974 10,592

EXPENDITURE

CONSOLIDATED FUND 300 379 545 634 757 1.327 1,136 1,320 1,380 1,949
SUPPLY VOTE - MINISTRIES 1.641 2.420 2,058 3,244 3,397 5,839 6,509 5,655 7.456 8,881
SUPPLY VOTE - REGIONS 845 1,163 1,112 1,230 1,615 1,749 2.059 2,425 2,500 3,189

TOTAL 2.786 3,962 3,715 5,108 5,769 8,915 9,704 9,400 11,336 14,019

RECURRENT SURPLUS 238 -186 197 171 313 -2,032 -1,947 -772 -1.362 -3,427

DEVELOPMENT BUDGET

REVENUE

RECURRENT SURPLUS 238 -186 197 171 313 -2.032 -1,947 -772 -1,362 -3,427
BANK BORROWING 416 753 1.061 -24 652 3,056 2.804 2,916 3,360 4.205
NON-BANK BORROWING 76 362 328 276 488 454 671 620 783 629
OTHER 6 6 113 124 162 581 738 1,046 266 1,086
SUB-TOTAL 736 935 1.699 547 ,615 1,478 1,528 2,764 2.781 1,407

EXTERNAL LOANS AND GRANTS 1/ 681 1,039 1,033 1,402 1,626 2,559 3,063 2,721 2,710 2,725

TOTAL 1,417 1,974 2,732 1,949 2,984 4.037 4,591 5,485 5,491 4,132

EXPENDITURE

MINISTRIES 6 PARASTATALS 1,402 1,904 1,866 2,413 2,982 4,276 4,303 4,198 4,596 3,843
REGIONS 240 321 321 318 406 481 586 609 619 562

TOTAL 1,642 2,225 2,187 2,731 3.388 4.757 4.889 4,807 5,215 4,405

ERRORS, OMMISSIONS AND CON-
VERSION TO CASH BASIS -225 -251 545 -782 -404 -720 -298 678 276 -273

Source: Ministry of Finance and IMF.
Table TAN/5S/1
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TABLE 5.2
PUBLIC RECURRENT EXPENDITURE. CONSOLIDATED FUND SERVICES AND

SUPPLY VOTES (MINISTRIES AND REGIONS)
(T. SH. MILLION)

ITEM FY74 FY75 FY76 FY77 FY78 FY79 FY80 FY81 FY82 FY83

RECURRENT EXPENDITURE

CONSOLIDATED FUND SERVICES 300.0 379.0 545.0 634.0 757.0 1,327.0 1.136.0 1.320.0 1,380.0 1,949.0

PERSONAL EMOLUMENTS &
PENSION PAYMENTS
GRATUITY 30.9 40.3 51.6 65.7 58.9 54.6 54.3 65.8 82.3 89.5

TRAVEL 0.3 0.5 0.6 0.7 0.6 0.5 0.4 0.6 1.3 0.8
SPECIAL EXPENDITURE AND
FUNDED DEBT TABLES 42.7 37.8 33.2 32.9 29.0 32.8 29.3 26.3 26.0 26.3

FUNDED DEBT SINKING FUNDS 15.6 13.5 11.7 11.6 10.4 11.2 10.5 9.5 6.5 6.5
FUNDED DEBT SUBSIDIARY SINKING 1.4 1.4 1.4 1.4 1.4 1.4 1.4
FUNDED DEBT REDEMPTION . . . 50.4 . 43.2 . 33.1 33.4
UNFUNDED DEBT-INTEREST 90.0 136.3 202.7 226.1 298.0 420.3 639.4 842.2 1,038.8 1,149.4
UNFUNDED DEBT REDEMPTION 17.4 0.2 0.4 1.5 0.6 547.9 101.2 86.5 52.1 369.7
UNFUNDEO DEBT-INTEREST 30.6 28.0 52.4 64.8 80.8 127.7 167.3 157.1 197.5 299.1
UNFUNDED DEBT-REDEMPTION 42.0 35.5 51.6 32.6 30.0 44.5 73.5 74.6 82.7 36.2
OTHER CHARGES 29.1 85.5 139.4 146.3 247.3 42.9 57.6 . . .

SUPPLY VOTES (MINISTRIES) 1,641.0' 2,420.0 2,058.0 3,244.0 3,397.0 5,839.0 6,509.0 5,655.0 7,456.0 8,881.0

PERSONAL EMOLUMENTS . 771.7 842.7 938.8 1.082.3 . 1,134.6 2,161.1 1,976.4 1,929.8
TRAVEL * 62.6 52.6 63.1 88.6 . 144.9 210.7 190.9 156.5
OFFICE EXPENSES . 53.1 . 58.0 52.1 73.1 . 103.3 126.8 273.4 123.7
OTHER CHARGES . 1,532.6 1,104.7 2,190.0 2,153.0 . 2.840.9 3,426.4 6,072.3 6,671.0

SUPPLY VOTES (REGIONS) 845.0 1,163.0 1,112.0 1,230.0 1,615.0 1,749.0 2,059.0 2,425.0 2,500.0 3,189.0

PERSONAL EMOLUMENTS . 925.5 885.0 975.2 1,007.7 1,053.6 1,164.3 1,318.4 1,935.9 2,032.9
TRAVELLING . 20.1 19.3 19.6 27.6 36.7 41.6 74.4 73.4 tO1.1
OFFICE EXPENSES . 15.7 15.1 16.8 21.0 28.8 29.5 61.5 50.0 68.1
OTHER CHARGES * 201.7 192.6 218.4 558.7 627.5 823.9 1,090.7 999.2 986.9

TOTAL RECURRENT EY'ENDITURE 2,786.0 3,962.0 3,715.0 5,108.0 5.769.0 8,915.0 9,704.0 9,400.0 11,336.0 14,019.0
=z=====u =n.m.m. su==m==wu .. u...a w==vw:.w ==:-.- .fl.3 a....=s fsf= au.*

SOURCE: MINISTRY OF FINANCE, BANK OF TANZANIA, MINISTRY OF PLANNING AND
ECONOMIC DEVELOPMENT, THE ECONOMIC SURVEYS.

TABLE TAN/5S/2
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TABLE 5.3
FUNCTIONAL CLASSIFICATION OF GOVERNMENT EXPENDITURE 1/

(T.SH. MILLION)

