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Abstract

For more than a decade now a number of Sub-Saharan Africa (SSA)
countries have, willingly (or otherwise) accepted to implement Structural Ad-
Jjustment Programmes (SAPs) as a response to serious economic imbalances
that have dominated the economic atmosphere of the region since the late 1970s.
Apart from declines in real Gross Domestic Product (GDP), rising inflation
and chronic balance of payment deficits, the economic situation in the region
worsened in the first half of the 1980s and most countries in the sub-region
were compelled to undertake reforms with the view to address the cited eco-
nomic problems.

This paper attempts 1o analyse the impact of the reforms in a specific
SSA country (namely Tanzania) and limits its analysis to the impact of SAPs on
industrial trade of the country. The main conclusion from this analysis is that
SAPs have produced rather mixed results in this sector and a number of tasks
still lie ahead before the full potential of the sector is realized.

Introduction

Since the early 1980s Structural Adjustment Programmes (SAPs) have
almost become a fact of life and subsequently massive devaluations, change of
producer prices, trade liberalization, privatisation of the state owned sector
and institutional reforms (CDR, 1995) have been undertaken. Such measures
are aimed at stabilization of a country’s external and internal balances and the
promotion of economic growth (World Bank, 1994).

The measures adopted in Tanzania during the SAP period are thus an
attempt to revamp the country’s economy which started to deteriorate in the
late 1970s. The external (e.g. deteriorating terms of trade, oil crisis, collapse
of the East African Community, etc) and internal (e.g. neglect of agriculture,
unsuccessful industrial policies, over-valued exchange rate, etc.) causes of the
economic crisis have been well documented (Lipumba et al, 1984, Maliyamkono
and Bagachwa, 1990). In the effort to contain the crisis two “home grown”
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SAPs i.e. the National Economic Survival Programme (NESP, 1981-82) and
the Structural Adjustment Programme (SAP, 1983-85) were initiated in the
" early 1980s but both, for different reasons, failed to reverse the crisis. The
reasons for their failure have also been well documented (Maliyamkono and

Bagachwa, 1990).

As the economic crisis lingered on, the Government of Tanzania was
forced to adopt a three year, far-reaching Economic Recovery Programme (ERP1
1986-1989) followed by a sister programme, the Economic and Social Adjust-
ment Programme (ERP11 1989-1992). In both programmes the World Bank
and the International Monetary Fund were instrumental in the preparation and

actual financing of the programmes.

The main objective of both ERP1 and ERP11 was 10 reverse the dete-
riorating trend of the economy and to put it (the economy) on the right footing
where a gradual attainment of sustained growth in real incomes and output in
all sectors of the economy was anticipated.

This paper attempts to analyse the trends of industrial trade and to try
to see to what extent improvement my have been recorded as a result of imple-
menting SAPs. The industrial trade deserve attention for, literature has it that
generally trade and industrial policies in Africa (including Tanzania) had, be-
fore the reforms, been too inward looking, interventionist andoblivious to needs
of efficiency (Lall et al, 1992). In addition, it has been argued that the sectors
have experienced high levels of indiscriminate protection that has tended to
impede competition and growth and, in no marginal way, contributed to the
crisis which African countries including Tanzania faced (Lall et al, 1992).

After this introduction the rest of the paper is organized as follows. In
Section Two the paper deals with some conceptual issues related to economic
adjustment. In section Three, the pre- and post industrial trade development in
Tanzania is traced generally and with specific focus on case studies of selected
firms in the country. In Section Four, the paper attempts to provide some plau-
sible explanations for the results (success or failure) of the adoption of the
reforms. Finally, in Section Five, by way of a look ahead, the paper deals with

new perspectives for industrial trade in Tanzania.
2. The Theoretical Analysis for Restoring Equilibrium

It has generally been observed that uniform policy prescription as im-
bedded in SAPs, have been given to various different African countries facing



economic disequilibrium. The uniformity of the policy prescriptions has some-
thing to do with the fundamental similarities of the imbalances facing them.

Countries are compelled to undertake structural adjustment programmes
when they are in (economic) disequilibrium situations. The assumption is that
a policy variable, or a combination of them, if correctly implemented, could
help to restore equilibrium. The basic but powerful conceptual framework in
analysing the adjustment process is that of a free market where, for it to be in
equilibrium, aggregate demand must always equal aggregate supply (Varian,
1993). If this condition is not fulfilled the market is said to be in an off-equilib-
rium situation where distortions emerge.

