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Abstract

For eighteen years Tanzania adopted the Arusha Declaration as the economic development policy,
a rflc')del that sought to develop the country along a socialist path. In response to a serious economic"
Zrzszs that caused enormous suffering for the local population, due to the scarcity of consumer goods,
alance of payment problems and the debt crisis experienced in the 1980's, socialism was quitely
abandoned. The purpose of this paper is to query whether the rush to implement capitalism may have

similar negative consequences?

Introduction

In 1967 Tanzania as one of the countries that
belong to the twenty five least developed
countries of the world, adopted the Arusha
Declaration as the economic development policy,
: :quil. that solugh.t to develop the country along
e ;z lstdpath . Eighteen years later, this policy
count: andoned, although unofficially when the
Recovg e’;barked on a three year Economic
made inry rogramme (ERP). This move was
ditch Whflnhattempt to get the economy O}n of a
the 10ca;c had cs{used enormous suffenpg for
consum population, c!ue to the scarcuty_of
Paper, ]?:thOds‘ Cheap items such as so?p, toilet
in Shc;nlb tbullzas, sugar and transportation were
produc Sup?]y . Economic incentiv‘es s.)u?h as
farmer. er prices were so low that individual
and fos ;educed production of both cash crops
which0 crops. The formation of parastatals
urde relied on government subsidy further
egenned the economy causing the country to
Made ;: ate, as lack of foreign currency reserves
indust f‘mportanon of spare parts dlfﬁc.ult. The
Produr)', s share of GDP fell as industrl?s were
feasonCllr:g below capacity’. Many different
ec0n0ns1. ave '?e?n suggested as the causes for the
itse|f, TI|: crisis in which Tanzania currently finds
thesé v € purpose of this paper is to look beyond
ODtineason.S and examine the dangers of

8 capitalism wholesale. The failure to

implement socialism, and the about-turn of
discarding almost everything, while retaining the
same actors who led the country into an economic
decline, requires a careful analysis. Many people
were severely and negatively impacted due to the
rush to implement socialism. Can the rush to
implement capitalism have similar consequences?

The current State of the Economy

As 1997 draws to the end, the final tally shows
that the Tanzanian economy exhibit signs of low
inflation at 16 percent from nearly 30 percent a
year ago due to a slower growth in money supply,
as a result of tight monetary and fiscal policies,
adopted at the beginning of 1996*. Improvement
has also been noticed in agricultural productivity
due to relatively higher domestic producer prices,
offered by middlemen who pay farmers on the
spot, in contrast to cooperatives, which failed to
pay farmers and instead only issued promissory
notes, which in some instances were never
honored. The country is experiencing declines in
food production due to the persistence of drought.
The shortfall being felt in some regions has
compelled the government to establish a food
security program, whose objective is focused
mainly on ensuring food self-sufficiency by
providing for areas hard hit by the drought,
without  disturbing  local markets.
Unemployment, underemployment and the
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monetary squeeze due to the government’s
devotion to pay external debt at the expense of
internal debt have slowed down economic
growth. The business community
about the impact of the tight moneta
policies which have failed to ju
economy. While the monetary poli
at reducing inflatjon inorder
environment for increas
and investments
makes such a
that fi

is worried
ry and fiscal
mp start the
Cy stance aims
to create an
ed savings, stable price
» however, high interest rates
policy unachievable. It is obvious
nancial repression continues
liberalization ang privatization polici
banks have not adequately
finance productive private

despite the

es, because
increased lending to

the neglect of the rural ec

onomy which lacks a
defined policy alternatjy

e intended to benefit

policies,

The Manufacturing sector continue to
om shortages of raw

including second hand
shoes and household itemss. The policy

Tanzania. It makes this author wonder Whel:;]}z
job market is going to come from anq \: o
going to absorb the young people graduating eig
school? Not only that. but also can for oy
investors replace the industrics lha} had alri)le"
been established and have been left to crumble?

