
POST-COLONIAL ECONOMIC DEVELOPMENT OF THE

UNITED REPUBLIC OF TANZANIA

APPROVED:

Major ProfessorJ

Minor Professor

Chairman of the Departent of Economics

Dea of the Graduate School



AlVt7

POST-COLONIAL ECONOMIC DEVELOPMENT OF THE

UNITED REPUBLIC OF TANZANIA

THESIS

Presented to the Graduate Council of the

North Texas State University in Partial

Fulfillment of the Requirements

For the Degree of

MASTER OF ARTS

By

Tadesse Ashagre, B.A., B.B.A.

Denton, Texas

May, .1980



Ashagre, Tadesse, Post-Colonial Economic Development

of the United Republic of Tanzania. Master of Arts

(Economics), May, 1980 , 133 pp., 31 tables, bibliography.

Tanzania achieved full self-government on May 1, 1961

and adopted its constitution on December 9, 1962. It is

a member of the British Commonwealth, the Organization of

African Unity and the United Nations.

Tanzania is a developing country predominantly dependent

upon agriculture. Tanzania's rate of economic development,

relative to other African countries, is mid-way between the

wealthiest and the poorest.

The economic development of Tanzania is analyzed in

detail between the years from 1961 to 1974. The dual policy

of development adopted by the Tanzanian government called

for unbalanced growth in both agriculture and industry.

To a certain extent that policy was- oven suc essful.
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CHAPTER I

INTRODUCTION

Emerging nations encounter, as their first priority,

economic problems which developed nations have long since

solved. The goals of these evolving countries are to achieve

manpower self-sufficiency, to raise real per capita income,

and to extend human life expectancy. A developmental plan

with these goals in mind was adopted in 1961 by the newly-

independent United Republic of Tanzania, which at the time

was considered to be one of the twenty-five least developed

countries in the world (8, p. 55). This study examines

Tanzania's specific economic policies and implementation

strategies from 1961 to 1974, attempts to evaluate those

policies and to determine whether they may serve as an

effective model for other emerging African Nations.

The primary goal of economic policy is to enhance human

survival and to provide progressively higher standards of

living. The various living standards of the world's peoples

have, on the whole, improved radically during this century.

There are, however, many millions of people who still struggle

desperately against nature and poverty in order to survive.

Most of these people live in underdeveloped areas, which are

characterized by shortages of capital, backward technology,

1
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low rates of productivity, political instability, tribalism

and an excessively high birth rate.

Tanzania's per capita income in 1974 dollars was about

US $143 (see Table XXX), with its economy mainly dependent on

an agricultural sector in which most individuals derived an

important part of their income from subsistance agriculture

(8, p. 3). This economic structure is similar to that of

other African countries. Compared with them Tanzania occupies

a middle position in terms of economic progress. One problem

that Tanzania shares with the other African countries is its

dependence upon international marketing and an international

price structure for agricultural products.

Political independence was achieved on December 9, 1961,

under the leadership of Julius K. Nyerere, who later became

the President of the Republic. President Nyerere has been the

mastermind of Tanzania's political philosophy and the African

leader who has placed a major emphasis on practical matters

through his exercise of that philosophy. He is a charismatic

and gifted person who is able to explain government policies

lucidly to the masses of his people. Tanzania's stability

has been a challenge to most African nations.

Since independence Tanzania has played an important

political role among African states and Nyerere has been a

strong supporter of African unity. Tanzania, as one of the

Front Line States on the issue of white minority rule in

Southern Africa, has demonstrated great sympathy for the black
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African majorities still under white minority rule. It

follows that Tanzania is a strong supporter of Pan-Africanism.

In the field of foreign policy Tanzania has, at different

times, experienced both good and bad relations with Britain,

the United States and West Germany regarding Rhodesia's

unilateral declaration of independence from the Commonwealth.

Despite differences of opinion with the western powers

significant links with the Soviet Union were never established

(1, p. 48). Tanzania's relations with China since independence

have been good, but not close. As early as 1962, the.

Tanzanian government had supported China's admission into the

United Nations (1, p. 48). Tanzania maintains embassies in

Washington, Bonn, Moscow, Peking, a High Commission at London

and has diplomatic relations with many other countries.

In short, Tanzania has not shown hostility toward any

western nor eastern nation. Its policy is to be friendly to

any country that does not try to exert political or economic

pressure on its government.

Government power in Tanzania is exercised by the president

who is assisted by two vice presidents. The National Assembly

consisted of 120 popularly elected members, 20 ex-officio

members who are the Regional Commissioners, 15 National

members elected by statutory bodies, 10 members appointed by

the President, a minimum of 32 members of the Zanzibar

Revolutionary Council and no more than 20 other Zanzibaris

appointed by the President in agreement with the first vice
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president (the President of Zanzibar). The total assembly

may consist of as many as 204 members (6, p. 489). The leg-

islative power, such as it is, is vested in the National

Assembly in which the President has no vote. The National

Assembly passes bills and sends them to the President for

agreement or confirmation. The President has the power to

veto and his veto may be overridden by a two-thirds majority

of the National Assembly (5, p. 4).

The people of Tanzania, like those in several other

African states, have close tribal affiliations with people

in neighboring countries. Some cases in point are the Masi

in Kenya, the Bahaya in Uganda, and the Mokonde in Mozambique.

As a consequence, Tanzania has had minimal boundary problems

with its neighbors. The major exception has been its dispute

with Malawi over the position of the frontier of Lake Nayasa.

From as early as 1918 until independence, Tanzania (then

called Tanganyika) has had a close link with Uganda and Kenya

all of which had been ruled by the British. A consequence of

which was that these countries evolved sharing a number of

common facilities and services among one another. In early

1948, while still under British rule, the East African

Common Services Organization was established together with

the East African Legislative Assembly. The former was an

international body the main objective of which was to control

the railways and harbors, East African Airways, East African

Agricultural and Forestry Research Organization, a number of
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other research bodies, East African Meteorological Service,

a joint custom Union, and an integrated taxation system. For

a number of years a common currency existed among the former

British Colonies of Tanganyika, Kenya and Uganda (2, p. 12).

The East African Legislature Assembly's main objective was

to provide a forum for discussing the common interests of

the three countries. The East African Legislative Assembly

met two or three times a year in each of the territories in

turn (4, p. 31). In 1961, when Tanzania was due for inde-

pendence, Nyerere decided to defer independence until Kenya

could become independent in the hope of establishing a political

union with Kenya at the moment of their mutual independence.

While this vision did not come about, the two countries have

continuously maintained close economic relations and cultural

ties (2, p. 12).

Another feature of Tanzania is its well defined admin-

istrative structure consisting of eighteen regions and 62

districts. The district in Tanzania is both a political and

an administrative unit. This is true with regard to parlia-

mentary constituencies, with regard to the organization of

the single national movement [the Tanganyika African National

Union (TANU)] and with regard to both local and national

government administration. As in many other countries in

Africa, Tanzania has continued to attempt to maintain ethnic

and cultural homogeneity within individual districts. There

is a single predominant tribe, the Sukuma, which makes up the
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majority population in Tanzania. This tribe group became the

basis for a district or political and economic unit. There

were no other large tribes arranged into a single district

until after World War II. Through the period of 1961 to 1974,

about half of Tanzania's districts were reclassified to con-

form with tribal geographic areas (2; 3, p. 14, 16; 34).

The organization of this study is divided into six

chapters. Chapter I is an introduction, Chapter II describes

the historical background of Tanzania, its natural environment

and resources. The scope and limitations of Tanzania's

economy are dealt with in Chapter III. The Three-Year economic

development plan of 1961-1964 followed by the three subsequent

five-year economic development plans starting in 1964 are

discussed in Chapter IV. An analysis of the economic growth

of Tanzania to 1974 is presented in Chapter V. The problems

faced by Tanzania in its economic development subsequent to

1974 and in the foreseeable future are discussed in Chapter VI.
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CHAPTER II

TANZANIA, ITS HISTORY, ENVIRONMENT, AND RESOURCES

Little is known about Tanzania prior to the colonial

period which began in 1884. Most of the African societies of

that time were not productive in any modern sense. There was,

in addition, a low level of social and economic differentiation

among the population. Foreign influence began in the area in

the latter half of the Tenth Century with the arrival of the

Arabs around 975 A.D. The Portuguese reached the area around

1500 and the Arabs and Portuguese competed for control of the

coastal area until the late Nineteenth Century.

In 1885, the Germans formed the German East African

Company in order to colonize Tanganyika (Tanzania) and the

surrounding areas. German dominance lasted for 33 years until

the end of World War I. During the German administration, the

colony enjoyed a fair degree of economic well being. The

Germans considered agriculture as the primary avenue of intro-

ducing new social values and advanced technology into the area.

As a result, extensive resources were spent on the development

of plantation agriculture. For the first time, crops such as

sisal, coffee, tea, cotton, rubber, and cinchona, some of

which still constitute: a major part of Tanzania's economy,

were introduced. In addition to introducing innovations in

8
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agriculture, the Germans built two railways which served as

the major inland transportation system (4; 5, p. 2; 41).

Following World War I Great Britain administered

Tanganyika for a period of 44 years, first as a mandate under

the League of Nations and, later, as a trusteeship under the

United Nations (10, p. 1). In the early years of its admin-

istration, Great Britain attempted to build on the agricultural

and transportation base which the Germans had created. However,

with the advent of World War II economic development did not

receive adequate support because needed resources were

channeled into the war effort. Following the close of World

War II, however, the British again turned their attention

toward a sustained effort to develop the economy of Tanganyika.

British efforts were concentrated on three main objectives.

The plantation agriculture system which had been started by

the Germans was encouraged. Programs were initiated aimed at

achieving fundamental changes in agricultural methods, pri-

marily through the instruction of farmers and farm labor.

Farm machinery and other technological innovations were also

provided (5, pp. 42-43).

The British efforts to promote rural development in

Tanganyika involved a groundnut (peanut) program which began

in 1947 in Southeastern Tanganyika. The Colonial Administration

program proposed converting 5,000 square miles of virgin forest

land to the growth of groundnuts. Money and machines were

used to prepare the land for planting, and it had expected
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that the land would produce 600,000 tons of groundnuts a

year. The soil, however was found to harden too quickly for

the effective use of heavy machinery. The program had been

very poorly planned with little research undertaken on the

local conditions. In addition, rainfall that year was less

than usual, and the program was abandoned in 1951 at a great

loss (5, p. 43). Poor planning, limited knowledge of details

and lack of thorough preparation were the causes for the

collapse of the program.

During the 1950's, many other specific programs were

developed by the British Administration which were less

spectacular than the "groundnut plan." Some of these programs

were continued with good results into the early years of

independence (5, pp. 43-44). The general plan of these

British programs was to effect a radical change in one aspect

of agriculture and then to use that as a model for similar

situations in other Colonial territories. Tanganyika's

economy during British rule had not changed significantly

from the German period. Rubber exports were no longer important,

but cotton and coffee exports took its place. As before,

economic development continued to be concentrated in only a

few regions.

Tanganyika was divided into three types of economic
regions. First, there were regions which specialized

in production for export: the sisal estates, the main
cash crop areas and the towns. These were surrounded
by second categories of regions which supplied the
export producing regions with food and other services:
Uzaramo, Uluguru and Ruffji, supplying food to
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Dar es Salaam; Bonde, Ukaguru and Ulanga, supplying
food to sisal estates; Kondoa supplying cattle for
the Tanga and Korogwe markets; and so on. Finally
spreading out beyond the export and food producing
regions were peripheral regions which either supplied
migrant labor or stagnated in near isolation from the
territorial economy. This pattern of regional
specialization--all of it focuses ultimately on
export production--is one of the main characteristics
of an underdeveloped economy (12, p. 16).

This underlying regional specialization has been the

focus of much government attention since independence, and

has its roots in the early colonial type of development. In

addition, geographical dispersion of its more developed areas

has forced Tanzania to spend large sums on developing its

communication systems, a situation typical of many African

countries.

The Europeans, on the other hand did significantly

contribute to the economy of Tanganyika (Tanzania) in the

form of foreign exchange. During that time sisal production

was in the hands of European growers. The sisal industry

contributed significantly to the work force, making up about

35 percent of the total (10, pp. 82-86). However, the

Europeans have had minimal impact on the farming practices

of most Africans, because European plantation agriculture was

too capital intensive to be used by the average Tanzanian

farmer.

On December 9, 1961, Tanganyika achieved its independence

after 77 years of European rule (10, p. 1). Zanzibar became

a sovereign nation on December 10, 1963 (9, p. 493). On
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January 12, 1964, the Sultanate of Zanzibar was overthrown

and the sultan sent into exile by a revolt of the Afro

Shirazi party leaders who established the People's Republic

of Zanzibar. Government power was transferred from the

minority Arab community to the Africans. On April 26, 1964,

the two sovereign states formed the United Republic of

Tanganyika and Zanzibar and by October 29, 1964, the name

Tanzania was adopted.

With independence, Tanzania began to employ its own

policies and strategies for economic and social development.

The direction of this development is influenced by socialism,

self-reliance, egalitarianism, state controlled production and

distribution, and agricultural cooperatives. Even today as

many as 90 percent of rural people derive their living from

subsistance agriculture. Economic development since inde-

pendence is based on the organization of villages into a

system of rural socialism that emphasizes cooperative farming

and self help. The villages operating under this system are

called Ujamaa (11, p. 56).

Environment and Resources

Topography

The United Republic of Tanzania is a tropical country,

located mostly between latitude 20 and 120 South and longitude

300 to 40 East. Mt. Killimanjaro, the highest mountain, rises

to 19,520 feet (5,950m) and is located in the northern part of
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the country. Tanzania has a land area of 931,082 square

kilometers (363,708 square miles) and in addition, there are

the islands of Zanzibar and Pemba of which the former comprises

1638 square kilometers and the latter comprises 973 square

kilometers. Both islands lie about 30 kilometers off the

mainland in the Indian Ocean (1, p. 10).