ITEM FY74 FY75 FY76 FY77 FY78 FY79 FY90 FY81 FY82 FY83

PUBLIC SERVICE 747.4 994.0 945.0 1.384.6 1,339.8 1,882.5 2,479.8 2,410.4 3.168.9 3,198.2

DEFENCE 494.2 729.5 726.1 976.6 1,349.2 3,181.0 1,295.8 1,612.3 2,308.4 1,555.1

EDUCATION 543.8 756.6 842.0 1,080.4 1,282.4 1,518.8 1,883.3 1,737.7 2,440.4 2,524.0

HEALTH 293.7 425.6 424.7 560.7 646.4 698.5 841.4 791.7 981.0 1,019.8

SOCIAL SECURITY 8 WELFARE 20.1 20.6 21.8 19.3 21.3 34.5 60.7 44.4 50.7 54.0

HOUSING & COMMUNITY AMENITIES 87.6 100.6 109.9 92.5 79.6 115.0 171.6 183.3 187.3 209.6

COMMUNITY 0 SOCIAL SERVICES 76.3 129.6 145.0 181.8 182.6 219.9 323.0 312.7 332.0 374.2

ECONOMIC SERVICES 1,860.2 2,630.0 2,203.3 3,025.1 3,251.3 4,183.9 6,068.1 5,319.5 6,101.6 5,341.8

ADMINISTRATION 416.8 517.4 346.4 552.3 701.1 927.1 841.9 812.5 501.1 545.1

AGRICULTURE 523.6 945.0 845.0 922.1 823.3 911.1 1,540.8 1,262.1 1,399.4 1,469.0

MINING & MANUFACTURING 73.7 253.0 113.6 587.4 778.1 830.6 1,639.6 1,331.6 1,572.1 1,229.7

WATER SUPPLY & ELECTRICITY 480.1 602.9 515.7 430.8 435.9 567.0 746.1 535.4 1,027.4 880.3 X

ROADS 0 BRIDGES 200.1 217.3 287.6 471.2 425.8 475.6 742.7 804.4 936.3 739.7 1

OTHER TRANSPOhT 139.9 76.5 92.4 45.1 57.5 462.2 545.7 568.8 661.4 473.4

OTHER ECONOMIC SERVICES 26.1 17.9 3.2 10.1 25.7 6.9 11.2 4.5 3.9 4.6

MISCELLANEOUS 303.9 399.2 549.7 625.5 787.1 1,201.6 1,395.7 1,801.5 3,427.2 4,688.9

PUBLIC DEBT 244.3 288.8 434.3 465.8 669.7 1,100.2 1,267.5 1,682.5 3,300.1 4.537.2

CAPITAL SUBSCRIPTIONS 22.2 67.7 57.3 82.3 57.4 47.1 60.5 57.4 38.7 57.3

PENSIONS 0 GRATUITIES 37.4 42.7 58.1 77.4 60.0 54.3 67.3 61.6 88.4 94.4

TOTAL 4,427.2 6.185.7 5,968.2 7,946.8 8,894.1 13,035.9 14,413.0 14,213.5 18,997.5 18,965.6
..... us ============ ....... = t===- Z=s .... no === wommm2w =======r n...==..

1/ INCLUDES CURRENT AND DEVELOPMENT EXPENDITURE.
SOURCE: BUREAU OF STATISTICS. ECONOMIC SURVEYS.

TABLE TAN/5S/3
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TABLE 5.4
DEVELOPMENT BUDGET FINANCING

(T.SH. MILLION)

ITEM FY74 FY75 FY76 FY77 FY78 FY79 FY80 FY81 FY82 FY83

DOMESTIC CURRENCY RESOURCES 449.4 944.0 788.7 1,087.0 934.8 1,521.3 4,551.1 4,356.0 1,006.0 4.305.0

GOVERNMENT STOCKS, 343.4 929.0 466.3 184.0 536.3 3,510.3 3.475.0 3.683.0 2,543.0 3,219.0
OF WHICH:
BANK BORROWING . . . . . 3.056.3 2,804.0 2,916.0 1.760.0 2,404.0
NON-BANK BORROWING . . . . I. 454.0 671.0 167.0 783.0 815.0
OTHER 929.0 929.0 466.3 184.0 536.3 .

CONTRIBUTION FROM RECURRENT
SURPLUS 100.0 15.0 200.0 776.0 235.0 -2.322.0 338.0 -373.0 -1.803.0 -2.321.0

DEVELOPMENT REVENUE CORRES-
PONDING TO EXTERNAL
ASSISTANCE . . 110.7 . 160.1 164.9 735.2 875.0 221.0 i,043.0

OTHERS 6.0 * 11-7 127.0 3.4 168.1 2.9 17t.0 45.0 43.0

EXTERNAL RESOURCES 681.3 1.038.7 1.032.6 1,402.1 1,368.8 2,275.4 2,162.4 1.846.0 1.794.0 1,858.0

WOnLD BANK (IBRD/IDA) 86.2 320.9 180.4 344.1 280.5 494.0 300.9 302.0 282.0 263.0 1OTHER MULTILATERAL LOANS
AND GRANTS 0.4 4.6 19.8 26.6 189.0 340.4 327.6 366.0 263.0 339.0 U

BILATERAL LOANS AND GRANTS 594.7 576.9 832.2 961.3 898.8 1,440.8 1.t43.5 1,178.0 1,249.0 1,256.0

OTHERS . 136.3 0.2 70.1 0.5 0.2 390.4

TOTAL DEVELOPMENT REVENUE 1,130.7 1,982.7 1,821.3 2.489.1 2,303.6 3,796.7 6,713.5 6,202.0 2,800.0 6.163.0

SOURCE: MINISTRY OF FINANCE,BUDGET DOCUMENTS (VOTE 50):

TABLE TAN/5S/4
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Table 5.5: SELEC'm) FISCAL IN)ICAIIRS
(as percentage of CDP at mrket price)

FY71 FY78 FY79 FY80 FY81 FY82 FY83

Recurreot revene- 17.8 19.3 19.8 20.3 20.3 21.6 21.6

Recurrent expenditure 16.3 18.3 25.6 25.4 22.1 24.5 28.6

Current deficit 1.5 1.0 -5.8 -5.1 -1.8 -2.9 -7.0
surplus (+)/deficit H-)

Ouerafl deficit inrlxding 7.7 6.0 13.8 12.4 10.3 11.3 13.7

gracits

Oiverall deficit 7.8 9.8 19.5 17.9 13.1 14.2 16.0

Dmstic bank borrowang 2.9 2.1 8.8 7.3 6.8 7.3 8.6
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Table 5.6: CENTRAL GOVERNMENT OPERATIONS
(average annual growth rates (Z)

FY71-FY78 FY78-FY79 FY79-FY83

Recurrent Revenue 20.0 13.2 11.4

Recurrernt Expenditure 20.7 54.5 12.0

Development Expetxdtture 21.1 40.4 -1.9

Foreigtl LoatL Fi:axicilLg 14.2 69.7 9.9

Domestlc Bank Firkaneiilg 12.9 368.7 8.3

Source: Ministry of F.inance
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Table 5.7: SHARE OF DEFENSE IN TOTAL EXPENDITURE
(T.Shs. million)

FY77 FY78 FY79 FY80 FY81

Recurrent expenditure 5,108 5,769 8,915 9,704 9,400

Of which:

Defense 523 617 2,377 780 1,437

Share (X) 10.2 10.7 26.6 8.0 15.3

Development Expenditure 2,731 3,388 4,758 4,889 4,807

Of which:

Defense 386 719 816 329 513

Share (Z) 14.1 21.2 17.1 6.7 10.7

TOTAL Defense as X of 11.6 14.6 23.3 9.0 13.7
total expenditure
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Table 5.8: BTUJIIED AND ACTLIAL EXPENDITURE
(Th million)

FY79 FY8M FY81 FY82
&udgetl/ Actual Budget Actual Budget Actual 8udget Estimate

Dbvelopment expenditures 5,548 4,758 7,186 4,889 7,040 5,069 6,622 5,600
total

Ministries 4,979 4,276 6,486 4,303 6,302 4,426 5,883 4,88D
Regims 508 481 700 586 738 643 738 720

Recurreit expenditures

Total 6,825 8,935 7,645 7,419 9,200 9,879 10,141 13,615
CFS 736 1,327 997 1,136 1,333 1,331 1,572 10,590
Ministries 4,323 5,839 4,786 4,224 5,889 6,101
Regios 1,906 1,749 2,005 2,059 2,276 2,659 2,609 3,025
less appropriatimn in aid -140 -143 -141 -142

l/ As of June of that year's budget.