This analysis is also relevant to a country facing an internal and exter-
nal imbalances, a position which closely depicts Tanzania’s pre-reform situa-
tion (Lipumba et al 1984). Faced with such imbalances the country in question
is required to undertake measures aimed at correcting the “off-equilibrium”
balance of payments position and the internal discquilibrium situation.

The economic imbalances that existed in Tanzania during the pre-re-
form period and which were relevant to the industry and trade sectors were
linked to, inter alia, (i) long term disequilibrium in the external sector as the
volume of imports into the country far excecded that of exports (ii) deteriora-
tion of terms of trade where, for example, the 1980 export earnings had only 57
per cent of the purchasing power they had in 1973 (iii) overvaluation of the
Tanzania Shilling relative to major conventional currencies (iv) under utiliza-
tion of capacity causcd partly by shortage of imported inputs and (v) over
protection of domestic industries (Lane, 1984). Various studies such as those
by Hyuha (1985), Lipumba (1990), Ndulu (1991) and Musonda (1992) to men-
tion but a few, have analysed in detail the Tanzanian econonvic imbalances
especially in the industry and trade seCtors. '

3. Trends of Industrial Exports and Imports in Tanzania

Before gnalysing the trend of the industrial trade during the post re-
form period the paper discusscs first, albeif briefly, the trend and performance
of the sector in the period preceding the reforms.

3.1 The Pre-Reform performance up to 1986

With the exception of fcw ycars during the 1960s, Tanzania’s balance
of payment situation with the rest of the world (row) was mainty a record of
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deficits. Studies by Lane (1984), Lipumba et al (1984) for example cite factors
like the unfavourable terms of trade and the declining quantum (volume) of
exports as being the causal factors for deficits. Yet others (e.g. Musonda, 1992)
noted that even the prolonged over-valuation of the country’s currency (the
shilling) contributed in discouraging exports from Tanzania. Another factor
was the lack of clear manufactured export promotion policy during the 1970
and early 1980s and the bias against exports produced by the import substitu-
tion industrialization strategy of that era.

The balance betwéen manufactured imports and manufactured export
earnings show that the former has, since the early 1970s, exceeded the latter
Between 1978 and 1980 for example the gap between manufactured imports
and manufactured exports earnings was to the order of Tshs. 84.9m i.e more
than four times the 1970 gap. Although in 1984 this gap contracted slightly it
was still large cempared to what it was in 1970.

Even after the adoption of ERPs thereis a noticeable fluctuating trend
in the deficit between expenditure on manufactured imports and manufactured
export earnings. In fact it is safe to conclude that the introduction of the re-
forms has not succeeded in reducing the trade gap between these catcgories of
manufactured goods. The higher manufactured import levels have been made
possible by the availability of other ‘sources of foreign exchange (€.g. donor
support funds) rather than from export earning proceceds from manufactured

exports.

The observed negative balance in the industrial trade contributed to
the crisis situation in the early 1980s (Bagachwa and Maliyamkono, 1990).
Thus in 1985 a year before the adoption of ERP 1 for instance, Tanzania’s
overall balance of payments position was - 6893.6 mill. shillings as contrasted
from the positive balancc or trade surplus recorded in the carly 1960s up to

1967 (Hanak, 1992).

The persistence of the economic crisis combined with pressures from
the International Monetary Fund (IMF) and the donor community forced Tan-
zania, in 1986 to devalue the shilling and to undertake a three year (1986-
1989) far reaching Economic Recovery Programme (ERP!) which was fol-
lowed by the Economic and Social Action Programme (ESAP or ERP11) that
covered the 1989/90 - 1991/92 period. Both programmes had broad and spe-
cific objectives and had donor support unlike the earlier SAP and NESP which

as noted above failed.



“The overall objectives of the ERPs with respect to industrial trade are
well stipulated in ERP1 and ERP11, however restoration of sustainable inter-
nal and external balance is quite important. More specifically in this case the
ERPs intended to:

$)) raise the export earnings by an average of 16 per cent per year
over the programme period, for instance to obtain export earn-
ings of USD 400 million in 1986/87, USD 419 million in 1987/
88 and USD 452 million in 1988/89.

(ii) increase imports as per import requirements estimated at uUSD
1205 million for 1986/87. US $1235 million for 1987/88 and
USD 1300 million for 1988/89. In the casc of the manufactur-
ing sector in particular minimum import requirements were
USD 148.4 million, USD 151.7 million and USD 157.7 mil-
lion for the 1986/87, 1987/88 and 1988/89 periods, respec-
tively (ERP11 pp 3-4).