Within Tanzania there is a wide variety of land forms,

climate and people. The central zone of the country is

characterized as a complex area of high plateaus ranging

from 3,000 to 5,000 feet in altitude and is bounded by the

Eastern and Western rifts of the Rift Valley. Most of the

plateau area is open grassland with a thin cover of trees,

and two-thirds of it is uninhabited. In the South there are

highlands which rise to about 6,000 feet. There are also

small alluvial valley floors which often become flooded

(8; 1, p. 1; 26). Tanzania shares borders with eight adjoining

countries. Its neighbors to the north are Uganda and Kenya;

to the west Zaire, Rwanda, Burundi, and to the South Zambia,

Malawi and Mozambique. To the East, Tanzania has a coastline

of over 500 miles on the Indian Ocean.

Climate

The climate of Tanzania is tropical and the temperature

of different places within the country are closely associated

with altitude. Tanzania varies in altitude from sea level to

the top of Kilimanjaro at 19,520 feet (5,950m). The country

has three main geographical belts: the coastal plains, the
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semi-tropical belts and the temperate belt. Temperatures

seldom vary within these regional belts. The monthly mean

temperature variation is small on the coast and in the lake

areas. Monthly mean dew point temperatures indicate com-

paratively little seasonal variation at a coastal station such

as Dar es Salaam or a lakeside station such as Mwanza. A

wider range of temperatures exists at inland stations such as

Iringa. Generally speaking, Tanzania's mean yearly temperature

shows variation from 690 to 81 F and an average rainfall of

forty inches. Table I shows dewpoint temperatures and

relative humidities (8; 1, p. 1; 40).

Weather in the country is determined largely by two major

airstreams called monsoons; one of which travels south-easterly

during the northern hemisphere's summer, and the other north-

easterly during the southern hemisphere's summer or high sun

period. These airstreams determine the availability of rain-

fall for the entire territory. The north-easterly monsoon

has more of a north-south path than the south-easterly airstream.

This is true whether the airstreams move over land or orver the

ocean before reaching Tanzania. The north-east monsoon is

drier than the south-east monsoon thus tending to limit

rainfall (1; p. 34).

Population

At the time of the August 1967 census, the United Republic

of Tanzania had a population of 12,313,469, of which 11,958,654

lived on the mainland and 354,815 lived in Zanzibar (1, p. 18).
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Tanzania has a larger population than either Kenya or Uganda.

From 1957 to 1967, the population increased by 3.22 million,

an increase of 35.5 percent during the decade. If the pop-

ulation of Tanzania continues to expand at a geometric growth

rate of 3.0 percent per annum, it will double in the short

period of 23.5 years (1, p. 20). By 1974, the population of

Tanzania had reached 14.7 million (13, p. 2). Immigration

and the increase in the natural birth rate are the two primary

reasons for Tanzania's population growth. The large sisal and

sugar plantations draw immigrant labor from neighboring countries

such as Mozambique. The two outstanding features of the pop-

ulation of Tanzania are its uneven geographical distribution

and its rapid rate of growth (1, p. 20). Table II shows area,

population and population density by regions for 1967.

Natural Resources

Land

During 1960 more land was returned to Africans than was

apportioned to non-Africans. Of land held by individuals or

groups in the 1960's on the mainland, about 80 percent was

held under rules of tenure in accordance with traditional or

tribal rights. In addition, about 10 percent of the total

acreage was held by plantation farmers under leasehold. The

1961 Act of Land Regulation has explained the agricultural

rights. Land has been alloted in the form of communal owner-

ship by tribe and neighborhood land held under a right of

occupancy was not controlled by the government under certain
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TABLE II

AREA, POPULATION AND POPULATION

DENSITY BY REGIONS, 1967

Population
Area Sq.Km Percentage Population Percentage Density

Region (Thousand) of total (thousand) of total per square
yard

Arusha 82 9.3 610 5.0 7.4
Coast (incl.
DSM) 34 3.8 748 6.4 23.3

Dodoma 41 4.7 709 5.8 17.2
Iringa 57 6.4 690 5.6 12.1
Kigora 37 4.2 473 3.8 12.8
Kilimanjaro 13 1.5 653 5.3 49.4
Mara 22 2.5 544 4.4 25.0
Mbgya 83 9.4 969 7.9 11.7
Morogoro 73 8.2 685 5.6 9.4
Mtwara 83 8.4 1041 8.5 12.6
Mwanza 19.5 2.2 1056 8.6 53.6
Ruvuma 61 6.9 393 3.2 6.4
Shinkjana 51 5.7 899 7.3 17.7
Singida 49 5.6 458 3.7 9.3
Tabara 12.2 13.8 563 4.6 4.6
Tanga 27 6.2 771 6.3 28.8
West Lake 29 3.2 659 5.3 22.9
Zanzibar 2.5 0.3 355 2.9 134.2

TOTAL 886.0 - 100.0 12,313 100.0 13.9

Source: Tanzania
Country,

in Maps : Graphic
1971, p. 115.

Perspective of A Developing
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terms. The terms apply to commercial and residential land in

urban areas as well as rural agricultural and pastoral lands.

The government reserves the right to take or resume possession

of any land which it may acquire for the public interest

(7, p. 104). Of the total land area only about 10 percent is

under cultivation, another 10 percent is pasture land or

fallow land (7, p. 6).

Mining

Tanzania is not blessed with abundant mineral deposits.

In the past, gold mining had been of some significance.

Diamonds were first discovered by a Dr. W. Williamson in 1940,

however, diamonds were valued from 85-90 percent of the total

mineral sales. Diamond production is worked by Williamson

Diamond Group, jointly owned by the government (through its

ownership of the National Development Corporation) and DeBeers.

Tanzania's diamonds are of high quality. In 1966, the pro-

duction ofgemsand industrial diamonds were 692 thousand metric

carats. Production in 1966 had risen to 947 thousand metric

carats of gems and industrial diamonds alone accounted for 473

thousand metric carats. Production by 1974 had decreased to

249 thousand metric carats. The diamond mines in the 1970's

were headed towards exhaustion. In 1974, diamond profits were

shared between the Tanzanian government and the mine operators,

the South African firm of Anglo American (DeBeers). Gold

production declined from 3124 kilograms in 1961 to one thousand

kilograms in 1974. Magnesite production in 1974 was one
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thousand metric tons which was a decline from the 1967 level

of 2.0 thousand metric tons. Salt production in 1974 reached

34 thousand tons which was a decline from the 1972 record

level of 44 thousand metric tons. Tin production declined

from 184 thousand metric tons in 1961 to 86 thousand metric

tons in 1974. Overall, mineral production has declined (see

Table III). Gold salt, gemstones, etc., make an appreciable

contribution to the overall economy. Additional mineral

deposits exist but they are presently uneconomic to produce.

Petroleum and iron ores are imported from other countries

(3; 1, p. 90-91; 20). The mining sector's proportion of the

GDP has fallen from 2.9 percent in 1966 to 1.3 percent in

1970 (6, p. 217). From an economic standpoint this may

indicate the country is making a shift from mineral extraction

to other productive economic sectors.

Fisheries

Tanzania has excellent fishing waters both in lakes and

rivers and in the ocean. In 1967, fresh water fisheries

accounted for 83 percent of the total catch by weight and 66

percent by value. The same year total fish catches was 128.0

thousand metric tons. Fish catches in 1974 reached 170.9

thousand metric tons which exceeded the 1961 level by the

amount of 110.2 thousand metric tons. In 1967, marine

fisheries produced 17 percent of the total catch by weight and

about one-third by value. The fishing activity, at present,

is limited to inland water resources and the 500 mile Indian
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TABLE III

OUTPUT OF PRINCIPAL MINERAL

PRODUCTS 1961-1974

Gems & Indus.
Indus. Diamonds
Diamonds only Magnesite Salt Tin
Thousand Thousand Thousand Thousand Concentrate
Metric Metric Gold Metric Metric Thousand

riod Carats Carats Kilograms Tons Tons Tons

1961 692 345 3124 - 33 184

1962 660 324 3246 - 30 221

1963 591 313 3201 0.1 34 338
1964 664 326 2894 0.5 33 292
1965 828 414 2825 1.0 39 259
1966 947 473 1725 1.0 37 389
1967 927 494 575 2.0 36 359
1968 702 346 544 1.0 42 328
1969 777 383 498 2.0 33 138
1970 708 349 244 1.0 42 35
1971 837 418 5 1.0 37 54
1972 652 365 6 0.5* 44 40
1973 502 306 2 0.1* 38 12
1974 498 249 1 0.1* 34 86

Source: United Nation, Statistical Yearbook, New York: Publishing

Service, 1964, p. 200, 202, 204, 192; 1972, p. 192, 203,

208, 199 and 1976, 193, 195, 200, 204, 208.

* Figures are Estimates
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Ocean coastline. This limit existed only because Tanzania

in 1974 did not have trained fishermen, modern equipment,

techniques, processing facilities, improved communications

and research. Tanzania has good prospects of increasing her

harvest of fish, but only if the government increases its

investment in the fishing industry. In addition to fresh

water fisheries and marine fisheries, the off-coast waters

of Tanzania are highly valued for sport fishing, including

marlin, sailfish, tuna, barracuda and kingfish. This offers

considerable potential as a tourist attraction (1, p. 66).

See Table V.

Forestry

About 10-15 percent of the land of Tanzania is included

in the forest reserve. The land area reserved for lumbering

covers 44,000 square miles. In addition, 30,000 square miles

are subjected to planned management including reforestation

(7, p. 59). The dual aims of forestry, as outlined in the

forest policy is the Tanzanian government published in 1963

are protection and production. In the first category of

reserves efforts are directed to the protection of both hill

ranges and soil from erosion. A second category, production

reserves, attempts to insure the availability of future timber

supplies. Forests themselves are divided into four categories;

closed high forests, woodland, mangrove swamp, and open grass-

land. There are also unreserved forests and woodlands, which



22

may be used freely by individuals for fuel and building

material. The production forests generate income for the

government in many forms, e.g. construction, and building and

also exports. Aside from their importance as a supply of

timber, forests also provide Tanzania with a source of wild-

life which is of particular significance to the tourist

industry (3, pp. 68-69). In Africa the rural population is

dependent upon forests as a source of raw material for their

huts and for other domestic uses like fire wood. Forests also

provide a source of labor income either through collecting

and selling wild products or else through employment in forest

industries. (See Table V Forestry Production).

Tourism

Tanzania was the base of a thriving tourist industry in

1974. The number of arriving visitors in Tanzania increased

from 41,902 in 1968 to a provisional figure of 63,000 in 1970.

One phenomenal result from the tourist industry was that

Tanzania's gross foreign exchange earning from these visitors

increased from TShs 65 million to TShs 100 million over the

same period with the net earning jumping from TShs 35 million

to TShs 60 million. Aware of this tremendous benefit from

tourism, the government, in its second five-year development

plan, projected the number of visitors to 120,000. In 1973,

Tanzania had 75,199 East African tourists and 12,643 others who

provide Tanzania with TShs 130 million in foreign exchange

(3; 5, p. 25-26; 224).
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CHAPTER III

GENERAL SURVEY OF TANZANIA'S ECONOMY

From 1961, the year of Tanganyika's independence, to

1974, the government of the United Republic of Tanzania em-

phasized modernizing the country. The three primary objec-

tives of the plan for the development of the country were

to achieve man power self-sufficiency, to raise real per

capita income to twice the 1961 average, and to expand life

expectancy to fifty years as compared to the existing

thirty-five to forty years. The two areas of the economy

which received special attention were agriculture and in-

dustry.

Agriculture

In spite of the efforts of the government to speed up

industrialization, agriculture was the most important com-

ponent of economic development and promises to remain so

for some time. At the end of 1974, 90 percent of the total

population still lived on farms.

Only 10 percent of the land in Tanzania has been cul-

tivated. Another 10 percent is classified as fallow land

or grass Land. About 27 percent of the grass land is suit-

able for cultivation (12, p. 6). During the decade prior

to 1974, this land began to be used to grow a variety of

25
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agricultural commodities for market. Tanzania thus demon-

strated a capacity to produce an increased quantity and

increased variety of agricultural commodities.

The growth in export crops made it possible to increase

the production of agricultural commodities. These exports

consisted of sisal, coffee, cotton, and cloves. By 1974,

exports of primary products, coffee (TShs 378 million),

cotton (TShs 493 million), sisal (TShs 464 million), and

cloves (TShs 378 million) constituted 85 to 90 percent of

all agricultural production. In terms of foreign exchange

earnings, these commodities represented 47 percent of the

worth of total exports (5, p. 107). Table IV indicates the

total export value of primary products such as coffee, cot-

ton, and sisal from the mainland and cloves from the island

of Zanzibar.

Other important agricultural products which are grown

primarily for sale within Tanzania include sugar, maize,

rice, wheat, tea, and tobacco. The increasing production

of these major domestic crops is an important aspect of

Tanzania's future economic development. Table V shows the

output of principal agricultural products during the period.

Coffee

The two types of coffee grown in Tanzania are Arabica

and Rubusta. Arabica is cultivated mainly in the higher

regions of Kilimanjaro, Arusha, Tanga, and Mbeya. Rubusta,
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which needs higher temperatures and higher humidity, is

grown in the Central Lake Regions. At independence (1961),

exports of coffee reached 20,000 metric tons and by 1974

was 52,100 metric tons with exports valued at TShs 378 mil-

lion.

In 1973 coffee became Tanzania's largest single earner

of foreign exchange, with exports valued at TShs 495 mil-

lion and production reaching 42,400 metric tons. Produc-

tion in 1973 was the lowest level in the decade. The

reason in decline of production was because of the 1973-

1974 drought and coffee diseases. In the meantime, the

government of Tanzania has been worried about the increase

of coffee production, because sales in the international

market were largely restricted by quotas established under

the international coffee arrangement. In order to avoid

the problem of overproduction, the government has taken

major steps encouraging diversification of various agricul-

tural commodities. In addition, coffee is processed and

sold by the Tanganyika Coffee Grower's Association and the

Kilimanjaro Native Cooperative Union. While Europe con-

tinues to be Tanzania's best cof fee market. There has been

an increased demand for Rubusta in the United States.