Sorc: 1 udget doamrnlts, Ministry of Finare.
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Table 5.9: TRENDS IN DEVELOPMENT EXPENDITURES
(Least square growth rates - % per annum)

1971-78 1979-83

Total Development Expenditures

In nominal terms 23.6 -0.9

In real terms'/ 7.4 -16.5

I/ Deflated by the average of NCPI and international
inflation index.
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Table 5.10: DISTRIBUTION CF DEVEMflRW EXPIENDTURE BY MINISTRIES
(in perceatage)

Amual Growth
Rates

Ministry FY71-74 FY76 FY77 FY78 FY79 FY80 1971-76 1976-80

Defeuce 11 18 16 25 19 8 26 01/

Industries 4 4 16 19 17 22 -1 62

Water aid Power 13 18 12 11 12 15 27 15

Cnomxications and 1ransport 28 4 6 7 10 10 -16 37

Agriculture 8 21 14 14 10 15 24 -10

Finaice/Planftm g 5 9 8 9 9 6 30 9

Education 3 5 7 5 5 4 12 13

ptal Developimet - - 3 3 4 5 - 6

Others 28 22 17 8 14 16 0 -

TOM 100 100 100 100 100 100 100 100

I/ Defeise expendit.ures doubLed in FY78 and 79.

Sourx Reports of the Controller and A3ditor General.
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Table 5.11: Actual Tax Rate/Normative l'ax Rate'/

1980 1981 1982

Kenya 1.27 1.27 1.27

Tanzania 1.44 1.52 1.62

Uganda 0.44 0.44 0.44

1/ The normative tax rate is the average
tax rate observed in Sub-Saharan Africa
for countries with Tanzania's characteristics.
It is calculated using the following equation
derived from data on Sub-Saharan Africa.

T/Y - 11.1904 - .0024 (YP - XP) + .2533 NY + .4849 XY

where:

T/Y - Normative tax rate
NY = Share of mining in GDP
YP - GDP
XP - Exports
XY - Export/GDP

Source: Taxation in Sub-Saharan Africa, IMF, 1980
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Table 5.12: STRUCIRE OF INOME TAXES
mlS. mllsc)

Per?k~
Shrs :hAr

FY78 FY79 FY80 FY81 FY82 FY82 FY78-FY82

Wages md salaries 593 644 706 736 845 26.0 a8

TaM ca irdividuals 101 141 147 261 323 10.0 34.2

Corporate tax 804 1,051 1,386 1,501 1,969 60.7 24.0

Others 166 61 188 232 108 3.3 4.9

Total 1,664 1,897 2,427 2,730 3,245 100.0 18.5

Sotwce: Ministry of linaice
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Table 5.13: DISTRIBUTION OF EXTERAL RESOURCES
ALLOCATED TO MAJOR MINISTRIES, FY76-FY82

(percentage)

FY76 FY77 FY78 FY79 FY80 FY81 FY82

Industry 9.1 12.1 18.7 21.7 23.4 23.6 21.4

Water and Power 25.0 12.1 20.9 17.4 13.6 15.4 12.3

Agriculture/Livestock 40.0 17.1 13.9 9.7 12.3 11.8 10.1

Communications/Transport 0.3 2.6 7.8 21.4 11.1 11.8 10.0

Works 7.7 12.9 5.5 5.1 12.9 12.9 15.1

Finauce/Planning 0.7 20.1 16.8 11.0 8.2 7.3 9.4

Education 8.1 8.3 6.7 4.6 5.2 4.6 6.7

Natural Resources 3.0 6.1 3.9 2.7 3.6 5.5 5.2

Lands/Housing/Urban Dev. 2.9 2.4 1.9 1.3 1.7 1.5 1.0

Other 3.2 2.1 4.0 5.2 7.9 4.9 8.6

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Vol. 1, Budget documents, Ministry of Finance



- 149 -

Table 6.1: MCIEThRY S9REY' 1/

1975 1976 1977 1978 1979 1960 1981 1982

Chowray in circLation 1,421 1,760 1,789 2,059 2,677 3,903 4,873 6,335

Demxd dpmlts 2,216 2,913 2,997 3,224 3,984 4,569 5,313 6,696

M (upply MI) 3,637 4,673 4.786 5.283 6.661 8.472 10,186 13.031

ThIn deposits 640 845 1,168 1,425 2,011 2,849 3,047 3,914

Sadv1gs dposits 417 509 644 749 918 785 1,385 1,771

Tocal Uy sumqy 4.694 6.027 6.598 7,457 9,590 12,106 14,618 18.716

Not forezln asmts -122 -141 1,088 694. 1,735 -1,892 -2,834 -2,932

Net lAizm on vMerzMt 1,856 3,016 2,845 3,309 6,222 9,025 11,943 15,333

Lendnig to othar secors 2,919 3,322 3.325 4,083 5,619 5,998 6,659 7,414

tlher item (net) 41 -170 -660 -629 -516 -1,025 -1,150 -1,099

1/ Stodk fgurm at the etd of June.

Source: Bak of Taarnla, Ebonomlc ard Operatlons Report, DF.
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Mable 6.2: COMMITION OF CREDIT EXPANSION BY BORROWER
(iSi nillica and percent)

1977/78 1978/79 1979/80 1980/81
TSh Percent TS prcent TSh Fercent TSh Percen

Central Goverrmgmt 464.1 38.0 2,912.3 65.5 2,802.7 88.1 2,9183 81.5

Export marketing boards ) ) 331.2 7.4 -97.1 -3.0 489.2 13.7
} )

Natianl Mi1J.ng Corporaticx) 541.5 ) 44.3 754.5 17.0 589.7 18.5 -97.3 -2.7
))

Otber public e4terpries } ) 224.9 5.1 -186.9 -5.9 432.8 12.1

other public sectorl/ -4.2 -0.3 18.2 0.4 -23.6 -0.7 1.2 -

Private sector 221.0 18.0 206.8 4.6 97.2 3.0 -164.7 -4.6

Total borrowig 1,222.4 100.0 4,447.9 100.0 3,182.0 100.0 3,579.5 100.0

1/ Includes Mstrict [-elopnt CDrpOratixs, Ujma Vllages, and specified finacial itaitutims.