To achicve these targets it was essential for the government to undcr-
take far reaching reforms in the direction of liberalization of industrial trade.
As a more efficient industrial scctor was envisaged. policy makcers expected
that production would expand and export opportunities increase. The business
climate had to be improved and a restructuring of the industrial public cnter
prises made. The following sub-section discusses, albeit briefly. the reform
policies that were specifically aimed at improving industrial trade performance.

3.2 Reform Policies and Intended Impact on Industrial Trade
3.2.1 Devaluation of Currency

One of the effects of maintaining an overvalued currency is to distort
the domestic prices of exportable. A devaluation of currency makes the do-
mestic price of exportable more attractive t0 foreigners but discourages im-
ports by raising the price of importable. The “rule of the thumb” is the Marshall-
Lerner condition. 1f this condition hold a cuirency devaluation may improve
country’s balance of payments.

In 1986, the government of Tanzania accepted 10 devalue the shilling

from a nominal exchange ratc of Tsh 17 per 1 USD in April 1986 10 Tshs 40 per
.1 USD 8 in June 1986. Successive devaluations followed thereafter and in
December 1993 the exchange rate had reached Tshs 480 10 1 USD. This move



notwithstanding, todate Tanzania’s (deficit) balance of payment situation has
been somehow clusive to correct.

3.2.2. Own-funded Imports Scheme

This scheme was introduced in 1984 and allowed importers with own
sources of forcign exchange to import a specified range of commodilics. The
measure was aimed at dealing with the shortage of goods in the country. Whereas
in 1988 imports made through this scheme accounted for ncarly 40 per cent of
the total imports, this share was, in 1992 estimated to be one third of total
imports.

3.23  Open General Licence (OGL) Facility

This programs was co-funded by the World Bank and other bilateral donors
and became operative in February 1988 and had a list of goods which could be
imported without administrative allocation of forcign exchange. In 1991 and
1992 the list of goods to be imported under this facility was expanded.

3.2.4  Other Export Incentives
(a) The export retention scheme

This scheme was introduced in 1986 and allowed traditional
and non-traditional exporters to retain a certain percentage of
the export carnings for purposes of importation of key inputs
necessary to sustain their operations.

(b) Duty draw-bhack scheme

Introduced in 1988, the duty draw-back scheme aimed at pro-
viding duty refunds for imported inputs used in the production
of exportable, However, administrative bottlenecks and un-
der funding in government budget has limited the effective-

ness of this scheme.

(¢) Additional measures

In addition to the above mentioned mcasures the government
has undertaken a substantial reduction in tarifl since 1988.



During the 1992/93 budget for instance, the maximum tariff
was reduced to 40 per cent. Sales tax has also been reduced
and range between 0 and 30 per cent. Along with these poli-
cics the government has undertaken a determined effort to
deregulate prices and markets. By 1992 it was onl y the prices
of petroleum products, fertilizers and sugar which were in the
control list.

After discussing the objectives of ERPP1 and 11 and the various meth-
ods which were designed to achieve the objectives, a stage has now been set
for the assessment of performance of reform measures in so far as they apply o
the industrial trade. Like in other studics (c.g. World Bank 1994) this paper
usces some selected indicators for this assessment.

4. Industrial Trade Performance During Reform Period
4.1 Performance of the Manufacturing Sub-sector
Table 1: Trends of Real GDP growth and share of Manufacturing in Total
GDP in Tanzania (1976 prices)
Period Total GDP Manufacturing Share of
(Average GDP (Average Manufacturing
Growth) Growth) in Total GDP
%o Yo %
1965-70 5.7 8.8 8.5
1970-76 5.1 6.7 9.8
1976-79 1.8 2.3 11.7
1980-85 1.0 4.9) 9.7
1985-89 39 4.3 8.2
1970-90 4.3 4.1 9.1

Source: Calculated from Economic Survey (various)

The average growth rate of manufacturing GDP recovered by more
than 185 period to 4.3 per cent recorded during the period of ERP1 (1986-89).
The average growth rate of the same sub-sector was 4.1 per cent during the



time of ERP 11 (1990-93) which was higher than the corresponding rates both
in the crisis period (1980-85) and the immediate pre-crisis period € 1976-79).