Cotton

Cotton is among one of Tanzania's export crops and

represents the principal source of income for the great
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majority of the small farmers. About 90 percent of the cot-

ton comes from the orthwestern part of the country south of

Lake Victoria. A daily minimum temperature of between 27

degrees and 33 degrees centigrade is needed together with

an annual rainfall average of about 750mm. Quality of soil

is of particular consideration in cotton culture, with

black soil usually preferable. Tanzania cotton is exclu-

sively a small farm crop and the yield is estimated to

range from 340 to 790 kilograms per hectare (300 to 700

pounds per acre) of seeded cotton (2, p. 56). Variations

is a function of soil quality, weather and cultivation prac-

tices. Cotton by-products also contribute to the national

income :both from domestic and from export earnings. The

most common by-product is processed, high-quality cotton-

seed oil. Cotton and coffee have repeatedly contested for

first place in export earnings ever since the decline of

sisal production. By 1974, cotton had achieved first place

both in value and in metric tons produced. Production

reached 77,000 metric tons in 1L972 with production valued

at TShs 336 million. Cotton production in 1974 was 74,000

metric tons and was valued at TShs 493 million, leading

coffee in value for the first time. The key problems in

Tanzania cotton production are the diseases and the insect

pests that cause significant crop damage. Cotton production

peaked in 1966 at 80,000 metric tons (see Table V).
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Sisal

The growing of sisal was introduced in Tanzania in

1892 by the German East African Company. Since the 1930's,

Tanzania has been the world's largest producer of sisal but

has been seriously challenged in this field by Brazil and

the Philippines (7, p. 107). In 1967, the Tanzanian Sisal

Corporation was created as a quasi-governmental organiza-

tion controlling nearly 50 percent of the privately-owned

sisal plantations (8, p. 99). Over 50 percent of all Tan-

zanian sisal is exported and marketed through the Tanzania

Sisal Marketing Association. The remainder is used in

local crafts and simple domestic production activities.

For example, in 1964, three factories were established and

produced baler twine and rope production. By 1966, these

three factories produced 10,000 tons of twine for export

(12, u. 194). In the production process only four percent

by weight of the sisal leaves is recovered as fiber (12,

p. 194). Sisal is processed for use as a by-product in the

production of polish and cortisone and is also used as pulp

and as cattle food. Sodium pectate for use in food and

textiles is also a by-product of sisal processing. One ad-

vantage of sisal cultivation is its labor intensive nature

which provides a large number of needed jobs. Most of the

planting process for sisal relies on manual labor such as

hoeing, weeding, and transplanting. Tanzania produces

around 75 percent of the world production of sisal (12,
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p. 193). In 1972, Tanzania produced 157,000 metric tons of

sisal compared to 181,000 metric tons in 1971, and 202,000

metric tons in 1970. Total exports were valued at TShs 464

million in the peak year of 1974. Reduction in world mar-

ket prices of sisal due to synthetic fibers has been the

cause of the decrease in production. By 1970, production,

which was expected to reach the level of 270,000 tons,

amounted to only 202,000 tons. Exports declined steadily

from 209,000 in 1964 to 169,000 tons in 1969. Production

continued to fall in 1971 and 1972 resulting in a drop in

employment of 54,000 jobs (1, p. 863). Tanzania Sisal Cor-

poration needs to expand the development of alternative

uses of sisal such as paper manufacture or else needs to

diversify the sisal estates by producing other crops such

as maize, tea, etc. (see Table V).

Tobacco

Tobacco is grown near Tobara, Inringa, Ruvuma, and

Mbeya. Before 1962 tobacco was grown mainly on large

European-owned estates, but since 1974 it has increasingly

become a peasant cash crop. One advantage of tobacco cul-

tivation is that it is an annually-cultivated crop produc-

ing an opportunity for rotation with food crops. Secondly,

tobacco can easily grow in poor soil and has a considerable

tolerance to drought, disease, etc. Tobacco producers also

benefit from a higher return per hectare. In response to
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higher relative prices more land has been put into tobacco

cultivation. The two types of Tanzanian-produced tobacco

are Virginia Flue-cured and Five-cured tobacco. Production

increased from 2,700 metric tons in 1961 to 18,200 metric

tons in 1974. Exports were valued in 1973-74 at TShs 193

million (12, p. 223). Approximately 70 percent of the

tobacco is produced for export. The Tanzania Tobacco author-

ity is mandated to promote the consideration, preparation,

implementation, and authorization of tobacco research pro-

grams (12, p. 223). Tanzania itself possesses a promising

local market for this crop (see Table V).

Tea

Tea is an important staple of Tanzania's diet. It is

grown in the Usumbra Mountains, near Tanga, and in the

Southern highland regions of Iriaga, Mufindi, and Mbeya.

By 1971, tea accounted for about nine percent of Tanzania's

foreign exchange earning with production of 10,500 metric

tons valued at TShs 61.6 million (7, p. 109). In 1966, tea

was cultivated on 25,000 acres of land with a yield of 6,800

metric tons. The tea processing industry was established

as recently as 1967 in Bukoba. Exports of tea rose from

3.6 tons in 1961-1962 to 4.4 tons in 1964 and 6.2 tons in

1966 (12, p. 219). In 1974, exports of tea was valued at

TShs 69,056 million (14, p. 4). Tea production in 1961 was
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4,500 metric tons and 13,000 metric tons in 1974 (see

Table V).

Sugar

During the decade prior to 1974, sugar production had

become important to Tanzania. At one time sugar was con-

sidered to be a peasant crop produced only for local con-

sumption largely in the form of jaggery, a crudely-refined

brown sugar. By 1974, sugar was being produced for indus-

trial refineries and had become one of the most important

staple crops. One significant aspect of the increase of

sugar production was in response to the growing consumption

of sugar. Table VI depicts production and consumption of

sugar from 1964 to 1972. Sugar production has been in-

creased at an average of 4.7 percent annually in the period

mentioned above. This result was measured against consumer

demand which increased 10.2 percent (8, p, 151). Continued

differences between production and consumption are anti-

thetical to the Tanzanian objective of self-sufficiency.

The policy of self-reliance was viewed as being capable

of enhancing the country's ability to become self--sufficient

in food. As a result, the government has encouraged the ef-

fort of outgrower production. For example, the Tanganyika

Planting Company and the Kilombero Sugar Company together

produced 85 percent of the 1966 total sugar tonnage of

71,000 metric tons (12, p. 202). By 1971, production of
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TABLE VI

SUGAR PRODUCTION AND CONSUMPTION 1964-1972

Consumption
Production Consumption per Capita

Period (tons) (tons) Difference (Kilos)

1964 61,440 62,745 + 1,305 5.60

1968 82,429 82,912 + 438 6.59

1969 92,043 88,740 - 3,303 6.86

1970 87,254 107,617 -20,636 8.11

1971 95, 787 125, 349 -29, 562 9.19

1972 88,483 136,588 -48,105 9.79

Source: W. Edmund Clark, Socialist Development and Public
Investment in Tanzania, Toronto: University of
Toronto Press, 1978, p. 152.
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sugar had reached 96,000 metric tons with a value of TShs

383 million (7, p. 109). Production by 1974 reached

105,000 metric tons. Sugar was grown on several planta-

tions. Tanzania's experience in sugar cultivation both on

plantations and on small farms has had positive impact on

the expansion of its sugar can processing industry. In

1966, there were two large and three smaller sugar refin-

eries in operation with a sixth under construction in 1974

(see Table V).

The spirit of Arusha Declaration issued in February,

1967, by the TANU, which is the single political party con-

trolling the Tanzanian government, emphasized socialism and

self-reliance (8, p. 44). These dual concepts called for

an emphasis on agriculture. The Arusha Declaration, which

was followed with its subsequent policy directives and in-

terpretations, "Education for Self-Reliance" and "Socialism

and Rural Development," has come to represent Tanzania's

model of economic development.

Moreover, the policy of socialism and rural develop-

ment has stressed the establishment of "Ujamaa" villages

and seeks to unite economic potential with environmental

potential through the use of the country's millions of

rural, unskilled human resources. Ujamaa villages were the

immediate target of the self-help settlements scheme estab-

lished in 1961, but the program turned out differently, be-

cause it was too expensive and too capital intensive.
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Realizing the expensive nature of the project, the vice-

president said that "the scheme" has "been heavily over

capitalized and the need to repay this great debt will be

a life-time burden on the settler-farmer, and will swallow

up his crop proceeds" (10, pp. 189-193).

Instead, the government adopted a different approach

in modernizing the existing traditional villages by supply-

ing them with a less capitalized social and technical trans-

formation of agriculture. The Ujamaa village, as the main

thrust of the rural development effort, was to involve

gradual improvement in the productivity of the peasant far-

mer. In addition, the Ujamaa program was envisioned ulti-

mately as a vehicle for transforming the whole social

structure of Tanzania.

Further, the Iringa Declaration issued by the TANU

National Executive Council in May, 1972, emphasized the

greater dependence on agriculture and the necessity of mod-

ernizing that sector (21, p. 57). In line with the fore-

going aims, agricultural-development authorities have been

established in various fields, ranging from cotton and

maize through sisal and cashew production. The vitality of

these authorities are designed to promote all phases, from

planting to export marketing.

Since independence, the government of Tanzania, by

means of various policy directives, has been able to improve

agriculture. Factors responsible for the agricultural
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progress in Tanzania are as follows: (1) Peasants have

been urged to live together in villages, which has suc-

ceeded in improving education, agricultural extension, med-

ical care, and water resources; (2) price incentives to

producers and peasant families received specific minimum

acreage, fertilizer, free seed, and mechanical services,

mainly for land preparation subsidized by the government

(21, p. 61). In the absence of such incentives, farmers

will not change from their old ways to more productive

practices. Government efforts in the past have often re-

cognized this reality. Agriculture continues to be the

backbone of the country's economy.

Considering the uncertainty of weather and market con-

ditions throughout the world, Tanzania's primary economy

will, for some time to come, continue to be bothered by

outside forces beyond its control. The governments deci-

sion to steer the economy away from an over-dependence on

agriculture will in the long run benefit the country.

Industry of Tanzania

According to some economic theorists, if low-income

nations would maximize their economics of scale, such coun-

tries would develop the concepts of comparative advantage

and specialization. In effect, low-income countries should

concentrate their economic activities on the production for
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export of commodities whose production involves relatively

low intensities of capital and skill (19, p. 41).

Less-developed countries generally view this doctrine

with suspicion, regarding it as a plot designed to keep

them under the control of industrialized nations. These

countries cite the fact that this and other economic the-

ories in currency have been developed by theorists from the

industrialized countries. As a practical matter, economic

planners from less-developed countries often undermine the

influence of such theories. They view their mission as

being dictated by their own economic and political needs as

they see them (4, pp. 165-166).

Tanzania's government conceives of the policy of self-

reliance as one of improving the country's ability to spell

out and implement internal and external policies. In this

context, internal affairs and independence in external pol-

icy are both regarded as being absolutely consistent with

Tanzania's economic development (8, p. 44). In light of

the above policy measure, Tanzania's manufacturing and pro-

cessing industries have received priority in servicing the

demands of the commercial sector (12, p. 76). In Tanzania,

the principal manufacturing and processing activities are

connected with aluminum production and petroleum products.

Manufacturing also includes the processing of locally-

produced materials and the manufacturing of various consumer

goods. Industries which process agricultural commodities
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include canneries, cordage plants, flour mills, textiles,

tobacco, chemical and furniture factories. In addition,

there is an oil refinery (dependent on imported crude), a

tire factory, a cement plant, aluminum steel rolling mills,

and several breweries.

Table VII reveals the production of selected manufac-

turing industries from 1966 to 1974. The most notable im-

provement in the Table is the increase of electricity pro-

duction from 320 million kwh in 1966 to 608 million kwh in

1974, almost doubling the 1966 production level. Both tex-

tile, aluminum, and petroleum refining were noticeably

improved.

At independence, the country's industrial sector was

extremely small. At that time the sector constituted 3.4

percent of the GDP (11, p. 212). The manufacturing sector

has grown rapidly since independence. From 1961 to 1974,

manufacturing and construction rose from seven percent to

17.5 percent of the GDP (12, p. 65). Average annual growth

rate in the manufacturing sector from 1971 to 1974 was 10.5

percent (see Table XXVI). The rapid growth was accounted

for by the expansion of agricultural processing and the es-

tablishment of import substitution industries.

Hirschman argues that import substituting industriali-

zation can create desirable backward linkage situations,

despite the existence of strong political and economic op-

position. Hirschman recognizes that late-start
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industrialization produces a class of industrialists who

have a real interest in preventing backward integration be-

cause it will reduce their benefits in effective protection.

Nevertheless, the fact is that many countries have undergone

such integration despite this resistance (9, pp. 17-24).

Tanzania's industrial sector from 1967 to 1974 had be-

come much integrated. Over 80 percent of the assets belonged

to firm developing some form linkages with the agricultural

sector (8, p. 136). For example, import of consumer goods

significantly dropped from 48 percent in 1962 to 30 percent

in 1970 (1, p. 892). Tanzania was relatively successful in

implementing its strategy.

To encourage industrial investment and promote the

growth of private and public industry, a number of measures

have been adopted by the government. For example, a series

of educational programs such as technical education were

launched, and savings institutions comprising banks, post

offices, savings banks, and credit agencies were established

to help improve economic development (14; 22, p. 14,

319). In addition, the Foreign Investment Act of 1963 was

promulgated to encourage investment. For instance, invest-

ment legislation has offered a variety of fiscal incentive

and import duty reliefs. This kind of encouragement by the

government attracted more foreign investment and permitted.

domestic savings mobilization which increased the availa-

bility of long- and short-term credit. Credit obtained
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from banks and other financial institutions was used to im-

prove the productivity of both public and private industry

and to finance the manufacture of export commodities (8,

pp. 157-163).

The government allocated land for industrial develop-

ment, and provided a number of facilities such as surfaced

roads, rail lines, water, and electricity which contributed

significantly to the attraction of prospective investors

with suitable plant sites (3, p. 86). All the above-

mentioned measures were aimed at encouraging capital invest-

ment both in public and private industry. The result has

been encouraging.