Sozrce: National Bamk of anroe
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Table 6.3: CIMPSMIN (F CREDIT EXPANSION BY ECONCMIC SI=T]R
CMSi nillIio and pernent)

1977/78 1978/79 1979/80 1980/81
TSh Percent TSh Perceat TSh Percent TSh Percent

Public administraticx 464.1 38.0 2,912.3 65.5 2,802.7 88.1 2,918.3 81.5

Agriculture 130.9 10.7 1,584.8 35.7 -213.1 -6.7 1,970.9 55.1

Productiion (34.8) (2.8) (51.3) (1.2) (255.6) (8.0) (-5.5) (-0.2)
Marketing (95.5) (7.8) (1,588.4) (35.7) (-270.7) (-8.5) (1,917.4) (53.6)
Export (0.6) (-) (-54.9) (-1.2) (-198.0) (-6.2) (59.0) (1.6)

mzfrwg and ninnfacturing 560.6 45.9 -365.2 -8.2 795.4 25.0 -1,471.3 -41.1
ziiding and ccstructim 25.3 2.1 46.4 1.0 0.1 - -6.2 -0.2
mazsportatiof -3.3 -0.3 18.4 0.4 88.1 2.8 60.9 1.7

T-irism 0.-' 0.1 -2.4 -0.1 4.2 0.1 -5.0 -0. 1
Caimrce 22.1 1.8 219.9 4.9 -279.8 -88 -3.7 -0.1
Other 21.9 1.7 33.4 0.8 -15.6 -0.5 115.6 3.2

Total 1,222.3 100.0 4,447.6 100.0 3,182.0 100.0 3,579.5 100.0

Same: Natica1 BRnk of Gommerce
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Table 6. 4: COOMOITY PRICES AND PRICE PROJEcTIONs IN 1931 CONSTANT DOLLARS /A

----- ACTUAL- N--SRORT RUN--- -LONG RUN-- -AVERAGE-
cOMMODITY UNIT 1975 1976 1977 17ga 1979 1930 1981 1982 1983 1984 1985 1990 1995 1960-70

ENERGY

PETRoLEUM n/B3L 16.3 17.2 17.4 14.8 19.2 29.0 34.3 33.9 30.6 29.1 28.4 31.3 33.3 4.5
COAL SIMT - - 45 46 37 41 55 55 49 43 47 53 56 -

FOOD

COFFEEC/ V/KG 216 463 701 413 394 328 2R2 315 306 306 295 265 315 105
COCOA 6/KG 187 3nl 514 392 340 268 208 177 223 251 217 l5 173 193
TEA t/KG 207 226 365 252 222 213 202 197 242 255 217 184 174 41R

SUGAR $/MK 672 375 263 198 220 602 374 189 197 255 303 372 372 252
BMEF 4/Kc 199 233 204 246 297 263 243 244 258 276 284 250 260 303

BAHMAS $/MT 370 378 373 330 336 361 401 392 453 418 392 326 297 517
ORANGES S/MT 341 318 345 344 412 373 405 393 395 408 406 367 361 422

RIce $/MT 544 374 369 423 342 413 483 299 :94 291 281 425 418 525
WHEAT S/MT 271 219 157 155 178 182 19b 170 179 170 156 190 190 222
MAIZE s/MT 179 165 IZ9 116 119 119 131 112 143 135 121 142 142 175
GRAIN SORCHUM S/MT 168 155 320 108 112 123 126 111 136 129 116 137 137 156

FATS & OILS

PALM OIL $/MT 650 598 719 691 674 556 571 654 529 597 529 582 580 753
COCONUT OIL S/NT 589 615 784 7B6 1,015 641 570 474 769 918 775 696 687 1,077
GROUNDNUT OIL S/MT 1.283 1.090 1,156 1,242 916 322 1,043 597 749 816 690 830 320 1I032
SOYBEAN OIL 5/MT 927 644 782 698 683 569 507 457 554 592 539 648 646 797

SOYBEANS S/MT 329 340 380 309 307 282 2U8 250 297 306 274 340 337 365
COPRA S/MT 384 404 546 541 694 432 379 321 523 571 482 506 495 662
PALM KERNELS s/MT 310 338 442 619 516 329 317 276 382 418 354 369 359 520

GROUNDNUT MEAL /C S/Mr 210 259 296 236 218 230 239 193 211 214 194 225 215 386
SOYBEAN MEAL S/MT 232 291 312 245 251 250 253 223 251 255 232 290 280 318

NON-FOOD

COON t/Kc 183 255 219 184 175 196 187 164 197 199 189 206 210 217
JUTE S/MT 555 435 635 459 399 293 279 290 315 367 303 269 300 856
RUBBER inKc 99 128 124 127 147 155 125 103 131 136 134 145 1I6 191
TOBACCO S/MT 2,271 2,075 2,266 1,945 2.196 2,191 2,350 2,459 2,666 2.582 2,391 2.158 2,161 2,761

TIMBER

LOGS CLAUAN) s/CM 89 117 122 105 165 184 145 148 148 168 170 165 190 109
LOGS (SAPELLI) S/CM 190 209 216 220 218 240 213 1S0 169 199 217 240 270 134
SAMNWOOD s/CM 249 247 209 236 350 348 314 308 321 332 350 340 375 268

MeALS & MINERALS

COPPER S/MT 1,852 2,060 1,773 1.573 2.046 2,073 1,742 1,510 1,676 1.709 1,730 2,203 2,756 3,504
TIN I/KG 1,028 1,115 1,460 1.485 1,594 1,598 1,416 1,309 1,369 1,337 1,399 1,507 1,600 1,030
NICEEL /D S/MT 6,841 7,309 7.056 5,305 6.175 7,171 7,560 7,199 7,432 7,421 7,083 7,500 8,600 6,433
NICKEL /c 5/MT 6,220 6,725 6,213 4,895 5,817 6,460 6,736 5,237 5,060 5,622 5.833 - - -

ALUMINUM /F SlMT 1,313 1,438 1,536 1,346 1.351 1,458 1,676 1,710 1,305 1,795 1,312 1,724 1,2Z1 1,855
ALUMINUM IC S/MT 1,033 1,268 1,345 1,203 1,567 1,648 1,338 1,214 1.572 1,709 1.812 - - -
LEAM S//T 624 654 337 761 1,245 86] 727 557 448 540 533 790 850 793
ZINC s/NT 1.112 1,047 802 682 765 725 846 760 805 911 906 925 991 876

IRoN ORE s$/T 33.8 32.2 29.3 22.3 24.0 25.4 24.3 26.4 25.0 22.2 21.6 28.5 29.0 50.9
BAUXITE SI/T 37.9 40.0 41.8 39.5 37.7 39.2 40.0 36.7 36.5 38.7 40.7 36.8 37.4 31.7
MANCANESE ORE t/MIU 206 213 201 164 142 149 168 167 160 151 147 155 160 245

FERTILIZERS

POSPH1ATEROCI S/MT 100 53 41 33 34 45 50 43 39 44 45 50 50 41
URFA S/MT 296 165 173 i67 173 212 216 161 142 151 165 265 275 228
TSP S/MT 303 134 133 113 147 172 161 141 143 158 165 195 195 49
DAP $/MT 364 177 181 161 199 212 195 184 194 214 222 320 324 415
POTASSIM C8LOR I S/MT 122 81 69 65 79 110 112 83 78 86 90 110 110 95

/A COMPUTD PROM UNROUNDED DATA. /B NEW SERIES. /C NEw SEItES TO REPLACE CROUNDNUTS. /D CANAIAN PRODUCER PRICE.

/E MCRCQWT MARKZT PRICE (DEALER PRICE AS PUBLISNIED BT METALS WEEK). /F US PRODUCERS' LIST PRICE.

/C TRNISACTIONS PRICE: US SHIPMENT TO EUROPE (REPRESZNTATIVE OF FREE MAET PRICES).

/x POTASSIUm CNLORID%. ALSO KNOwN AS MURIATE OF POTASH.