In comparison to the growth in real GDE Table 1 shows that., on aver-
age. during ERP 1, the growth in real manufacturing GDP was higher (4.3 per
cent) than that for the real total GDP (3.9 per cent). During the 1976-79 period
real growth in manufacturing GDP was 2.3 per cent but declined to - 4.9 per
cent in the crisis period (1980-85). The manufacturing scctor was, in compari-
son 10 the other sectors, hit most by the 1980-85 crisis but managed to register
a faster recovery that most other sectors during ERPILL

When assessed separately, the achievements of the reforms introduced
by ERI’I and ERP’11 produced a somehow mixed result as far as the manufac-
turing GDP is concerned. One notices for example a positive growth in real
manufacturing GDP during ERP1 which could not be fully sustained during
ERP 11. Furthermore. the average growth in real manufacturing GDP ot 4.3
and 4.1 per cent recorded during the respective ERPs are obviously higher than
the -4.9 per cent growth in this sub-sector in the crisis (1980-85) period but fall
short of the targeted real growth in the sub-scctor of 6 per cent in the 1988/89
- 1992/93 period.

4.2 Capacity Utilization and Labour Productivity Variations

Some recent studies (Husain and Farugee. 1994) observe that the ca-
pacity utilization in the manufacturing sub-sector in Tanzania had risen to 75
per cent by 1975 but drastically fell 1o only 25 per cent ten years later in 1985.
During the crisis period in particular and due to severe shortage of important
imported inputs capacity utilization in the sub-sector averaged between 20 to
30 per cent only, The ERPI reforms particularly those that enabled the impor-
tation of spare parts and other inputs in the sub-sector managed to improve
capacity utilization rates in the manufacturing sector to between 30 to 40 per
cent. The recovery trend continued in the ERP 11 when capacity utilization in
the sub-sector increased 1o 38.7, 38.5 and 48.0 per cent in 1991, 1992 and 1993
respectively.

In any case, even if the reforms managed to improve capacity utiliza-
tion in the sub-sector, the attained rates fall short of the ERP target which was
expecled to reach 60 percent by 1989.

The achievement in terms of improving labour productivity was also
rather mixed during the ERP era. For instance the value added per employce



in the manufacturing scctor improved from Tshs. 18.2 thousands per employee
10 Tshs. 20.9 thousands in 1989 before falling in 1990 10 Rhs 19.5 thousands
and recovering again in 1991 10 Tshs 21.3 thousands. These levels of labour
productivity were in general lower than the levels for some years during the
crisis period and lower than the levels for pre 1982 period. The achicvement is
thus less than what was desired by the ERP i.c. that which aimed at improving
labour productivity.

4.3 Trends of the Manutactured Exports
Another arca which made a substantial recovery as a result of the in-

troduction ol the reforms was in the manufactured exports whose average an-
nual growth (Table 2) during the 1980-85 period was -15.1 per cent.

Table 2: Trends of Exports and Share (%) in Total Exports in Tanzama
Period Total Non- Manufac- [Share of  Share of
Exports | Traditional | tured Manufac- Manufac-
(Average| Exports Exports tures in kures in
Growth | (Average (Average |Non- Total
o) Growth %) | Growth %) | 'Traditional Exports
Exports o)
(%)
1966-70 | 438 - 5.9 - 7.8
1970-76 | 129 - 10.0 - 8.4
1976-79 | 6.9 - 048 - 11.0
1980-85 | -9.2 - -15.1 - 11.3
1986-89 | 7.8 209 30.3 518 19.5
1990-93 | 5.4 38 -0.8 42.0 19.0

Source:  Calculated from Bank of Tanzania (various issucs) and Economic
Survey (various issucs).

In the ERP 1 period (1986-89) the average annual growth of the manu-
factured exports increased to 30.3 per cent. This rate was higher compared for
example to the 7.8 and 20.9 per cent average annual growth rates for the total
and overall non-traditional exports respectively



This somewhat impressive performance could unfortunately not be
sustained 1n the ERP11 cra as the average annual growth of the manufactured
exports dropped to -6.8 per cent.

As a result of the substantial recovery of the manufactured exports
during ERP 1 manufactured export carnings rosc to USD 91.4 min 1989 from
alevel of USD 32.8 mrecorded in 1985. By 1992 export carnings from manu-
factured exports tipped off to USD 64.2 m which was still twice higher than the
levels of 1985 but only about 64 per cent of the 1979 export export carnings
from.