In the light of the continuing emphasis on industry,

Tanzania's economy had achieved by 1974 a low-level stage

of industrialization. In 1974, manufacturing accounted for

about 10 percent, mining and quarying for seven percent,

and agriculture for 37.2 percent of the gross domestic pro-

duction (see Table XXVI). Agriculture has always exceeded

industrial production. Tanzania' s economy has a long way

to go in order to reach the industrial take-off stage as

described by Rostow (20). The preconditions for take-off,

the transitional era must be met where a society prepares

itself, or is prepared by external forces, for sustained

growth.
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Foreign Aid

Theorists, aware that there are problems with aid,

nevertheless regard its net effects as favorable. The de-

bate has been restricted to assessing the overall contribu-

tion of aid to capital formation. For example, Weisskopf

has argued that it reduces savings in the country, while

conversely Papanek argues that by alleviating the foreign

exchange restraints, it can increase savings while raising

the rate of growth (18, pp. 934-938).

Given this difference of opinion, Nyerere's policies

have emphasized self-reliance (8, p. 21). There are two

factors in his focus on self-reliance, one was to develop a

strategy which was not dependent for its success on large

inflows of foreign capital, and the second was to stress

the use of more local rather than foreign resources.

Listing all series of aid that Tanzania has obtained

from the major donors over the years is a difficult task

because such information has not been published in any de-

tailed manner. Table VIII shows source figures on the

financial aid which Tanzania received during 1963 to 1974.

Table VIII reveals the total amount of aid that Tan-

zania received from different countries since 1963. One

can easily tell from the data the critical importance of

foreign aid in Tanzania's economy. Two years after inde-

pendence, in 1963, Tanzania received aid amounting to TShs

104.4 million which increased to TShs 681.3 in 1974, a near



H

H N U
H C

H H .Ci

r. H CO

_ on H

EH 0
H

0
[-1-1

N0W

Hn

r--

cor-

SN Ln CO
QN .J LO r-i
H LO

00 N
N N N

Coo
HCr- ) Co

QnQ

H N N

'd''00
C)o

N Hr-i r-

H H HC

H N 00

lU C N (N
(N (N

U) 10 C)

00 0
co "H d

N l00 Oa

LH H
r bN C Co

Q N 00

r- r"1 r-N

ON r c o

H

10 H H

cn . "O
r-I r m c

H110cN

HH

-U) C

o u eF W1dOA- 4 J0-~1

H

0
43 t

45

.

(N
LO

N

H

0
0

Cd

Cd
V

-p
U)-p-

Cd

U)

0
-H
4)
Cd

t-

0
t.



46

sevenfold increase. From 1963 to 1974, Tanzania received

TShs 2,628.4 million in foreign aid.

Three years after independence, China began to give

aid to Tanzania. Table IX presents a list of major aid

donors since 1967. As one can see from the Table, only one

socialist country is cited in this illustration and seven

Western industrial countries. This Table does not, however,

include all donor countries that have offered economic as-

sistance to Tanzania. According to the data in Table IX,

China gave more economic assistance to Tanzania than any

individual Western country since 1967. Of the total TShs

3,824 million Tanzania received from eight donors, China

donated TShs 1,939 million or 50.7 percent. Britain donated

TShs 77 million, Canada 790.1 million, Sweden 415.5 million,

the United States 246.7 million, West Germany 149.5 million,

Japan 111.8 million, and Italy 94.4 million. China's eco-

nomic assistance has been offered interest-free, and her

terms of repayment are more spread out in order to make the

burden of the debt light to the recipient country. Table X

details countries' economic aid to Tanzania. Tanzania was

given a moratorium of ten years by China on all loans be-

ginning at the time of completion of the projects in ques-

tion. This precedent, however, has been adopted by other

Western donor countries, in some instances, as indicated in

Table X. By looking at the Table one may well surmise that

all economic assistance which Tanzania obtained from the
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TABLE IX

FOREIGN AID BY MAJOR DONORS

(Millions of TShs)

1967-1974

Amount in Million Percentage
Country of TShs of Total

China 1939.0 50.7

Canada 790.1 20.6

Sweden 415.5 10.90

USA 246.7 6.45

West Germany 149.5 3.90

Japan 111.8 2.92

Italy 94.4 2.46

Britain 77.0 2.01

Total 3824.0 100.00

This table adapted from Table X.

Foreign Exchange: TShs, 7.14 = U.S. $1.00.
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countries listed was used to develop infrastructure. It is

also probable that many aid donors were attracted by Tan-

zania's emphasis on rural development. Turning away from a

rural-oriented strategy may reduce the level of aid avail-

able. However, Tanzania has managed to direct its aid

toward the :Less expensive and labor-intensive programs which

obviously utilize indigenous resources. The aid included

such projects as infrastructure, agriculture, and industries

of small size.

Foreign Trade

Since independence, ,Tanzania has been reaching some of

the goals set in its plans. Those plans call for decreased

economic dependence on the outside world by trying to di-

versify its trade flow and sources of foreign aid. To some

degree, Tanzania has managed to decrease the share of the

former metropolies, increase trade among EAC (East African

Community) and other African countries in her total trade

(23, p. 155).

Trade is of vital importance to developing countries

in many ways. The neo-classical trade theory has two im-

portant pieces of advice for less-developed countries. It

states that the trade of a country is benefitted by import-

ing goods which it is inefficient at producing, resulting

in a net increase in its available consumption. Secondly,

less-developed countries are advised to concentrate
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available resources on the production of goods in which

those countries have a comparative advantage. In general,

less-developed countries should produce primary products

or labor-intensive manufactured goods while developed na-

tions would produce capital or technology-intensive goods

(6, p. 20). Kindleberger, however, has observed that the

terms of trade have favored developed countries (5, p. 266).

Less-developed countries, as observed earlier, have tended

to view this theory with suspicion.

Nyerere's statement on self-reliance demonstrates that

Tanzania has not totally abandoned neo-classical trade

theory:

There are, however, two respects in which our call
for self-reliance has been widely misunderstood or
deliberately misinterpreted. The doctrine of
self-reliance does not imply isolationism, either
politically or economically. It means that we
shall depend on ourselves, not on others. But
this is not the same thing as saying we shall not
trade with other people or co-operate with them
when it is to mutual benefit. Obviously we shall
do so. We shall have to continue to sell enough
of our. goods abroad to pay for the things we have
to acquire. The other things which is necessary
to understand about self-reliance is that Tanzania
has not said it does not want international assis-
tance in its development. We shall continue to
seek capital from abroad for particular projects
or as contribution to general development (17, pp.
99-100).

By looking at import and export figures, in Table XI

it is possible to measure the level of trade which Tanzania

transacted with eight donor countries. During 1963-1970,

Tanzania imported a higher volume of goods and services from
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Britain (see Table XII). Britain was Tanzania's major cus-

tomer. However, Chinese exports to Tanzania exceeded

British exports in 1971. Since 1971, British exports to

Tanzania declined from their peak of 1967 when the United

Republic of Tanzania imported 29 percent of the total im-

ports from Britain (see Table XIII). In the same year,

Tanzania exported to Britain 28 percent of its total exports.

During 1971 to 1974, Tanzania imported more goods and ser-

vices from China than from the other donor countries.

Imports from China in 1963 accounted for only .2 percent

of total imports, but this figure increased to 24.9 percent

in 1971. Again the figure declined to 11.6 percent in 1974.

In 1963, Tanzania's exports to China amounted to 9.5 percent,

but this figure fell to 1.4 percent in 1969, and then in-

creased to 3.2 percent in 1973.

Great Britain was Tanzania's major trade partner during

the period in review. Trade relationships with Britain in-

volved a post-colonial legacy. This trade relationship has

been declining since, so that by 1974 Tanzanian imports

from Britain amounted to 111 percent of all imports. Like-

wise, exports to Britain comprised 14,4 percent of her total

exports. Tanzania's increased trade with the People's Re-

public of China since 1963 was related to China's increased

aid to her. As aid increased, trade between Tanzania and

her donor rose respectively. In some instances, her trade

with some donor countries fluctuated. Accordingly, her
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TABLE XIII

TANZANIA'S INTERNATIONAL TRADE TRENDS WITH

MAJOR FOREIGN AID DONORS

1963-1974

Trade Shares With Major Donors
Imports Exports

Country Year Percent Shift Percent Shift

China

Canada

Sweden

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

1963
1964
1965
1966
1967
1968
.1969

0.2
0.5
2.3
4.1
4.7
5.6
4.2

12.5
24.9
26.9
21.8
11.6

0.3
0.1
0.2
0.3
2.5
0.7
0.5
0.3
1.0
2.2
0.5
2.4

0.5
0.7
0.5
0.6
0.5
0.7
1.5

+. .3
+1.8
+1.8
+0.6
+0.9
-1.4
+8.3

+12.4
+2.0
-5.1

-10.2

-0.2
+0.1
+0.1
+2.2
-1.8
-0.2
-0.2
+0.7
+1.2
-1.7
+1.9

+0.2
-0.2
+0.1
-0.1
+0.2
+0.8

9.5
3.1
4.9
3.7
3.2
3.5
1.4
3.4
4.5
5.9
4.0
3.2

3.5
3.1
3.0
2.4
2.1
1.4
1.44
1.3
1.1
1.16
1.2
1.6

0.6
1.2
1.0
1.14
1.1
1.2
0.8

-6.4
+1.8
-1.2
-0.5
+0.3
-2.1
+2.0
+1.0
+1.4
-1.9
-0.8

+0.4
-0.1
-0.6
-0.3
-0.6
+0.04
-0.14
-0.2
+0.06
+0.08
+0.4

+0.6
-0.2
+0.14
+0.04
+0.1
-0.4
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TABLE XIII (continued)

Trade Shares with Major Donors
Imports Exports

Country Year Percent Shift Percent Shift

Sweden

West Germany

Japan

1970
1971
1972
1973
1974

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

1963
1964
1965'
1966
1967
1968
1969
1970
1971
1972
1973
1974

0.9
2.0
3.6
2.3
1.5

2.4
4.0
3.7
4.3
7.3
5.5
5.7
8.6
4.3
5.4
3.1
7.2

4.1
4.5
5.6
6.1
6.2
7.1
7.4
9.3
7.5
7.9
8.2
8.8

8.4
11.7
6.5
4.6
4.9
8.6
8.4
7.3
6.2
6.24
8.9
9.1

-0.6
+1.1
+1.6
-1.3
-0.8

+1.6
-0.3
+0.6
+3.0
-1.8
+0.2
+2.9
-4.3
+1.1
-2.3
+4.1

+0.4
+1.1
+0.5
+0.1
+0.9
+0.3
+1.9
-1.8
+0.4
+0.3
+0.6

+3.3
-5.2
-1.9
+0.3
+3.7
-0.2
-1.1
-1.1
+0.04
+2.7
+0.2

1.3
1.2
1.7
2.1
1.3

6.2
8.0
5.3
6.7
4.3
5.8
8.4
9.3
7.3
6.0
7.4
7.4

6.8
7.7
6.2
6.1
4.8
4.5
3.5
4.6
3.8
5.4
6.2
5.7

0.3
3.6
1.9
5.2
3.9
6.8
3.3
5.7
2.6
3.3
3.6
3.4

+0.5
-0.1
+0.5
+0.4
-0.8

+1.8
-2.7
+1.4
-2.4
+1.5
+2.6
+0.9
-2.0
-1.3
+1.4
0

+0.9
-1.5
-0.1
-1.3
-0.3
-0.1
+1.1
-0.8
+1.6
+0.8
-0.8

+3.3
-1.7
+3.3
-1.3
+2.9
-3.5
+2.4
-3.1
+0.7
+0.3
+0.2

l
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TABLE XIII(continued)

Trade Shares with Major Donors
Imports Exports

Country Yearf Percent Shift Percent Shift

Italy

Britain

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974

1.7
1.8
3.8
1.3
3.3
4.3
3.0
4.2
3.8
4.7
2.2
1.9

23.9
23.3
21.9
22.3
29.0
27.7
27.0
21.2
20.2
16.6
15.7
11.1

+0.1
+2.0
-2.5
+2.0
+1.0
-1.3
+1.2
-0.4
+0.9
-2.5
-0.3

-0.6
-1.4
+0.4
+6.7
-1.8
-0.7
-5.8
-1.0
-3.6
-0.9
-4.6

2.6
.2.3
1.7
1.71
2.2
2.6
3.0
3.9
2.8
2.1
2.0
2.6

30.2
28.7
24.2
25.1
28.0
23.8
21.1
21.8
23.7
14.2
10.2
14.4.

-0.3
-0.6
+0.01
+0.5
+0.49
+0.4
+0.9
-1.1
-0.7
-0.1
+0.6

-1.5
-4.5
+0.9
+2.9
-4.2
-2.7
+0.7
+1.9
-9.5
-4.0
+4.2

9- 1 5 4

Source: This data is adapted from Table XI and Table XII.

i I
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trade relations with some donors remained small. However,

Tanzania had a favorable balance of trade from 1963 to 1969

realizing a surplus of U. S. $206.4 million. However, this

changed to a deficit of U. S. $600 million from 1970 to

1974. Apart from China, countries which were most impor-

tant partners of Tanzanian external trade were Britain,

West Germany, the United States, Japan, and Italy.

The economic life of Tanzania is mainly dependent upon

agricultural output with a significant emphasis on commodity

production and world trade. To Tanzania, foreign trade is

very important. For example, one can assess Tanzania's de-

pendence on the world market by looking at its exports as a

percent of gross domestic product (see Table XIV).