SOURCE: IRLD BANK, ECONOMC ANALYSIS & PROJECTIONS DEPARTMENT
COOmT SIDJIS & PROJECTIONS DIVISION

JANUA! 19"
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Table 6.5: WF.IGNTEI INDEX OF COMMODITY PRICES /A
(CONSTANT DOLLARS)

(1977-1Q79-100)

ANNUAL AVFRAGES

33 COMMOUTTIES --------------------------- AGRICULTURE------------------------------ TIMBER METALS
(EXCLUDING TOTAL -------------------- FOOD------- NON-FOOD 6

(WETGHTS- PETROLEUM ENERGY) TOTAL BEVERAGES CgREALS FATS & OILS OTHER NINERALS
2 SHARE) (100.0) (70.6) (56.5) (28.1) (R.O) (9.2) (11.2) (16.1) (5.1) (24.3)

…---- - --- - - --------------- --------------------- -------------- …

194R 50 III 117 110 62 175 176 132 143 58 107
1949 43 112 114 110 72 131 137 133 131 64 115

1950 44 146 158 141 106 196 166 171 226 77 134
1951 37 149 156 135 99 179 166 162 248 95 141
1952 36 136 132 117 92 174 135 126 192 70 160
1953 40 131 128 122 98 183 143 119 155 67 152
1954 43 142 144 141 142 173 136 121 156 93 148

1955 42 138 132 119 110 150 123 116 187 73 169
1956 41 139 112 121 113 148 123 132 166 69 174
1957 40 128 126 119 g9 135 IlR 157 154 63 149
1958 36 Iltl 107 101 R% 129 105 116 135 57 131
1959 33 It5 112 100 79 13n 120 115 161 71 133

1960 30 113 109 45 75 121 111 116 164 76. 113
1961 30 1OR 103 93 71 129 115 I17 140 79 130
1962 29 10R 102 93 68 144 Ing 104 14A R7 128
1963 2R 116 116 112 67 143 121 197 130 R4 125
1964 26 1IR 111 106 75 13Q 116 155 129 71 150

1965 26 117 101 95 72 136 128 96 126 81 172
1966 24 114 96 90 66 145 IIR 88 121 81 175
1967 24 107 95 91 63 151 110 101 114 85 144
1968 25 114 101 96 67 157 113 109 124 93 157
1969 25 122 tO7 101 69 154 111 134 133 89 171

1970 23 115 102 99 72 127 IIR 130 114 85 161
1971 28 100 91 88 58 113 110 126 106 80 128
1972 31 97 92 Q9 58 109 97 153 99 72 116
1973 36 124 120 117 62 188 165 160 132 106 141
1974 111 139 136 141 57 217 153 288 117 101 153

1975 95 99 96 98 46 149 89 193 90 67 116
1976 100 105 104 103 90 119 94 131 111 88 l11
1977 101 114 118 121 139 101 107 102 104 92 105
1978 86 92 93 92 88 103 96 93 95 79 91
1979 112 97 93 91 81 97 98 1n5 101 125 104

1980 16Q 106 100 98 67 107 R3 184 107 130 109
1981 200 93 59 R7 58 120 A5 137 98 109 103
1982 197 83 76 73 61 R9 60 96 RN 112 96
1983 177 R9 85 80 64 99 85 102 105 111 90
1984 169 93 88 83 66 9S gn 115 106 127 99

1985 165 91 85 Rl 61 98 81 124 102 129 100
1990 182 97 88 R4 52 116 93 132 106 125 115
1995 223 103 92 87 60 115 91 131 112 144 129

IA COMPUTED FROM UNROUNDED DATA.

13 WEIGHTED BY 1977-1979 DEVELOPINC COUNTRIES EXPORT VALUES.

iOTE: THE COMMODITIES INCLUDED IN EACH GROUP ARE: BEVERAGES--COFFEE. COCOA, TEA: CEREALS-MAIZE RICE, WHEAT, GRAIN SORGHUM; FATS
AND OILS--PALM OIL, COCONUT OIL. GROUNDNUT OIL, SOYBEANS. COPRA, GROUNDNUT MEAL, SOYBEAN MEAL: OTRER FOODS-SUGAR, BEEF.
BANANAS. ORANGES; 'ON-FOODS--COTTON, JUTE. RUBBER. TOBACCO: TIMBER-LOGS: METALS AND MINERALS-COPPER. TIfN NICKEL, BAUXITE,
ALUMINUM. IRON ORE, MANCANrSE ORE, LEAD. ZINC. PHOSPHATE ROCK.

SOURCE: WORLD BANK, ECONOMIC ANALYSIS & PROJECTIONS DEPARTMENT,
COMMODITY STUDIES & PROJECTIONS DIVISION.

TANUIARY 1984
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Table 6.6: (MIX,ERCAL BANK I ND ) TM IHE EVAI AND 1URASTYIAL SWXTRNS

1975 1976 1977 1978 19 1980 1981 1982

Agricultural productiona 135.7 167.9 150.7 185.5 236.8 492.4 486.9 230.

Mlinrg ard miawfacturirg 787.0 1,064.0 1,110.1 1,670.7 1,380.0 2,104.4 629.6 678.

Building ard construction 35.2 28.1 29.0 54.3 131.7 145.1 130.6 151.

Transportation 39.8 37.5 33.4 30.1 63.7 146.5 227.0 204.

Tourslm 14.2 .. .. 40.6 38.2 42.4 37.4 5.

Harketixg 846.4 843.5 805.2 900.7 2,504.1 2,328.4 4,233.1 4,994.

Export 272.3 357.0 607.0 617.3 358.5 160.5 219.5 549.

Trade 682.3 '84.6 609.7 631.8 976.1 675.0 730.1 1,010.

Otber 189.3 202.7 248.7 310.0 631.8 425.4 973.9 -

Total 3,002.2 3,385.2 3,593.8 4,400.4 6,249.0 6,520.0 7,667.0 8,356.

Source: Badk of Tanzanra, Fconoric and Operations Reports
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TABLE 7.1
MARKETED PRODUCTION OF MAJOR CROPS I/

IIN '000 TONS)

ITEM 1970 1975 1978 1979 1980 1981 1982 1983

EXPORT CROPS

COFFEE OCT.-SEPT. 49.7 62.4 51.5 49.3 47.9 66.8 63.0 53.8
TEA JAN.-DEC. 8.5 13.9 16.0 17.5 17.3 16.3 17.4 17.6
COTTON (LINT) JULY-JUNE 69.4 71.2 50.4 56.1 60.5 58.5 44.3 43.0
SISAL JAN.-DEC. 202.2 120.5 91.9 81.4 86.0 86.0 80.0 61.2
CASHEW NUTS OCT.-DEC. 113.5 118.9 68.4 57.1 43.4 57.0 40.0 33.2
TOBACCO i MAR.-FEB. 11.6 18.3 18.4 17.1 17.3 16.2 13.2 13.5
PYRETHUM
(FLOWERS) JULY-UUNE 2.3 4.7 2.5 1.6 1.5 2.0 2.0

SUGAR dAN.-DEC. 87.3 103.2 133.5 113.6 122.7 121.7 110.0 100.0

FOOD CROPS 2/

MAIZE JULY-JUNE 54.0 23.9 213.1 220.4 161.5 103.8 89.4 86.0
PADDY JULY-JUNE 45.6 22.7 24.6 26.9 29.7 30.0
RICE JULY-JUNE . . 19.1 16.5 10.9 19.5 15.1 21.0 1
WHEAT JULY-JUNE . 14.4 35.0 28.8 26.6 26.9 23.1 31.0
SORGHUM JULY-JUNE . 1.9 33.6 58.6 20.7 19.3 10.8 .L
BULLRUSH MILLET JULY-JUNE . 2.5 14.4 16.5 1.3 0.3 . . L
FINGER MILLET JULY-JUNE . . 22.3 23.4 15.5 1.2 . .