When the entire period of the two ERPs is assessed in terms of the
performance of the manufactured exports records show that its annual growth
average was 11.8 per cent while the average annual growth of total exports was
only 6.6 per cent. Both falls short of the projected 16 per cent growth rate
during the entire ERP period.

4.4 The Balance of Payments Position and External Trade Cover Rates

Despite the adaptation of the reforms, restoration of an equilibrium in
Tanzania’s balance of payment has been an elusive task. This is because de-
spite some progress made in increasing cxports the level of imports also in-
creased faster. For example, export earnings increased from USD 326.6 min
1985-86 1o USD 354.0m in 1986/87 and to USD 362m in 1987/88. In 1988/89
export earnings were USD 394m. These achievements were, hOwevcer below
the ERP targets which envisaged that export carnings would increase 10 usp
400m. USD 419m and USD 452m in 1986/87, 1987/88, 1988/89 during ERP |
(ERPI1I1 p. 4).

The efforts to increase export carnings notwithstanding, it has been a

hard task to bridge the gap between export carnings and expenditure on im-
ports as Table 3 indicates.

10



Table 3: External Trade Cover Rates (Exports/Imports) in Tanzania (%)

Year % Year Yo

1961 105.1 1977 73.3
1962 108.7 1978 41.7
1963 130.0 1979 49.6
1964 139.9 1980 46.8
1965 104.9 1981 49.2
1966 110.7 1982 40).2
1967 105.8 1983 : 48.0
1968 93.6 1984 459
196Y 104.9 1985 36.4
1970) 81.5 1986 35.0
1971 72.3 1987 30.7
1972 79.1 1988 R
1973 74.2 1989 337
1974 53.6 1990) 28.2
1975 48.5 1991 245
1976 75.8 1992 27.6

Source:  Compulted Irom various government statistics serices.

Thus overall the implementation of ERP reform policies have not suc-
ceeded completely in restoring and bringing a sustainable external equilib-
rium. The falling trend of export/import ratios in Table 3 confirms this.

In Table 3 export carnings are substantially lower than imports. Thus.
exports finance only a small proportion of the imports. For instance. during the
crisis period total exports could only finance about 40 per cent of the imports
having fallen from the 60 per cent corresponding import tinancing capacity
during the pre-crisis period (1976-79). During the ERP era the respective ca-
pacity fell to about 35 per cent.

The manufactured export carnings which could finance about 9 and 8
per cent ol the imports during the 1976-79 and 1980-85 periods. respectively,
increased its import financing capacity to about 14 per cent during the ERP
cra. This is partly a reflection of the improved manufactured export perfor-
mance. However, these import financing capacities are still very low com-
pared for example to the import needs of the industries. This is n important
arca which the government of Tanzania should focus more with the view to



find ways of dealing cffectively with the problems which contribute to the
persistence of these deficits in the overall balance of payments or in the imbal-
ances in the industrial trade.

S. The Challenges to Consolidate Industrial-Trade Gains from ERPs

The adoption of the cconomic reform measures inTanzania since 1986
has. as discussed in this paper, not succeed in completely restoring a sustain-
able external equilibrium. Inthe industry and trade scctor which was the main
focus of this paper, a similar trend is observed.

In this scction. this paper analyses in briel the future of the relorms in
Tanzania in rclationship to how the problems contributing to the failure to re-
store ¢quilibrium can be confronted.

5.1 The Challenges
5.1.1  The Elusive Equilibrium in Balance of Payments

Despite the initial success recorded in the promotion of exports during
ERPs, Tanzania’s overall balance of payments has continued to be in deficits.
The level of imports has, by far, exceeded that of exports. This invites ques-
tions such as to (i) whether further devaluations of the Shilling will correct this
imbalance or (ii) import controls will not have profound negative repercus-
sions (o the economy. In short, the reforms have not been able 10 restore Cqui-
librium in the external sector and here the government still faces a tricky bal-
ancing act in using devaluation as an instrument of restoration of this sector,

5.1.2  Exports Promotion Bottlenecks

The export incentives introduced by the reforms notwithstanding, the
volume and value of Tanzanians exports has not performed well. The prob-
lems which have continued 10 impair export growth include (i) infrastructural
problems (i) lack of managerial and marketing skills (iii) procedural (burcau-
cratic) delays, for instance, in export licensing and (iv) lack of financial sup-
port (o cxporters.