In the decade prior to 1974, Tanzania has made con-

siderable progress in promoting foreign trade. There are

two characteristics which are worth noting. First, in the

1962 to 1972 period, exports of agricultural products showed

a marked increase. This may be considered as a reflection

of the sectoral growth of agriculture. Second, since in-

dependence, Tanzania suffered a fairly steady deterioration

in its terms of trade. This unfavorable balance of trade

amounted to U. S. $102 million in 1973 and U. S. $372 mil-

lion in 1974. However, had foreign aid been eliminated,

there would have been an increased deficit.
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TABLE XIV

EXPORT AS A PERCENT OF GROSS

1964-1974

DOMESTIC PRODUCT

Gross Domestic
Products
In TShs

5651

5773

6514

6973

7128

7259

7680

8005

8502

8788

8995

Value of
Exports
In Tshs

1497.26

1398.01

1836.40

1699.32

1620.78

1685.04

1699.32

1792.14

2277.66

2470.44

2770.32

Export As
A Percent of Gross
Domestic Product

26.6

24.2

28.2

25.1

22.7

23.2

22.1

22.4

26.8

27.9

30.8

61

Period

1964

1965

1966

1967

1968

1969

1970

1971

1972

1973

1974

Source: Adopted from Table XI and Table XXV.

Foreign Exchange TShs 8.14 .U.S . - $1. 00

I v . .. 1 .1 1 . It
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Money, Credit, and Price

The Development of the Monetary System: Until the

creation of the Central Bank of Tanzania in 1966, the mone-

tary system included the commercial bank as well as the

East African Currency Board. Tanzania shared a common cur-

rency with Kenya and Uganda. The currency was managed by

the East African Currency Board which was a colonial insti-

tution established in 1919 by the British government. The

task of the Board was to issue and redeem East African cur-

rency in the purchase and sale of sterling. The aim of the

Board was also to provide a simple monetary mechanism for

the colonies, and one which forced savings to be invested

ultimately in securities of the United Kingdo. government

(15, p. 180).

Under the EACB systen currency was redeemed with an equi-

valent reduction in sterling. There was, there efore, a one-

for-one correspondence between changes in currency supply

and changes in sterling reserves of the Curre cy Board (16,

p. 35). The East African Currency Board had no power or

control over the movements of funds between Britain and

East Africa while at the same time the value f the East

African shilling was rigidly tied to that of terling and

there was no question of the value of the two diverging in

terms of each other's currency, (16, p. 47).

There was some significant contributions resulting

from the operation of the East African Currency Board. As

i
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a small dependent economy, Tanzania was able to avoid the

problem of setting up and managing an independent monetary

system. The Currency Board required that the East African

shilling be pegged to sterling and it was mandatory for that

currency to be covered at least 100 percent by foreign-owned

sterling assets. With sterling as a strong international

trading and reserve currency, the shilling enjoyed the ad-

vantages of stability and reliability. In addition, there

was no fear of an over-issue of currency which would cause

inflation (13, p. 136). The East African Currency Board

was without power to expand the currency supply which, in

turn, prevented the colonial government from making exces-

sive use of deficit financing.

There was also some disadvantages in the monetary sys-

tem as exercised by the East African Currency Board. The

Board had no stabilizing effect on the activity of the

economy because it had no discretionary power to increase

or decrease the money supply during those times when it may

have been desirable to do so. Monetary policy was beyond

the power of the East African Currency Board.

Commercial banking in Tanzania was introduced during

the German period. The function of commercial banks was to

finance the export sector of the economy, as well as to lend

money for the financing of export-import and wholesale

trade. During most of their history in Tanzania, the ex-

patriate banks were essentially concerned with the financing
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of trade, and looked upon the encouragement of savings

among the indigenous people and the financing of African

enterprise as a subsidiary activity (15, p. 182).

By February, 1967, any long-term gradualist policy of

increasing public sector participation in the ownership and

control of the means of production was rejected with the

proclamation of the Arusha Declaration and the subsequent

nationalization of the major sector of the economy, includ-

ing the banking sector. The only commercial bank in Tan-

zania is the state-owned National Bank of Commerce with

many branches. This bank replaced the seven groups of pri-

vate banks which were owned by expatriots. This action

brought to an end over 60 years of private commercial bank-

ing in Tanzania and the beginning of a new era of economic

independence (8, pp. 44-45).

The Central Bank of Tanzania was created in June, 1966,

and had as its first task the responsibility of introducing

a new Tanzanian currency to replace the East African cur-

rency formerly in use. The aims of the bank of Tanzania

are to issue currency, to regulate banking credit, to manage

the countries gold and foreign exchange reserves, and to be

an adviser and fiscal agent of the central government (15,

p. 186). Its stated objectives are to ensure the highest

possible rate of growth for the national economy, and to

control the internal and the external value of the currency
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in order to enjoy the advantages of stability and reliabil-

ity (15, p. 185).

Currency

In 1966, a new currency unit was issued to replace the

old East African shilling. The official currency in Tan-

zania is the shilling. The par value of the Tanzanian shil-

ling was fixed at 0.1244114 grams of fine gold or U. S.

$ 0.14 (TShs 7.14 = U. S. $1). At first the bank issued

only its own notes denominated in Tanzanian shillings.

Each shilling is divided into 100 cents. Tanzania is also

a member of the International Monetary Fund.

The Tanzanian money supply has grown continuously at a

slow rate. For instance, between 1972 and 1973, the growth

rate of the money supply was 14.5 percent per annum. How-

ever, in comparison, during the period from 1968 to 1969

there was a growth rate of 20.96 percent per annum. The

Tanzanian money supply increased in velocity during the

period between 1967 and 1973 (see Table XVI).

The increase in velocity may be attributed to the

growth of a wide range of financial intermediaries, and a

tremendous expansion of banking facilities. Still another

factor was the more extensive use of banking by more people

as they were drawn more completely into a modernizing econ-

omy (2, pp. 23-31).
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TABLE XVI

MONEY SUPPLY AND VELOCITY OF CIRCULATION

1967-1973

Money Supply

1537.7

1813.8

2193.9

2619.9

3173.6

3669.7

4203.9

GDP
Transaction
Velocity

I No r

6973

7128

7259

7680

8005

8502

8788

0.023

0.254

0.302

0.341

0.396

0.431

0.478

This Table adopted from

Year

1967

1968

1969

1970

1971

1972

1973

1-51.

Table XV and Table XXV.
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Credit

Over the years, the rates of interest charged by the

National Bank of Commerce are shown on Table XVII. The Na-

tional Bank of Commerce in Tanzania, like any commercial

bank, acts as a middle-man between industries and other

quasi-state institutions by processing financial transac-

tions between them.

The assets and liabilities of the bank are shown in

Table XVIII. As may be seen from the Table, total liabili-

ties and capital accounts of the National Bank of Commerce

increased from TShs 1,327.3 million in 1966 to TShs 5,198.2

million in 1974. The corresponding figures for demand de-

posits were TShs 621.6 million to TShs 2,239.0 million

respectively (see Table XIX). Those for time and savings

deposits were TShs 303.5 million in 1966 to TShs 1,257.5

million in 1974 (see Table XIX).

The Table reveals a rapid increase of the demand deposits

and time and savings deposits. One significance is in the

people's banking habits and also their way of keeping savings.

Another aspect is the deposit promotion program of the National

Bank of Commerce coupled with the NBC expansion program which

has increased extended banking facilities to previously

neglected areas, especially rural areas (2, p. 24). Finally,

the growth in national income has undoubtedly led to more

savings and time deposits.
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TABLE XVII

TANZANIA NATIONAL BANK OF COMMERCE INTEREST RATES

1968-1973

Deposits

Savings

Time

7 days notice

3-6 months
notice

6-9 months
notice

9-12 months
notice

*Lending

1968

3.50

3.00/
3.50

4.00

4.25

4.50

6.50/
10.00

1969

3.50

3.00/
3.50

4.00

4.25

4.50

6.50/
10.00

1970 1971
.- - _______ -

3.50

3.00/
3.50

4.00

4.25

4.50

6.50/
10.00

3.50

3.00/
3.50

4.00

4.25

4.50

6.50/
10.00

1972

3.50

3.00/
3.50

4.00

4.25

4.50

6.50/
10.00

1973

4.00

3.00/
3.50

4.00

4.25

4.50

5.00/
10.00

Source: Bank of Tanzania Economic and Operations Report,
June, 1973.

*The lowest interest rate charged by the bank to registered

villages and Ujamaa Villages.
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TABLE XIX

NATIONAL BANK OF COMMERCE DEPOSITS

1966-1974

Year Demand Time Savings Other Total*

1966 621.6 163.0 140.5 2.3 927.3

1967 680.4 206.0 141.6 5.1 1033.1

1968 768.8 356.7 159.-7 3.3 1288.5

1969 931.8 479.8 177.3 6.7 1595.6

1970 980.4 615.9 205.9 8.0 1809.5

1971 1192.1 779.4 215.7 15.6 2202.9

1972 1257.6 941.0 269.7 20.7 2489.0

1973 1662.0 1008.5 332.3 16.8 3019.6

1974 2239.0 852.0 405.5 24.0 3520.5

Source: Bank of
p. 41.

Tanzania, Economic Bulletin, December, 1976,

*There is a discrepancy in the sources between Commercial Bank
Deposits in Table XVIII and the total Commercial Bank Deposits
in Table XIX.
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Loans: The creation of the National Bank of Commerce

in Tanzania had an effective role in the extension of loan

services to several major sectors of the economy. There are

10 major economic categories to which the National Bank of

Commerce loaned funds: public administration, agricultural

production, mining and manufacturing, building and construc-

tion, transportation, tourism, marketing of agricultural

produce, export of produce, trade, and certain specified

financial institutions such as the Rural Development Bank

and Tanzanian Investment Bank.

Table XX shows loans given to three major sectors of

the economy: agriculture, trade, and mining and manufactur-

ing. Loans by commercial banks over the period from 1962 to

1974 showed a continuous increase. From 1962 to 1974, loans

extended to agriculture as well as trade and mining and man-

ufacturing rose sharply, particularly in 1974. Loans to

agriculture amounted to TShs 1,093.9 million in 1974, an in-

crease of TShs 437.4 million over 1973. Loans to trade

amounted to TShs 938.1 million in 1974, an increase of TShs

353.8 million over 1973. Loans to mining and manufacturing

amounted to TShs 627.8 million in 1974, an increase of TShs

263.4 million over 1973. On the other hand, the percentage

of loans to agriculture rose from 35.8 percent in 1967 to

40.5 percent in 1972. This figure declined by 1974 to 37.7

percent. Loans to trade rose from 34.8 percent in 1967 to

39.9 percent in 1971. By 1974 it showed only 32.0 percent.
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There was also an indication of shift in loan exten-

sions. For example, loans for agricultural production

declined from TShs 102.1 million in 1967 to TShs 88.5 mil-

lion in 1973, while there was an increase in loans for

agricultural marketing from TShs 190.9 million in 1967 to

TShs 977.5 million in 1974. In other words, the marketing

of agricultural produce has traditionally received the larg-

est share of the bank loans. In reality, advances to this

sector grew from about 23 percent of bank credit in 1967 to

about 34 percent of bank credit in 1974. Industry, com-

prising manufacturing and mining, increased its share of bank

credit from 14 percent in 1967 to 21.7 percent in 1974.

Price

As indicated in Table XXI, retail prices in Tanzania

showed a continuous increase between 1971 and 1974. With

1966 taken as the base year, the index for minimum-wage

earners reach 226 percent in 1974, or a 126 percent in-

crease over 1966. The same time index for middle-grade

civil servants, withl965 taken as the base year, reached

181 percent in 1974. The average annual rate of increase

was 53.5 and 38.75 percent respectively over the four-year

period. Both wholesale and retail trade rose sharply be-

tween 1971 and 1974. For example, with 1966 taken as the

base year, the index reached 223 percent in 1974, or an 86

percent increase over 1971. On the whole, price increases



76

Ln N sr o -1 O o
co ( o o r c oo

c) LO co Co 00 ) (N [C-

N -i N (N (N C) C) C)

LC) -I 0 0 r (N 0O0

(N r-I C (N { r - 4
v-l ri -v-I

(f

0

U

H

H
U)

z

H

z

z

H

U)

0

U)

z

H

C

0

--- 00 0 r-I (N C M
.0 '.0 '.0 C- I> I> N C>
o3 a3 0' cr3 C' a' a' a'
s-I r-1 r-I r-I rI r-I r-i r-i

Q)

0

-H

,.r4

y C

O H

C

E
rd
p )
0

E-H

Q
:C

at;
E-H

w

-p
0

H

H

rO$
C
-H
ro

p

E)

c)
ro
0
0
0

H

-a

(El
U

14-I

C

0r
0 0
04 M

104L

o r- to o u L O0o
) mm00iO NO. . . . . . . .

ra v--Iv v-IvIovH

O c o0) 01) CO u vO-I

-a L 0 0 "s t 0 "r-0

fr - to on t~r C'mr
oOLON-mo~Ov-

C03 N 1.Ec ' r-1 N
r- r-i r-i C'1M r-I CNJ r-

DO 4 C C J NC ' CVNC

-- i mr c o N r a m

N O-D -rri -1
OC')v-NOI

0H

C

t

,.'4

z
O
H
H

E-
H

H

Z
U

a

v-I a to 0 v-I '4) 0) ')

"o "ooe s r s " C"
r-' 00 (Nt d' 0 C0 0v-I 0\ (3s .r C) eI (N o0
O O0 0 (Y) U I) 0 CO

v-I v-I r-i r-I r-i (N

H

H

r

H
0H I

v-I

'v-I

0

-P -H
HI-)

-H rtj
siO

H c
Cd -H

- - r o
E o

"

0

H

E-

rC

H

04
rO

-Q
to

-H

,C

-H

rc
0

-H

s-I



77

have resulted from shortages of several commodities, and

the shortages, in turn, have affected both supply and distri-

bution systems (8, p. 55).