CASSAVA JULY-JUNE . 17.3 36.9 63.8 44.2 7.5 9.1
BEANS JULY-JUNE . . 30.3 27.9 34.3 16.0

1/ FIGURES RELATE TO CROP YEARS. CALENDAR YEAR DATA FOR 1983.
2/ PURCHASES BY NAPB THROUGH 1972/73, AND BY NMC SUBSEQUENTLY.
SOURCE: THE,ECONOMIC SURVEYS AND MARKETING DEVELOPMENT BUREAU.

TABLE TAN/7S,'I
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TABLE 7.2
PRODUCER PRICES FOR MAJOR CROPS

(IN CENTS PER KG.)

ITEM 1970 1975 1978 1979 1980 1981 1982 1983

EXPORT CROPS
______ .....

ARABICA COFFEE . 385 1.089 907 1.142 1,236 1.490 1.509
ROBUSTA COFFEE . . 490 375 375 350
COTTON - AR 110 ISO 230 240 300 320 370 470

- BR 55 65 115 120 130 150 170 250
CASHEW NUTS-- SG 95 95 110 115 170 300 500 500

- UG 75 95 100 140 140 200 350
TOBACCO - FLUE 513 585 740 740 880 1,020. 1.260 1,800

- FIRE 175 255 520 520 625 625 770 1.150
- BURLEY . 55 480 480 650 650 650 1.000

TEA (GREEN LEAF) . 55 110 110 110 150 150 200
PYRETHRUM - GR. 1) . . 650 650 750 1,100 1.320 1.320

- GR. 2) . 550 600 700 950 1.200 1.200
- GR. 3) 300 421 421 500 650 850 1.100 1.100
- GR. 4) . 421 400 460 600 750 1,000 1.000
- GR. 5) . . . 550 650 900 900

CARDAMON - I * 2,400 5.000 5,500 5.500 6.000 8.000
- 11 . 2,100 3.500 5.000 5.000 5.000 5.000 .

111II . 1.800 2.500 4.500 4.500 4,500 4.500 4.500

FOOD CROPS

MAIZE 28 50 85 85 100 100 150 175
PADDY 52 65 120 120 150 175 230 300
WHEAT 57 77 125 125 135 165 220 250
CASSAVA - MAKOPA . 36 60 65 65 65 70 90

- UDANGA . 34 50 50 50 40 50 70
FINGER MILLET . 55 200 200 200 150 150 150
SORGHUM/BULLRUSH MILLET . 55 100 100 100 100 100 160
GROUNDNUTS 89 150 400 400 400 420 480 580
CASTORSEED 61 70 150 170 170 180 170 170
SUNFLOWER - BLACK . . . . . . 200 210

- JUPITER 47 75 150 150 150 160 180 260
- OTHER 29 70 125 130 140 150 170 250

SESAME 110 200 300 330 350 400 450 510
COPRA . . 250 230 230 250 300 420

SOURCE: MARKETING DEVELOPMENT BUREAU.

TABLE TAN/7S/2
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Tahle 8.t: WEMIJs.T.1, VALUF; ,O]IN .4) 1NN t LARXGSI
fIN MAUFFAIRIN.; :EVMIRPRLUSES1f

(1966 prices)

1966 L976 1977 1973 L979 1980 1981

Value Added (TSh ra) 295 794 861 829 1,062 7:% 566

Labor Cost (TSh m) 135 294 291 294 36&) 3)7 193

Enploynent (000's) 30.3 78.1 84.2 96.4 105.8 1_2.3 101.3

Value Added/Worker (000's) 9.7 10.2 10.2 8.6 10.0 7.6 5.b
(index) (100) (104) (105) (88) (103) (78) (57)

Labor Cost/Woreer (000's) 4.5 3.8 3.5 3.0 3.4 3.0 1.9
(Index) (100) (84) (78) (68) (76) (b7) (42)

1/ Establishrents witli 10 or iuDre eiployees.

Source: Economic Surveys, Burew of Statistics
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Table 8.2: PRODUCTION IN SELECTED INDUSTRIES
(1976-100)

1977 1978 1979 1980 1981 1982

Sugarl/ 100.0 96.2 126.0 122.8 149.7 106.4

Wheat flour 111.4 121.0 74.7 43.5 35.9 37.5

Beer 111.6 122.6 113.2 96.0 96.7 96.6

Chibuku 111.3 131.7 191.3 116.2 122.6 143.7

Cigarettes 108.1 116.2 113.5 127.0 105.4 127.0

Textiles 95.4 88.1 102.9 112.6 116.2 90.1

Leather 125.6 98.7 200.0 166.6 139.7 133.3

Shoes 195.0 197.5 157.5 132.5 60.0 72.5

Gunny bags 64.9 97.3 110.8 143.2 143.2 93.2

Fishnets 212.9 189.5 214.5 85.1 50.4 25.8

Plywood 151.0 124.4 99.8 108.4 88.3 95.5

Pyrethrum 71.7 52.2 37.7 34.1 28.3 26.1

Fertilizers 87.5 105.5 110.3 120.7 163.8 32.4

Paints 102.1 157.0 84.2 45.7 61.2 46.3

Petroleum products 83.2 71.7 75.2 78.8 64.5 67.7

Tyres and tubes 106.5 118.4 93.6 115.2 45.6 38.1

Cement 101.2 102.9 123.0 126.6 161.9 151.2

Rolled steel 113.4 156.4 171.0 175.4 156.9 115.3

Galvanized iron sheets 103.2 114.0 96.6 71.0 47.9 53.4

Hoes and ploughs 65.8 63.3 83.0 115.0 146.0 94.8

Radios 107.1 98.0 102.9 92.9 64.6 45.8

Dry cell batteries 111.7 122.5 123.3 136.8 135.2 126.3

1/ Based on 1977=100

Source: Bureau of Statistics. Economic Survey, Ministry of Industries
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Table 8.3: CARACFIY UJILLTYATIqN MS SflUM D qxDb-rkRI

Capadty
Capacity/Year Production Utilization %

Product ULLt It 1976 1982 1976 L982 1976 1982

Textiles Metres (mill) 90.0 210.0 75.0 74.5 83 41
Cement lbns (000) 34C.0 1,020.0 244.5 368.9 72 28
Beer Cases (mill) 6.3 9.1 5.3 5.1 84 56
Cigarettes Nunter (bill) 4.8 5.9 3.7 4.7 77 80
Paints Litres (mill) 5.0 10.3 3.2 1.4 63 13
Fertilizers Tons (000) 105.0. 134.0 41.6 13.7 40 i0
Shoes Pairs (mill) 6.0 14.0 4.0 2.9 67 21
Tyres ard tubes rnber (000) 438.0 538.0 375.0 286.0 86 53
aicycles Nuniber (000) - 150.0 - 3.7 - 2
Leatlcr Square feet (qill) 11.8 32.5 7.8 10.4 66 32
Hoes/plougw Toias (000) 2.0 3.0 1.7 1.6 84 53
Corrugated iron sheets iintber (000) 32.0 34.0 30.0 16.0 58 47
Blankets Ntu4her (miLl) 6.0 6.0 0.86 0.73 14 12
Garments Mjiber (mill) - 1.5 - 0.38 - 25
Dry ceU bMtteries NAuuler (mill) 96.0 96.0 54.3 73.1 57 76
Iron Tons (000) 30.0 30.0 12.2 12.8 41 43
310gs imntber (mill) 10.0 10.0 3.7 3.5 37 35
Sugar lTow (000) 115.0 195.0 - 103.3 - 53
Containers Nieiir (mill) 63.5 196.U 76.7 68.4 121 35
Chibuku 11tres (Mill) 21.7 21.7 11.6 16.6 53 76

souro_: ministry of Lxkuscries

_ j
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C; IANDAKI) IAP.I.F tI IAN7At'IA
JA T I .)NA L ACCOIDtJIS SIJMMARe Ij