In some studies (Bol, 1994, Ngogo. 1993, Mbatia, 1993, Bagachwa.
1993, ete) the initial success made in the promotion of non-traditional exports
v'vas linked to the desire by exporters to gettoreign exchange through the reten-
tion scheme incentive. With the relaxation of the forcign exchange markets,
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exporters whose target was just to get foreign cxchange do not find it neces-
sary to export in order to realise their goals for, an individual can get foreign
exchange through the various Bureau de Changes. This is also true of the
manufacturing firms which entered the export market essentially for purposes
of acquiring forcign exchange.

5.1.3  Poor Implcmentation of Incentives

The existing cxport incentives appear 10 be inadequate and poorly imple-
mented. At times the incentives have not been complementing cach other. For
instance, the duty draw back scheme and the seed capital revolving scheme do
not entitlé cxporters and automatic access 10 export credit and the duty draw
back scheme in particular, does not serve “indirect” exporters such as manu-
facturers of export packaging materials, yarn or fabrics for textile or garment
manufacturing or suppliers of accessories and other domestic inputs needed
for export production. There are still several loopholes arising from trade liber-
alization which allows for under-collection of taxes on imports. thus reinforc-
ing the budgetary problem as well as the overall anti-export hiasses.

Finally, apart from the problems such as inadequate supply of water,
clectricity, eic which contribute to poor industrial production cefliciency and
low capacity utilization. it is also noted that Tanzania does not have an effec-
tive export trade policy. All these noted problems reduces the chances for
maximizing the potential for increased manutactured exports and the competi-
tiveness in the foreign markets.

5.2 Policy Options

The momentum in recovery of industrial production ellicicncy and
Mmanufactured export promotion which started during ERP1 era needs to be
upheld and further be consolidated and improved. Concerted and coordinated
cfforts and policies are thus required to deal with some of the noted problems
which have been impeding further achievements especially during the ERP11
cra. Itis, for instance suggested that;

(i) there should be a systematic removal of the policy distortions
and physical impediments which create anti-export biases. For
instance, taxes on imports should be collected fully. Export-
ing firms should be assured to get a certain portion of domes-
tically produced raw materials.
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(ii) reform management should be made more efficient by stream-
lining export documentation and procedures. For instance
export registration and licenses could be removed and custom
processes be speeded up.

(iii) the non-governmental organizations (NGOs) should be encour-
aged to help in the provision of technical and managerial as-
sistance as well as information on marketing opportunitics.

(iv) indirect exporters should also be allowed to enjoy the export
incentives.

(v) factors contributing directly to capacity utilization and pro-
ductivity like water, electricity, raw materials and spare parts
should be made adequately available.

(vii)  the supportive research and development and financial insti-
tutions should be strengthened so that they can play a more
active role in assisting the specific local exporting firms espe-
cially with respect to credit availability, production technol-
ogy, standards, packaging and quality products. These are es-
sential if a firm is to be competitive in foreign markets. So far
the ERPs have not adequately considered these issues.

(viii) there is a need to have an effective export trade policy which
could and aggressively promote manufactured exports and re-
duce some cxisting anti-export biascs.

5.3 Concluding Remarks

In general there has been some improvement in the overall policy en-
vironment in Tanzania since the country embarked on reform programmes in
1986. For instance, there has been a significant shift away from the highly
controlled and restrictive industrial trade regime (o a relatively more liberal-
ized regime with an increased role of the market.

The reform measures have addressed several distortions which con-
tributed substantially to the pre-reform crisis. Thus., for instance, the.foreign
exchange overvaluation has been reduced drasticall y through successive cur-
rency devaluations. The prohibitive tariff rates and quantitative restrictions of
imports have also been substantially reduced. Similarly, the prices and mar-
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kets have been deregulated and some export incentive schemes have been in-
stituted. The financial sector related reforms have increased the availability of

foreign exchange.

However, the overall impact or outcome in the industrial trade has not
been completely satisfactory. Despite the increased availability of foreign ex-
change and improved industrial production efficiency, sustenance in increased
manufactured exports failed during ERP 11. The reforms have also managed
to increase both imports of manufactures as well as industrial input imports,
e.g. machinery, intermediate inputs and raw materials.

Apart from the failure to sustain the achicvements, the reforms have
so far failed to meet, except for imports, the various targets set in the reform
measures and the balance of payments position continues to worsen. Given
the girm future for increasing export earnings from traditional and non tradi-
tional exports and also the potential shown by manufactured exports which
forms a larger part of the non-traditional exports (see Table 2) it is important
that the above noted problems should be dealt with so that manufactured ex-
ports is further promoted and the balance of payment problems are eased.
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