Monetary development during the last decade prior to

1974 was characterized largely by expansion of loans to the

public sector (8, p. 172). The essential role of finance

in the general development of the country's economy has been

described as follows:

To bring about an all-round development of the
economy in a full-fledged manner it requires among
other things, immense financial resources. Eco-
nomic growth, of course, is primarily a real phe-
nomenon and is naturally dependent on real factors.
It is only the increase in real resources, their
effective mobilization and their efficient invest-
ment that can be expected to maximize the rate of
economic expansion. Money by itself cannot pur-
chase growth in real output. Though finance is by
no means a substitute for real resources it has a
crucial role in economic development as it places
at the command of those who have the technical
skill and entrepreneurial talent but lack the
means, the necessary wherewithal and sinews of
development. One of the primary tasks in the
process of development is to mobilize the finan-
cial resources of the community and to channel
them towards productive investment. Further, a
free flow of finance among all the arteries of
the body-economic is absolutely necessary to en-
sure the growth of the economy to its full stature
(13, p. 14).
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CHAPTER IV

DEVELOPMENT PLANNING

Before independence, several development plans had

been made for Tanganyika (Tanzania). In 1960, the Three

Year Development Plan was drafted by the colonial ruler for

the newly-independent government. The plan was designed to

cover the period from 1961-1964. In the meantime, in March

of 1963, the independent government organized the Director-

ate Planning Agency, which was to be the sole agency for

studying and analyzing economic affairs in collaboration

with TANU leaders and the National Executive Council. After

the formation of this planning directorate, the First Five-

Year Development Plan was presented to the government of

the United Republic of Tanzania. The Plan was expected to

cover the period from 1964 to 1969. Subsequently, the

Second and Third Five-Year Plans were drafted to cover the

periods from 1969 to 1974 and 1976 to 1981. The current

development plan is the Third Five-Year Plan through which

the government is trying to achieve its goals.

The need for development of Tanzania is described in

the following manner:

Our people wanted independence for two reasons:
to establish their human dignity and self-respect;
and to get an opportunity to create their own

81
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future. Independence asserted our dignity and
established our opportunity. The opportunity has
now to be used, and our national pride has to be
given the basis of healthy, educated and prosper-
ous people. The Five-Year Development Plan out-
lines the way forward towards these objectives
(16, p. 213).

The passage describes the value of political freedom

and its essential role in bridging the gap between social

and economic objectives.

The Three-Year Development Plan 1961-1964

The Colonial Administration that had ruled Tanganyika

(Tanzania) for many years had never tried to formulate a

major development plan. There had been several development

plans for Tanganyika which were drafted only at the regional

level and which had often been discarded. During the final

phases before Tanganyika's independence, the colonial author-

ities prepared the Three-Year Plan in order to steer the

economic development of the newly-emerging independent

government (12, p. 45).

The Plan was designed to accomplish goals in three

areas: (1) to develop agriculture, water supplies and ir-

rigation, and the livestock industry, (2) to develop the

construction of a truck road system, and (3) to develop sec-

ondary and technical education (11, p. 30). In these in-

stances, the Plan placed emphasis on productive and infra-

structure improvement.
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In the Three-Year Plan, development spending was di-

vided into different areas such as spending for agricultural

development, livestock raising, forestry, game and preser-

vation of wildlife, industry and mining, construction,

power, water supply and irrigation, and social services in-

cluding administration. According to the Plan projection,

the total outlay for the Plan amounted to TShs 480 million

(about U. S. $69 million), to yield a rate of growth of in

come of five percent per annum (15, p. 9).

In financing the Plan, it was expected that 79 percent

of the total fund would be received from foreign countries;

of this figure, half were expected to come in the form of

grants and half from foreign investment. The additional 21

percent was expected to have been raised internally (12,

p. 45).

During the Three-Year Plan period, sectoral distribu-

tion of planned investments were low in the directly-

productive sector of the economy. For example, agriculture,

livestock raising, forestry, game and preservation of wild-

life, and industry and mining accounted for 20.8 percent of

the total investment. The economic infrastructure sectors,

construction, power, water supplies and irrigation accounted

for 40.9 percent. Social infrastructure, including admini-

stration, received 38.3 percent (12, p. 46).

While the economy as a whole showed growth in real

terms, agriculture was the income-generating sector. As
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shown in Table XXIII, a reduction in relative contribution

of primary production from 60 percent to 50 percent in 1970

was a clear indication of a shift from agriculture to in-

dustrial activities. While this emphasis was made, the

growth of industry was still presumed to be dependent on

the expansion of the domestic market which in turn depended

on increased agricultural production. The Three-Year Plan

by the end of 1963 achieved a 7.2 percent growth rate for

agriculture (6, p. 17).

The Three-Year Plan lacked comprehensiveness. The

Plan did not call for the major structural changes in the

economy thought necessary for a commitment to modernity.

There were difficulties within the period in question which

were common to countries who had been under colonial rule.

In the case of Tanzania, the lack of trained personnel and

the delay in receiving foreign grants on time had been the

development program's major problem. In addition, the Plan

failed to satisfy the political desires of the newly-

independent government. As the former Minister for Develop-

ment Planning Nalb Swai put it:

[Planning is]. . . clearly the most effective
method of achieving the desired result since it
is essentially a means of organizing all human
and material resources to achieve within a given
period maximum development possible in accordance
with the social and political aims of the country
(2, p. 278).

It seems that the Plan and its content was worthwhile

in the eyes of Tanzania's leaders. Weaknesses in the



85

TABLE XXIII

COMPARISON OF ACTUAL AND PLANNED STRUCTURES OF GDP

(In Percentages)

1960-62 1970 1980
Average Target Target

Primary Production (including mining) 60.0 50.0 39.0

Industrial Activities 13.0 19.4 26.7

Of Which: Manufacturing & Processing 4.0 7.5 13.3

Basic Facilities 5.6 6.3 7.1

Construction 3.4 5.6 6.3

Tertiary Services 27.0 30.6 34.3

Source: Rweyemanu, J., "Development Planning in the United
Republic of Tanzania," Economic Bulletin for Africa,
XII (November, 1976), p. 47.
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execution of the Plan, however, provided the pretext for its

eventual rejection (2, p. 278).

The First Five-Year Development Plan 1964-1969

The Three-Year Plan, which was rejected by the govern-

ment, led to the independent government's formulation of the

First Five-Year Plan. The striking difference between the

Three-Year Plan and the First Five-Year Plan was that the

latter, formulated by the independent government, was the

first plan broad enough to encompass a wide range of develop-

ment objectives.

There is a basic similarity in the economic and social

problems which confront all developing countries. Tanzania's

development plan placed emphasis upon agriculture and upon

the development of the industrial sector. In addition,

physical production targets had been established for pri-

mary products such as agriculture, which was expected to

grow seven percent per year and industry which was expected

to grow 13 percent per year (6, p. 31). A target was set

for the growth of real gross domestic product at 6.7 per-

cent for the entire plan period (12., p. 47).

The First Five-Year Development Plan from 1964 to 1969

was a "comprehensive plan" for social and economic develop-

ment and was prepared by French economists together with

TANU leaders, technical planners, and the National Executive

Council (12, p. 46). When the Plan was introduced, it was
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regarded as the first stage of a general attempt to reduce

inequalities and expand opportunities for the population as

a whole (4, p. 89). The aim of the Plan was to campaign

against three common enemies o developing countries:

poverty, ignorance, and disease.

The Plan's long-term objectives included a fifteen-

year goal that by 1980 would raise the per capita income

from TShs 386 per annum to TSh 900 per annun and increase

life expectancy and manpower self-sufficiency (12, p. 58).

During the First Five-Yea Plan, investment was U. S.

$668.1 million allocated as folLows: 30.1 percent for so-

cial infrastructure plus urban and housing development; 25.2

percent for industry; 14 percent for commerce; 15.7 percent

for agriculture; and 15 percent for economic infrastructure.

Investment was heavily directed to the building of both so-

cial and economic infrastructure (see Table XXIV).

As Table XXIV indicates, he private sector was to make

a larger contribution than the public sector toward achieve-

ment of the Plan, primarily in providing the great bulk of

industrial and commercial inve tments. Government was to

be particularly important in financing the transformation

of the rural areas and their s cial structures, a task which

the private sector was deemed unable or unwilling to do.

Implementation of the Fir t Five-Year Plan did not pro-

ceed as expected because, like the Three-Year Plan, it

demonstrated both a lack of so histication as well as
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indecisiveness on the part of Tanzanian leadership. At the

end of 1969, Tanzania's agricultural, hunting, forestry,

and fishing activities were to account for 42.5 percent of

the GDP in 1966 constant prices (see Table XXVI). Agricul-

ture had grown by three percent per year and continued to

dominate the economy (7, p. 59).

The Plan produced many policy statements on agricul-

ture, power, education, health, defense, industries, trans-

portation, commercial development, cooperatives, and the

common market. Agriculture remained the foundation of the

economy, and, as can be seen from Table XXV, agricultural

production remained somewhat constant during the entire plan

period. The same constancy may be observed for manufactur-

ing and mining. Industry operated at about 50 percent of

capacity, with certain key industries like cement, fertili-

zers and steel rolling below that. With some exceptions,

e.g., tires and textiles, the quality of output was suit-

able for the domestic market. In addition, it was estimated

that productivity per worker fell from TShs 18,870 in 1967

to TShs 16,540 in 1974 at actual prices (13: p. 324). The

decline in productivity per worker was cited as another ele-

ment which contributed to the poor performance of both agri-

culture and industry. The Tanzanian government blames the

weak economic performance of the First Five-Year Plan on

the lack of foreign aid which did not prove to be as forth-

coming as had been expected. In addition, there was a
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shortage of skilled and professional staff as well as con-

straints on fund availability in the public sector (1, p.

988).

Tanzania achieved significant improvements in the field

of social services. Examples are an alteration in its sys-

tem of public education and the establishment of many health

centers. The government, in responding to educational

needs, encouraged expansion of primary, secondary, post-

secondary, and technical education. Moreover, the Education

Act of 1969 placed all government and public schools under

the management and administration of the Director of Na-

tional Education p.0, p. 50) . In the 1969 Act, the Director

was given the responsibility of approving fees set by the

private schools. With the stress and expansion of primary

education, student numbers rose from 825,000 in 1967 to a

little above two million in 1974 (IQ p. 167). Another

achievement in the field of social services was an increase

in the number of small-scale rural health centers. As a re-

sult of better health facilities and nutrition, life expec-

tancy has gone up from 35 to 47 since 1962 (13, p. 319).

Tanzania was successful in implementing its basic social

services.

Other aspects of the social and economic infrastruc-

ture such as development of good urban water supplies, irri-

gation, transportation and river development programs

received greater emphasis under the First Five-Year Plan.
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To promote rural equality, the government carried out im-

proved water development programs for small ujamaa villages

(4, pp. 85-88). In the field of transportation, the main

emphasis of the First Five-Year Plan was on improving north-

south communication between Kenya, northern Tanzania, and

the capital. Improvement was made in road and rail links

with the East African community (EAC), particularly with

Kenya. In addition, communications between Zambia and Tan-

zania were given top priority, and this policy continued

during the Second Five-Year Development Plan (1, p. 988).

Africa is the least integrated continent in terms of trans-

port and communication. Building of intra-African roads

and rail links are an essential element in expanding eco-

nomic and social integration between many African states.

It will also contribute to an expansion of markets for

locally-produced commodities.

Considering Tanzania's economy as a whole, the GDP has

grown remarkably during the First Five-Year Plan. The 1969

GDP in 1966 constant prices was recorded at TShs 7,259 mil-

lion, distinctly more than the 1964 level of TShs 5,651.

From 1964 to 1969, the GDP grew annually by five percent

(10, p. 65), somewhat below the targeted growth rate of 6.7

percent. Table XXV shows the gross domestic product by

kind of economic activity. The sluggish growth in agricul-

ture and industry, as indicated in the Table, seems to be
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related more toward the low level sectoral expenditure than

toward the infrastructure.

By the end of the plan period, President Nyerere an-

nounced that the Plan had accomplished 75 percent of its

objectives. He also emphasized that the First Five-Year

Plan had anticipated that 75 percent of the cost of the Plan

would come from foreign sources and this did not occur. It

was the inability to depend on foreign aid that led to the

Arusha Declaration (3, p. 117). The First Five-Year Eco-

nomic Development Plan, conlcuded in 1967, was regarded as

having fallen short of its objectives.

The Second Five-Year Development Plan
1969-1974

The Second Five-Year Economic Development Plan was

formulated in the light of long-term objectives similar to

those of the previous plan, and was drafted subsequent to

the country's adoption of its development manifesto, the

Arusha Declaration. The Plan was designed to achieve a 6.5

percent annual growth rate in gross dome tic product from a

total investment of U. S. $1.1 billion (.5, p. 10). The

aims of the Plan were to make important changes in rural

Tanzania, to diversify agricultural commodities production,

and to expand the big push approach of President Nyerere's

self-reliance program of "Ujamaa" villag s, a movement of

rural people into villages. Under such program, the

government hoped to provide more efficient services to
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people grouped into villages in contrast to people living

widely separated throughout the countryside. The results

of the program were encouraging as indicated by the 3.5

million people living in 5,500 Ujamaa villages by 1974 (10,

p. 232).

The Plan proposed a growth rate of 7.6 percent per

annum in monetary gross domestic product. It also targeted

a growth rate of three percent per year in subsistance agri-

cultural production. Achieving the 7.6 percent rate in GDP

would require a growth of seven percent a year in agricul-

tural marketing output and 10 to 13 percent a year in manu-

facturing output (12, p. 49).

During the plan period, the government assigned agri-

cultural investment expenditures totalling U. S. $88.9

million to diversifying agricultural production. The Plan

also anticipated an impressive investment of about $271

million in some 385 industrial projects (15, p. 11). Spend-

ing on industry was anticipated to be about three times

greater than spending on agriculture. Agriculture, the

backbone of Tanzania's economy, represented 37.2 percent of

the GDP in 1974. This was more than the manufacturing sec-

tor which was only 10 percent. However, in comparison, dur-

ing the period 1969 there was a slower growth for manufac-

turing than agriculture. Mining and quarrying declined

from 1.8 percent in 1969 to .7 percent in 1974. The weak
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performance of the economy as Table XXVI reflects may be

related to a lack of central authority over sectoral expen-

ditures.