II It~ m.il I iOn? Al CIIRPENI PRICFES)

ITEm 1q7c, 1975 19154 .1979 19P.0 1981 1982

GROpss OnMERTIC PpOnur.r (1.173 ¶9.011 13.240 3G.287 40.245 44.9n20 47.575

RESOURCE GAP (M-X) 187 2.365S 4*8b4 4.177 S. 270 '1.1R8 5.610

IMPORT .(GsNFS) 2.579 6.t36 9. S:1 9.1147 I1.3443 i0.5`15 i0.804
EXPORT I G &NFS5) 2.392 :3.771 4,710 5.671 A.07A 6.327 5.194

TOIAL EAPENOD1TURES 9 .36f) 21.376 38.09.1q 40.46'1 45.r.1r, 49.090 531*15

CUtISUMP)I ION 7*.29 ;v*in, :si. .'i 32.n17 37.029 39 .86G6 41.625

rGENFRAL GOVFRNMIFPIt 991 3.276 p.115i 7.741 7. 69l1 8.937 10. 21R

PRIVATE 2/ 6.31? 14.096 7s.t0q 24 .276i 2q.1.18 30.929 33.347

INVESTMENT 2.067 4.004 6.902 8.447 8.486 9.924 9.561

FIXED INVESTMENT I1.8B18 3.540 6.306 7.723 7.1481 8.570 8.914

CHANGE IN STOCKS 189 46. 5rj5 77A G(S 654 646

DOMESTIC SAVING 1.880 1.639 2.048 4.270 3.216 5.736 3.951 

NET FACTOR INCOME -25 -25 -is -71 -112 -177 -238

CURRENT rRANSFERS 40 -75 147 232 I gig 193 187
NATIONAL SAVING 1.895 1.54Q 2 .151 4.431 3. 763 5.757 3.900

AVERAGE EXCI4ANGE RAtES

SHILLINGS PER UJS 7.143 7.414 7 .689 R.250 8.195 8.289 9.334
SHILLINGS PER !.DR 7.1431 9.rG0 P. n0 ¶0.830 1l. 4 15 9.687 10.553

I/ FOR MAINLAND ONLY.

2/ INCLUDES 'STATISTICAL nISCREPANCY".

SOUIRCE: BUREAU OF STATISTICS

TABLE TAN/2S/7
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STANDARD 7ABLE 2' IAN?ANIA
NAFIONAI. ACRnlINT% SUMMARY

(MILlION DSS At CONSTANT 197R PRICFS)

ITEM 1970 1975 1978 1979 IRHO 1981 IQ82
.. .___. ......... .... . .... . . . .. .. .... .... ... .. ._ ... .... .... .. .... .. .... . ... ....... .. ... __. ..... ... _. .. . ... .. __

GROSS DOMESTIC PRODUCT 3.163.6 3.799.7 4.323.1 4.170.2 4,306.5 4.22f.9 3.632.0
TERMS OF TRADE EFFECT 74.3 -133.7 . -89.3 -134.7 -190.7 -IBI.2
GROSS OOMESTIC INCOME 3.237.9 3.6C6.0 4.323.1 4.080.9 4.111.8 4.036.2 3.450.7

RESOURCE GAP 1205 - 70G) 80.0 432.6 631.3 406.2 44G.1 351.8 345.5
. . . .. ... ..... ........ ......... ........ ._.. _..... .. _... _.._ ._

IMPORTS (G4NFS) 1.103.2 1.122.5 1.243.8 957.6 960.5 883.2 G65.3
CAPACITY T0 IMPORT 1.023.2 689.9 612.5 551.4 514.4 531.4 319.9
EXPORTS (GFurS) q49.0 82;1.6I 612.5 640.7 649.1 722.1 501.1

TOTAL EXPENDITURES 3.317.9 4.098.6 4.qr4.3 4.407.1 4.f17.9 4.388.0 3,796.2
rss-esserrev a sss:wrt-pl- %vaew*z -W.p-~n rw -w ss XTS*Tec

CONSUMPTION 2.G 6.3 3,35:.1 4.OCn.7 3,486.1 3.14 5.0Y 3.432.4 2.9as.3
.... ... .... .... ..... . _.. ... ..... .. ........ ..... _. _.. .. _........ _._

GENERAL GOVERNMENT 18.8 150.1 -229 7 16.755.4 -199.0 -609.5 -156.4
PRIVATE 125.3 197.1 928.5 373.1 444.0 472.5 871.4

INVE5TMENT 748.6 745.5 893.6 1.001.0 871.0 955.6 810.0
_..... .. ...... .. .. .. .... . ....... ... ..... ____.. .. .. _.... ....... ..... 

FIXED INVESTMENT f59.3 i656.9 R90.1 915.4 808.7 R92.4 755.2 _
CHANGES IN SIOCKS 5q.,, RR.7 73.5 R5.fi 62.4 63.2 54.8

DOMESTIC SAVINlG rifia.6 312.9 762.4 594.8 474.9 603.8 464.5
NET fACTOR INCOME 14 7 12.6 76.0 18.3 23.8 74.2 16.5
CURRENT IRANsrERS 37.3 99. 1 39.0 29.5 30.q 26.3 24.8
NATIONAL SAVING * 720.6 424.7 377.4 642.6 419.6 654.3 505.7

SHILLING DEFLAIORS (1978,100O
__..... _.................... .......

GROSS DOMESTIC PRODUCT 40.6 67.5 100.0 105.5 114.0 12R.2 140.3
IMPORTS (G.NFSI 32.7 73.7 10).0 124.6 144.1 143.6 174.0
EXPORTS (G+NFS) 35.3 61.8 I00.0 107.3 114.2 105.7 111.0
TOTAL EXPENDITURES 39.5 70.3 100.0 109.3 12(1 3 135.0 150.1
GOVERNMENT CujSUMPtIUN 729.3 294.4 -34G.3 5.6 -471.7 -176.9 -104.0
PRIVATE CONSUMPTiOI 705.1 964.4 351.7 788.6 8(9 3 883.1 410.0
FIXED INVESTMENT 38.1 72.7 100.0 107.3 IIR.9 115.9 126.5
CHANGES IN StOCKS 44.6 70.fi 100.0 1027. I18..1 124.A 126.4

EXCHANGE RATE INDEX
(US CENIS PER SIIILLI.if(s 107.6 103.7 100.0 93.2 93.8 92.9 82.4

SOURCE: BUREAU or STATISTICS.