Table XXVII demonstrates that on a base year of 1966,

industrial production showed greater progress, with indices

of 151 in 1970, 182 in 1971, 211 in 1972, 234 in 1973, and

283 in 1974. With 1961-1965 as base year, the index of

food production in 1970 was 120, 121 in 1971, 126 in 1972,

117 in 1973, and 115 in 1974. In the same period, food

production per capita was 100 in 1970, 98 in 1971, 100 in

1972, 90 in 1973, and 95 in 1974. Table XXVII shows that

food production remained relatively constant between 1970-

1974.

In the Second Five-Year Plan period, there were some

bottlenecks in the economy caused by growing; inflation, the

great increase in the price of petroleum, and poor harvests

in 1973-1974 due to the worst drought in years. The 1973-

1974 drought forced Tanzania to import massive quantities

of foodstuffs which resulted in a devastating effect on the

economy.

The Second Five-Year Plan was completed in 1974 with

very few encouraging results. GDP in 1966 constant prices

increased from TShs 7,259 million in 1969 to TShs 8,995

million in 1974. Estimated per capita income also rose

from U. S. $88 in 1969 to U. S. $143 in 1974 current prices.
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TABLE XXVII

INDEXES

(1961--65 = 100*)

Total Food
ProductionYear

Food Production
Per Capita **

Industrial
Production

Index 1966 = 100

1970 120 100 151

1971 121 98 182

1972 126 100 211

1973 117 90 234

1974 115 95 283

Sources: The Agricultural situation in Africa and West Asia,
Washington, D.C.: 1974-1975, p. 42; and 1975-1976,
p. 58. "Tanzania," Foreign Economic Trends and
Their Implications for the United States, 1973, p. 2;
1975, p. 2.

*The index of total agricultural production for Tanzania is
based on production in 32 African countries for which indexes
have been prepared.

**Many of the estimates of production and food production in
African countries may not be as reliable as those in most other
regions because of insufficient data.
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A good part of the gains, however, were offset by infla-

tion, especially in the 1973 to 1974 period (see Table XXX).

Agricultural production continued to lead in its rate

of progress, even though industry progressed further in the

Second Five-Year Plan than it did in the First Five-Year

Plan. In addition, the Second Five-Year Plan has placed

greater emphasis on social services like education, health,

water development, and transportation, all which were to

receive a large percentage of plans investment expenditure.

The Second Five-Year Plan achieved 4.8 percent growth of

GDP which was considered to be slow growth (10, p. 65).

The Plan had also envisioned a further pursuit of so-

cial and economic justice, the latter primarily through

forms of income distribution. Considerable changes were

made in the distribution of wealth by providing higher

wages for individuals who had received low wages in the

pre-Arusha period. One important step was a freeze on

salaries of senior civil servants (12, p. 63).

Outline of the Third Five-Year Plan
1976-1981

The formulation of the Third Five-Year Plan was one of

a three-part 15-year government commitment for the Economic

Development Program. The Plan laid emphasis on the produc-

tive sectors such as agriculture, industry and mining. The

Plan is expected to create a modern economy capable of
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self-generating and self-sustaining growth (14, 1976,

p. 5).

The Third Five-Year Plan is different from the two pre-

ceding five-year plans in that it represents a shift away

from an emphasis on social and economic infrastructure ex-

penditures which had been the major focus of previous plans.

This Plan seeks to create greater domestic resources for

manufacturing goods for domestic consumption. During the

plan period, the areas receiving the most attention for

development are light industries and the processing of

agricultural commodities for export. The Plan also recog-

nizes that the necessary priorities for industrial develop-

ment and expansion are (a) textiles, sisal, and leather,

(b) metal industries and products, and (c) food and bever-

ages (7; 14, pp. 5, 7). In addition, the Plan places the

targeted yearly growth of GDP at six percent. It also sets

up rates of growth for separate sectors such as agriculture,

5.1 percent; mining, 9.3 percent; manufacturing, 9.3 per-

cent; water and power development, 10.0 percent; construc-

tion, 6.4 percent; transport and communication, 6.5 percent,

and all other sectors, 5.6 percent. To realize these growth

targets, the Plan forecasts sectoral investment amounts (in

millions of U. S. dollars) as follows: agriculture, $389.3;

mining, $67.2; manufacturing, $567.2; water and power de-

velopment, $185.0; construction, $171.9; transport and com-

munication, $481.4; and all other investments, $758.9.
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The total monetary investment in Tanzania is estimated at

$2,720.9 million (l4, p. 7) .

The Plan also calls for an impressive expansion in

agriculture both in terms of yield and acreage. Maize,

wheat, sugar cane, coffee, tea, tobacco, and pyrethrum cul-

tivation will be increased. Agricultural specialization by

region is to be adhered to firmly, e.g. , millet/sorghum

would be grown only in the drier areas of the country (14',

p. 8).

Whether or not this ambitious series of Five-Year

Plans can be achieved in future years is a matter of indi-
vidual judgment. It is unlikely, however, that the Plans

will succeed in totally escaping the bottlenecks and other

difficulties encountered in earlier plans.



CHAPTER BIBLIOGRAPHY

1. Africa South of the Sahara, London, Europa Publications
Limited, 1976.

2. Bienen, Henry, Tanzania Party Transformation and Eco-
nomic Development, New Jersey, Princeton Univer-
sity Press, 1967.

3. Civille, John R. and William Redman Duggan, Tanzania
and Neyerere: A Study of Ujamaa and Nationhood,
New York, Praeger Publishers, 1976.

4. Clark, W. Edmund, Socialist Development and Public In-
vestment in Tanzania, Toronto, University of
Toronto Press, 1978.

5. The Economic Development of Tanganyika, Report of the
International Bank for Reconstruction and Develop-
ment, Dar-es-Salaam, Government Printer, 1960.

6. Farer, Tom J., editor, Financing African Development,
Massachusetts, MIT Press, 1965.

7. Hansen, Susan P., "Basic Economic Data on the Economy of
East Africa (Kenya, Tanzania, Uganda) ," Overseas
Business Report, No. 1-40 (June, 1972), 1-52.

8. Ingle, Clyde R., From Village to State in Tanzania: The
Politics of Rural Development, Ithaca, Cornell
University~Press, 1972.

9. Kaplan, Irving, editor, Tanzania: A Country Study,
Washington, D. C., Government~Printing Office, 1978.

10. Kumtz, S. Laura, Historical Dictionary of Tanzania, Lon-
don, The Scarecrow Press, Inc., 1978.

11. Rutman, Gilbert L., The Economy of Tanganyika, Washington,
Praeger Publishers, 1968.

12. Rweyemamu, J., "Development Planning in the United Re-
public of Tanzania," Economic Bulletin for Africa,
XII (November, 1976), 45-46.

13. Snyge, Richard, editor, African Guide, Hong Kong, Afri-
can Guide Company, 1978.

103



104

14. "Tanzania," Foreign Economic Trends and Their Implica-
tion for the United States, Washington, D.C.,
Government Printing Office, 1977.

15. Toler, Raymond M., "Digest of African Countries' Eco-
nomic Development Plans," Overseas Business
Report, Nos. 1-39 (June, 1971), 1-25.

16. U.N. Economic Commission for Africa, A Survey of Economic
Conditions in Africa, New York, United Nations
Publications, 1968.



CHAPTER V

DETERMINANTS OF ECONOMIC GROWTH

There are several basic factors which contribute to

the economic growth of nations, i.e., population, an in-

crease in capital stock, improvement of technology, natural

resource production, development of human capital, and ef-

fective political and economic policy.

Population

It is important to note that excessive population in-

creases may be a drag on the economy, if population increases

at a greater rate than production. In Tanzania, the popula-

tion is growing at a higher rate than the economy can

accomodate. From the period 1964 to 1973, the growth of

GDP in real terms grew at an annual average rate of 4.5 per-

cent in contrast to projects of the First Five-Year Plan

(1964-1969) of 6.7 percent and the Second Five-Year Plan

(1969-1974) of 6.5 percent. This result was measured against

the annual rate of population growth of 2.7 percent, which

indicated that real per capita product grew only at 1.8 per-

cent a year (3, p. 172). Population growth could increase

the available manpower for production purposes or it can

slow the rate of economic growth by impairing total savings

and capital formation.

105
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Development of Human Capital

The development of human capital is an important fac-

tor in the growth and development of an economy. Human

resources are believed to develop in many different ways.

Examples include formal education and training which evi-

dently Tanzania considered in earlier development plans.

Some theorists, who emphasize human resources development,

often mention other processes beyond education and train-

ing which help upgrade the quality of manpower, such as

meaningful progress in the health of the working population

through better medical and public health programs and im-

provements in nutrition. The development strategy of Tan-

zania has embraced the improvement of human capital.

Capital Formation

Another determinant of growth is capital formation.

Tanzania has had a fair measure of success in this regard,

which must be considered as a necessary condition to an in-

crease in the rate of economic growth. The percentage of

gross domenstic product which went into capital formation

in the 1972 figures was 28 percent. Simon Kuznets, in an

early study, found that historically the gross capital for-

mation ratio of rich countries was 21 percent of gross

domestic product, while of poor countries it was approxi-

mately 14 percent (7, p. 4). While the validity of Tan-

zanian statistics may be open to question, in terms of
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Kuznets' study, the country has achieved notable success

with regard to capital formation (see Table XXVIII).

Technology

The United Republic of Tanzania has long been a recip-

ient of technical assistance from several countries, e.g.,

China, Sweden, United States, West German, Britain, and

other countries. To assist in the development of agricul-

ture irrigation, experts and general agriculture personnel

were sent to Tanzania from mainland China. Survey teams

were sent to conduct studies of historical and social changes

in Tanzania since 1800. In addition, the Chinese sent ma-

chinery personnel, police training personnel, teams of medi-

cal personnel, construction personnel, personnel to manufac-

ture smallpox and tuberculosis vaccines, farm implement

personnel, farm management personnel, shoe manufacturing

personnel, dam construction engineers, water supply engi-

neers, radio technicians construction engineers to work on

the building of the Tanzania-Zambia railway, and finally,

marine personnel to operate ships of the Chinese-Tanzanian

joint shippling line (7, p. 111).

The Chinese have made great contributions to Tanzanian

industrial development. One example is the Friendship Tex-

tile Mill which opened on July 6, 1968, which was the largest

industrial complex to operate in East Africa, employing 3,000

workers and an administative staff of 200 personnel. The
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Mill consisted of two spinning and weaving mills, a print-

ing and dyeing mill, a design and engraving wing, and a

research and testing laboratory, all of which were provided

by the People Republic of China (7, pp. 80-81). The effect

of this contribution was that Tanzania no longer had to ex-

port their raw cotton to other countries where it was con-

verted into cotton cloth, and then resold to Tanzanians at

higher prices. The plant also provided the means of forward

linkage into a domestic clothing industry.

Swedish technical assistance also contributed to Tan-

zania's economic and social development. A good example

was the construction of grain silos and water development.

The number of Swedish personnel in Tanzania in 1971 totalled

154 (7, p. 119).

Tanzania has received technical assistance from the

United States as well. Soon after independence, personnel

in all categories, technical and management, arrived in Tan-

zania to conduct field surveys in several industries. The

teams provided expertise in procedures and policies for en-

couraging industrial development, technical and economic

expertise for various industrial areas, and the ability to

devote full time to a single program from its beginning to

its completion (6, pp. 10-11).

The specific choice of technology for less-developed

countries has been a critical issue. Economic theorists de-

bate the importance of labor-intensive capital for poor
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countries in order to ensure optimum utilization of material

and human resources. Tanzania's capital absorption capacity

is relatively low, thus indicating that it could best

achieve growth by maximizing its abundant human resources

in labor-intensive rather than capital-intensive investment.

In evaluating the feasibility of development in agriculture,

applicable technologies had been studied, varying from full

mechanization to the use of very simple, indigenous hand

tools. Choices have been made in the following manner:

The villages of Tanzania are very poor. The coun-
try had a per capita income--including subsistence
output--in 1971 of 657 Tanzanian shillings (about
U. S. $92 or =36). In this context, the importance
of differences in cost between technologies can
hardly be exaggerated. (Table XXIX) . . . pro-
vides some illustrative data on the cost of basic
farm equipment with those of ox-powered implements
produced in Tanzania. For the items listed, the
latter cost only 5-6 percent of the tractor-powered
equipment. This differential concerns only the
initial capital outlay, and does not take into
account the further difference in running costs.
Even though the tractorized equipment is more ef-
ficient in handling large acreage, and may have
important technical advantages, the reality of the
farming situation is that such a cost differential
puts the mechanized equipment out of reach of the
great majority of villages. It . . . therefore
becomes important to develop a tool technology . .
that is accessible to subsistence farmers (2,
p. 48).

Appropriate technology does not mean a general retreat

to primitive methods. It does require a technology which

should be low cost, capable of local application, should

ensure optimum utilization of material and human resources,
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TABLE XXIX

COMPARATIVE CAPITA COSTS OF MECHANIZED

AND INTERMEDIATE TECHNOLOGY

(Tanzanian Shilling)

Mechanized
Technology

(Tractor-Powered)Equipment
- -- -

Tractor (TMC, 47-hp)

Tractor Trailer
(UAC, 3-ton)

Four Oxen (each Sh.500)

Ox-Cart (TAMTU)

Plough (UAC,TAMTU)**

Cultivator (UAC, UFI)

Harrow (UAC, TAMTU)

Total

36,800

5,800

5,610

9,000

7,250

64,460

Intermediate
Technology
(Ox-Powered)

2, 000

710

545

192

175

3,622

Source: MacPherson, George and Jackson, Dudley., Village Tech-
nology in Tanzania, Development Digest, XIV (January,
1976).

*August, 1973, Exchange rate Tsh 6.9 = U.S. $1.00

**The UAC Tractor-plough is 3-furrow and the TAMTU OX-plough
is 2-furrow

TMC: Tanzanian Motor Corporation

UAC: United Africa Company

TAMTU: Tanzanian Agricultural Machinery Testing Unit

UFI: UBUNGO Farm Implements
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should be labor intensive, and the knowledge of which should

be capable of being transmitted to the rural population.

There was an increase in the use of tractors from 3,100

in 1964 to about 7,000 in 1974 (see Table V). The use of

more tractors meant that Tanzania became able to farm large

acreage units effectively and to increase crop production.