TABLE TAN/25/10
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STANDARD TABLE 3: BALANCE OF PAYENTS
(MILLION USS AT CURRENT PRICES)

.... ....... ........ ...................................... ,.............. ..... ........... .... ........ ...... ......... ___.__..... ..._........ _. -

ITEM 1970 197? 1978 1979 1980 1981 1902

EXPORTS (G.NFS) 334.- 505.6 612.5 687.3 741.4 763.2 S56.4
MERCHANOISE (FOB) 259.2 376.3 479.6 547.3 S76.3 579.7 444.1
MON-FACTOR SERVICES 75.6 132.3 132.9 139.S 165.1 1t3.5 112.4

IMPORTS (GONFS) 275.6 712.7 1,044.S 1.006.0 1.120.0 1.061.5 1.061.7
MERCHANOISE (CIF) 318.3 770.2 1.144.2 1,099.8 1.252.2 1.175.0 1.109.6
NON-FACTOR SERVICES -42.7 -57.5 -99.; -93.8 -132.3 -93.5 -47.9

RtSOURCE BALANCE .26.2 -319.0 -631.3 -506.3 -643.1 -505.2 -601.1
..--- --- _._._ ----... .._._ --- ...- --- ._. .... . ... .... -- -------- __ ___

NET FACTOR INCOME -3.5 -3.4 -5.9 -8.6 -13.7 -21.4 -25.5
FACTOR RECEIPTS 10.7 9.0 19.1 11.5 13.9 10.9 2.7
FACTOR PAYMENTS -14.2 -12.4 -25.0 -20.1 -27.6 -32.2 -25.2

Ntt CURRENt TRANSFERS S.6 -10.1 19.2 28.1 19.4 23.3 20.0
TRANSFER RECEIPTS 31.3 35.3 50.3 53.6 44.9 46.4 38.2
TRANSFER PAYMENTS -25.7 -48.4 -31.2 -25.5 -25.S -23.2 -13.2

CURRENT SALANCE -24.1 -322.4 -617.9 -486.8 -637.3 -503.3 -606.S

WALT CAPITAL INFLOW

DIRECT INVESTMENT 1.5 -0.3 -7.5 0.4 4.3 0.6 0.7
OFFICIAL GRANT AID 7.3 112.5 146.2 147.2 109.3 204.4 9S.2
NET MaLT LOANS 73.2 171.0 136.5 167.2 131.7 212.5 120.1

DISOURSEMENTS 02.5 189.3 184.8 191.2 160.7 240.5 137.9
REPAYMENTS -20.1 -t8.1 -40.9 -24.4 -33.3 -27.6 -18.5

OTHER M&LT (NET) * 3s.7 16.2 24.0 122.9 90.7 199.3

"CT CtolT FROM IMF . 31.0 -28.9 27.5 19.0 -12.2 -10.6
OISSURSEMENTS . 31.0 7.2 44.6 50.9 16.6 2.0
*EPAYVENTS . . -36.2 -17.1 -32.0 -30.8 -12.5

NET SHORT-TERM CAPITAL . . . 7.4 65.4 100.6 03.6 If
CAPITAL FLOWS NEI -17.6 -S.1 -4.6 -9.2 -4.5 -86.4 -33.6
ERRORS AND O0ISSIONS k.9 -4.4 -0.2 -25.4 -46.4 -6.4 -43.5

CHANCE IN NgT RESERVES
4- * INCREASE) -29.9 -17.0 259.6 -53.0 -2.2 -9.3 10.7

INCRIASE IN ARREARS . . 62.5 97.2 149.4 -2.7 123.3
(-e KNCREASE)

MEMO ITEM:
EACHANGE RATE (TSH/USS) 7,143.0 7,414.0 7.689.0 6.250.0 8.19S.0 98259.0 9.334.0

SOURCE: (1) CUSTOMS AND EXCISE DEPARTNWENT & BNI Of TANZANIA.



UGNA -V ..-.. w -f - - ... i_ . f .

[UGANDA -J ~ ~ ~ ~ ~ 4 

WEST MFA K NYA.
RWANDA LAEL2~~~ ( . / ,s :> ) r -ji 

R WA 7 D A J 4t - ."..

I J~~~~~~~~~~~~~J

2 W _ , | YA~~~~~~~~~~~~~~A z . ) z.H Axt
c>O". S 1 J ) 'M ~~~~~~~/ > , 4.,

41

A I0t ) * rJ -. |a; A 2 W 

I' \ *} / * ) < ] vJ r-} oM A\:

N\- -._ , j.t

N / - V .s;W^t 

-A~~~~~~~~~~~~~~~~~~~
' \ 0 ' ,-f >- ; / )^''''*--''w^-*.'-,t,~~~~~~~~~~~~~~~L ~ ' 

\ A MB! \ ; .- /s>

.R~2 I~ -V I V| A W A

-_ A _____ii_'_ ____L_MOZA/BI ' UE

z t T \~~~~~~~~~~- ,' <- _ '. , ' BIQU

* - --- '1* - - _



I B R D 17582
J-N. .;- OCTOBER IP8

NyQSI \.~ r UGANDA ||

- -1 W~~~~~$1MALIA

/ KENYA

N mU\ I l K E N Y b N

T A N Z A N IA
N,

N,~~~~~~~~~

\4. A5- 
A - -{ ~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~ A IF ° Rtth E; Do .9 \S / -HA A1191 

~~f0 i Ut ~~~~~~~ mos ~I Z'AMSIA-
Mondl1,O-

Mohu~~~~~~~.urn *~~~~~~~~~i~~~-j *.j* N' ~~~~~~~~~~~~MALAWI....
| t W Lri u MOZAMBICUE

10.~~~~~~~~~~~~~~~~~4
-- A R 3 H A \ OF 2<s 

MOMBASA

G X 2 TANZANAN;

D j D °!MAOil{ z,,, .
/ ta,,_. antibskT A N Z A N I A

9 ' ?-<- -- :to> TRANSPORTATION NETWORK

< 1J\- . .nMAIN ROADS
SECONO't ROADS

__<y 3 g - M9ROGORtO * n QR ES SALAAM RA S
RAILWAVS

-90 H / 5 \ / k ijff J 8 ! A INTERIMATIONAL mRponirS

+ SC-- - LEDOSERVICE AiriORTS
- -DISTRICT BOWIDARIES

_ _ _ ;REGIW4L BOUNDARIES

-CA ; - - INTERNATIOrAL OINDODARIES

' r ;. _ 0 20 40 60 90 IOD 120 140 1S0

N G A< :; , - _ .- : ^ 
0 20 so 60 80 100

MItFS

: 1 <> t 8 fo-f!->1w^ ~~~~~~~~~~~~~~~~K-vinje

, , A -) -I ,-- X ( avE~~~~~~~~~~~~~~~~PuwAmee.~,.a

f r \ ,

L-al~ ~ ~~~~~~~~~~~~~-b . on.n.a ,

|+ ongeo Mosas Tr. UAA oR. I Wi

J V U M tZ nwasrs tNW t r-,%-tv r P
x¢nalJru \MCT W A R A _d.amloo

U4_d aSW D brwSb mt 
0' No MM E do Ae . 0' M.

_v~~~~~~~~~~~~~~~~~~~~t_~~~~~~~~~~~o el no SP rw* _ SW
MOZAMBIQUE I -"-*W

3S* v5' int*ho,M.Cm zor~~~~~~~~~~~~~~~~~~~~~~~~~0 omt o wtn ,M