This created an increase in its export of agricultural com-

modities on the international markets, which is the country's

main source of foreign exchange. It also helped to increase

the country's domestic food supply. In general, however,

mechanized farming is less productive per hectare than small-

scale farming or gardening. The latter can more effectively

use Tanzania's abundant labor supply. Mechanized agricul-

tural systems do raise productivity per-man year, but a poor

country like Tanzania possesses a higher priority for sys-

tems which make intensive use of human labor. The estab-

lishment of a farm tool factory (Tanzania Agricultural

Machinery Testing Unit) created a base for further techno-

logical advancement (2, p. 32).

Natural Resources

Tanzania's topographical features vary from a narrow

coastal plain to rolling grasslands, arid deserts, and ex-

tremely high mountains, without any significant degree of

known mineral resources. Those which are required for heavy
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industries, such as petroleum and iron ore, must be imported

from foreign countries.

Efficient Political and Economic Policy

Efficient government and sound economic policies are

vital to the economic development of any country. The gov-

ernment must be capable of maintaining political stability

and initiating the necessary programs which create the en-

terprises that provide economic development. Since inde-

pendence, Tanzania has been able to maintain a stable social

order and has been able to promote a series of economic de-

velopment plans.

Economic Growth of Tanzania

During the past several years, Tanzania's level of

output has experienced a steady increase. Between 1964 and

1974, the average rate of real growth for GDP was 4.8 per-

cent. From the period 1964 to 1974, per capita GDP grew by

1.8 percent, while the growth rate of industry has consis-

tently outstripped that of agriculture, there has been a

relative change in the composition of the GDP. In 1974,

agriculture accounted for 37.2 percent of the GDP and manu-

facturing for 10 percent, whereas, in 1970, manufacturing

constituted 9.3 percent of the GDP and agriculture 41.7

percent.

In the period from 1963 to 1974, Tanzania's national

income in current U. S. dollars increased more than
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threefold, U. S. $637 million to U. S. $2,239 million (see

Table XXX). Per capita income estimated in U. S. dollars

increased from U. S. $57 in 1963 to U. S. $143 in 1974.

Comparison with Rates of Growth
of Other Countries

Table XXXI compares growth rates of several different

countries. Tanzania, Kenya, Ethiopia, and India are devel-

oping countries; India is a developing country with large

territory and population; Ethiopia, Tanzania, and Kenya are

developing countries of small size. Sweden and Canada are

advanced countries, and Italy, somewhat less so. The data

are limited to the period from 1970 to 1974.

One of the main statistical indicators used in measur-

ing levels of relative well-being is per capita GDP. The

gross domestic product per capita of Tanzania is very low

compared to that of Canada. Italy's growth rate also ex-

ceeds that of Tanzania. Comparing Tanzania's per capita

GDP with Kenya shows that Tanzania is still behind Kenya

although it does exceed that of India and Ethiopia. Per

capita GDP of India showed negative growth rate which is

the result of the population explosion India experienced.

The low per capita GDP of Tanzania fails to indicate the

steady improvement in the country's economic performance.

It should be noted that these per capita GDP data do not

accurately measure the relative level of well-being of each

country. Tanzanian officials evaluate the country's
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TABLE XXX

TANZANIA'S NATIONAL INCOME

AND PER CAPITA INCOME ESTIMATED

1963-1974

(IN CURRENT U.S. DOLLARS)
Millions

National Income Per Capita
Period Total Income

1963 637 57

1964 --- --

1965 668 60

:1966 700 61

1967 728 62

1968 1036 85

1969 1101 88

1970 1209 91

1971 1286 97

1972 1465 108

1973 1674 120

1974 2239 143

558;

-- Data not available

Source: United Nation, Statistical Yearbook, 1969, p.
1972, p. 621; 1974, p. 644; 1977, p. 745.
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TABLE XXXI

INCREASE OF GROSS DOMESTIC PRODUCT

FOR DIFFERENT COUNTRIES

1970-1974

At Constant Prices

Countries GDP Per Capita GDP

Tanzania 4.2 1.5

Kenya 5.5 1.9

Ethiopia 3.6 1.1

Canada 5.5 4.2

Italy 3.8 3.0

Sweden 2.8 2.4

India 1.4 -0.7

Source: United Nations, Statistical YearBook, 1976, pp. 680-91;
1975, pp. 688-91.
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standard of living in terms of the improvement of nutrition

and human longevity. The improvement that has occurred is

believed to have resulted from increased consumption of

sugar, meat, fish, milk, eggs, and chicken. Tanzanians

measure their own progress in terms of attitudinal changes

that result from specific government policies, e.g., people

who were moved to Ujamaa villages had to reorient their at-

titudes toward communal living. These new attitudes effected

changes in customs which were beneficial for economic devel-

opment. One such example was a change in tribal attitudes

which eliminated the taboo against eating eggs. As mentioned

above, by creating communal living, detrimental customs can

be replaced with positive attitudes which promote the well-

being of society (1, p. 9).

Economic progress is also measured by observing the

spending habits of the people. One such example would be a

peasant spending his earnings from cotton production in the

purchase of corrugated iron sheets to replace his grass-

thatched roof instead of buying more cattle or marrying a

third wife. Such events reflect beneficial changes which

are not evident in the GDP data (1, p. 9). A more valid

measure of Tanzanian progress must include increased con-

sumption of high protein foods, physical changes in houses,

household effects, and transportation, as well as attitudi-

nal changes that encourage further economic development.
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The Stage of Economic Growth of Tanzania

It is certainly true that economic development is a

social phenomenon and, as such, requires a change of think-

ing and of attitudes for the entire population. As a less-

developed country, Tanzania faces all the problems of "neo-

colonial underdevelopment." Tanzania has improved despite

its limited natural resources and largely unchanged social

and economic structure. It now may begin to be compared

favorably with some other developing countries.

In the opinion of W. W. Rostow, "the sweep of modern

economic history" may be envisaged as a set of "stages of

growth" and all societies can be placed within one of five

economic stages: "the traditional society, the precondi-

tions for take-off, the take-off, the drive to maturity,

and the age of high mass consumption" (4, p. 4). While

Rostow's thesis is open to argument, his classification of

economic growth into five stages does afford a convenient

yardstick for measuring the stage of economic development

of Tanzania.

The most critical stage in the economic development of

a country is the "take-off" stage in which Rostow, by impli-

cation, compares the transformation of a backward economy

to a modernized economy with an airplane taking off. In

the development of a backward economy, "taking-off" is the

most difficult task. Once the economy successfully takes

off, it will generate automatic forces to enable it to
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drive to "maturity" and to reach, ultimately, Rostow's

stage of "high mass consumption." One judgment to be made

is whether Tanzania is presently in the "traditional" stage,

the "preconditions for take-off" stage, or rapidly approach-

ing the "take-off" stage.

The "traditional" stage is characterized by a predom-

inatnly agricultural society that is essentially static.

To proceed along Rostow's stages, the economy must eventu-

ally move toward an industrial, goods-and-services producing

sector that ultimately becomes predominant. Along the way,

education, of necessity, is reformed and made widely acces-

sible. In the process, several sectors must first be trans-

formed.

1. Agriculture and extractive industries which may

provide capital needed for modernization, provide

food to the rising urban population, supply raw

materials for developing industries, provide an

important base of taxation, and provide exports

with which to acquire needed foreign exchange.

2. An infrastructure which will provide needed trans-

portation, communications, electric power, and

irrigation.

In achieving this transformation, society must, of neces-

sity, change its political, social, economic, and psycho-

logical value structures.
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The transition demands the concentrated energy and

talent of political leaders, planners, and businessmen.

The nation must be organized in a way that comprehensive

commercial markets develop. By means of an effective, mod-

ern government, the nation must create and maintain an

effective tax and fiscal system capable of diverting re-

sources into both human and business capital, as well as

into the social and economic infrastructure. During the

"take-off" stage, economic and social development becomes a

self-sustained process.

Rostow describes three conditions as the requirements

necessary to achieve a successful take-off:

1. A rise in the rate of productive investment
from 5 percent or less to over 10 percent of
national income.

2. The development of more than one substantial
leading sectors, or industries with a high
rate of growth.

3. The emergence of a political, social, and
institutional framework which exploits the
impulses to expansion in the modern sector

(4, p. 39).

The third condition implies that the institutional

framework should have the capacity to mobilize capital from

domestic sources and to raise the marginal rate of savings

(i.e., an increasing proportion of incremental income going

to savings). However, as a precondition for take-off, the

demand for capital may be more decisive than the supply of

capital, in which case external sources of capital would be

extremely important. In the case of Tanzania, the United



121

Kingdom, the European Economic Community, China, and the

Nordic countries have been major sources of necessary ex-

ternal capital. The take-off is preceded by some leading

sector which grows very rapidly and sets in motion the vari-

ous expansionary forces of the economy. The absence of a

"leading sector" in Tanzania's economy indicates that the

nation is not getting fully within Rostow' s second or "pre-

conditions for take-off" stage.
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CHAPTER VI

CONCLUSION

Problems of Future Economic
Developments of Tanzania

The economic development of Tanzania is still in Ros-

tow's "precondition for take-off" stage. There is a need

for a leading manufacturing sector. In moving Tanzania's

economic development through the "precondition for take-off"

stage, at least one rapidly-growing sector which can profit-

ably utilize capital must be created. This sector must be

substantial enough to stimulate the emergence and expansion

of other sectors and produce external influences on the

economy's growth. Tanzania does have several large manu-

facturing and processing industries, e.g., sugar, cement,

fertilizer, and textiles, however, none of them are substan-

tial enough to be called a leading sector in Rostow's terms.

The rate of population increase in Tanzania is about

2.7 percent, which may not be too high to prevent the eco-

nomic development of the country. Should this rate of

increase continue for long, the increasing pressure of pop-

ulation may be expected to serve as a drag on future eco-

nomic growth and development. With real per capital product

123
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growing at only 1.8 percent per annum, the breakthrough in-

to Rostow's "take-off" stage does not seem imminent.

Political instability in the region is hurting the eco-

nomic development of the country. In addition to political

difficulties, there are agricultural output shortages,

balance of payment difficulties, and shortages of technical

and administrative staff. These factors must be considered

in establishing realistic plans for Tanzania's growth and

development.

Prospects for the Future
Development of Tanzania

In assessing Tanzania's economic record for the period

from 1961 to 1974, it may be observed that the growth rate

of the industrial sector has exceeded that of agriculture.

From 1960 to 1962, manufacturing and processing accounted

for four percent of GDP and agriculture for 60 percent (see

Table XXIII). There has been a decline in the agricultural

share from 60 percent in 1960-1962 to 37.2 percent in 1974.

The manufacturing share in the same period increased from

four percent to 10 percent (see Table XXVI). This is a

clear indication of an increased emphasis upon industrial

development. However, Tanzania has a fairly well-developed

agricultural system (co-operative farming), a fairly well-

organized transportation network, wide-spread education,

and a good social order, all of which are important com-

ponents for economic development.
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The prospects for future economic development of Tan-

zania appear favorable. Tanzania's development effort is

tied to self-sufficiency in food production, with increased

production and foreign exchange earnings from cash crop ex-

ports. It may well be that agriculture will serve as the

leading sector which is needed to achieve the "precondition

for take-off" stage. In order to achieve that end, the fol-

lowing policies seem to be called for:

1. Reduce foreign dependency and effectively utilize

domestic resources.

2. Establish effective planning for agriculture and

invest heavily in large-scale mechanized crop pro-

duction. Most of the country's foreign exchange

comes from agricultural commodities sold in the

world market (see Table IV) and this can be effec-

tively expanded.

3. Reduce the population growth. The government must

provide both techniques and incentives to families

in order to limit the birth rate. Incentives can

be provided in various ways, e.g., national policy

providing that parents who have more than two na-

tural children would pay an increased tax for each

additional natural child.

Agricultural and industrial development in Tanzania

has shown some progress since independence. As a result,

Tanzania has made some modest progress toward providing an
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adequate social and economic infrastructure. It has pro-

vided labor training and offered other inducements to

industries and agriculture which have benefitted the coun-

try's economy. A large part of the population has moved

into Ujamaa villages where together they can benefit from

scarce public facilities which are important for an improve-

ment in the quality of human capital.

Since the Three-Year Plan and the First Five-Year Plan

did not cover every aspect of economic development, they

could hardly be called viable economic development plans.

The Second Five-Year Plan, however, may be considered as

having been reasonably successful. Estimates on per capita

income have grown from U. S. $56 in 1961, as mentioned

earlier, to an estimate of U. S. $143 in 1974 (see Table

XXX). From 1961 to 1974, the manufacturing share in GDP

has grown. Agriculture, however, has not met its growth

objectives for various reasons and it is in this sector

that public policy should be further improved upon.

To increase productivity and incomes, particularly in

rural localities, Tanzanian economic planners should design

means of helping farmers to improve their output. In addi-

tion, there should be sustained emphasis on small-scale

cottage industries, education, and health. Tanzania needs

to create systems which encourage the intensive use of

human labor.
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Although industrialization of the country may ulti-

mately be the best solution in achieving full development

of Tanzania's economy, the growth of industry is dependent

on the expansion of both external and domestic markets.

These, in turn, depend on increased agricultural production,

and, hence, Tanzania must speed its agricultural develop-

ment. In so doing, farmers must be provided with the neces-

sary technology, credit must be made available to them, as

well as fertilizer, seed, extension services, and, at times,

even support prices. An increase in farm production will,

in turn, increase the potential for industrial output.

In the years 1961 to 1974, Tanzania achieved consider-

able economic development and growth. The policy and

strategy of economic development adopted by the Tanzanian

government passed through many critical stages. The im-

provement of agriculture has played an effective role in

improving the life of a nation consisting mainly of farmers.

By this and other means the government has provided social

stability, which is an essential component of economic de-

velopment. While no two situations, even in Africa, are

alike, Tanzania's strategy of development has contained ele-

ments that possess broad significance for the economic

development of many other African countries.
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