Real per capita income 15 Iower,‘\\’:}gs
transportation, despite promises o.t rclrabrh(tjaand
of major trunk roads, remain drlapldatel'ng 0
desperately in need of repair. Peopl.c trave 1 Dar
Mara, Mwanza, and Shinyanga region trom. o
es salaam find it conveniently cheaper to Uaoad
through Nairobi, than risk traveling on the road
between Dodoma, Tabora and Mwanza. Ther -
from Mwanza to Bukoba or Mwanza to MUSO‘ o0
etc. could help improve and corrtrnb}:ttfl]ey
economic development in those regivonSQ ift "
were properly constructed. Roads in townsing
most of the regions have been neglected 03}150 ot
dust to soil buildings, pedestrians anrl leading o
a higher rate of depreciation for vehicles dUeza
potholes, for example Morogoro and Mwan ;
etc. Telephone services continue to remalﬂed
luxury and not a necessity for those who ne ”
them. The economy cannot provide for bas |
needs such ag education, health care and specia
food programs. It has become an acceptable ‘fbrm
of existence to fing hospitals with no medlcmes%
schools with No textbooks, and roads full 0
potholes. How can ap economy grow tha;
neglects to invest in the most critical sectors O

the €conomy that cap make a difference such as
the infrastructure?

Privatization
According to Foldvary (1994), marketization
c

onsists of twgo elements, legal precondition and

transfer of enterprises from government controls
to the market

Even whep government Sti_”
Services, its production is
contracted oyt ¢4 Private enterprise’.
Liberalization eliminates price controls, provides
Breater scope ang incentives to private enterprise
and investment, Tay and regulatory reforms are

provides some
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tied tq privatization. Liberalization therefore is
Iht? pnﬁvatization of individual wealth and action.
Privatization in Tanzania was established in 1992
by the‘ Presidential Parastatal Sector Reform
Commission (PSRC) to preside over the divesting
process of the parastatal sector through either joint
venture, outright sale of assets or shares,
manz.lgement buyout, performance contracts and
le{xang of assets or liquidation. PSRC’s
objectives include improvement and elimination
of government subsidy for parastatals®

in 1987 T::e first decision to Qrivatize occurred
was di when butchery trade in Dar es Salaam

S divested from state control due to poor
af:lforfsgr;{ce. Therefore,.ther'e were expectations
empoweri C would pn_vatlze parastatals by
financ: ing the local private sector to exercise

incial control, hence developing local
Capitalism.

however The implementation of privatization
for the ;)appear to have t.aken a form of a venture
Pmmotg ; vernment to raise money rather than to
the eco ocal private ownersh.lp a.lmed atkeeping
Whom inotr;:y in the hand§ of indigenous people,
for the ¢ final analysis are most respon51.ble
of So:"e.lopment of the cogntry. The adopthn
epend lalism earlier .reJected economic
e COmie“C}’ and the notion of local caglta!lsts
ng junior partners of external capitalists.

Wh
S‘\LOC;;:. aused the same actors to renounce
ism_quietly and make a U turn to accept

apitali -
alism and economic dependency?

Parast TO\\"ards the end of 1997 about 142
atals will have been divested out of a total
Paras?afarastatals. Between 1985 and 1989 the
€Xcess al Sl recc’:ived from government 1N

of 1.5 billion of loans or subsidy per annum
on the average. During the same period the
balance of loans outstanding was in €Xcess of
Tshs. 88 billion. Towards the end of 1996 the
government raised some $85 million from the
d“fesﬁture of 43 companies. Curiously enough,
a significant amount was raised from two SOurces,
Tanga cement and the Tanzania Cigarette
Compa")’ accounting for $68 million. Tanzania
Bfeweries Limited went into a 50/50 shareholding
With INDOL International of South Africa, which

so far has been rated as a success story®. While
the argument that no private investors can invest
in a losing venture, it is quite probable that the
speed with which PSRC embarked on its
privatization mission may in the long-run prove
to be more costly than beneficial, in so far as the
overall goal of the import-substitution
industrialization policy was concerned. For
example, why abandon Mwadui mine and work
out a deal of 75% for South Africa’s De beers
Diamond Mining Consolidated and retain only

25%?

Acceptance of IMF and World Bank
Conditions

Before the adoption of the Arusha Declaration in
1967, Tanzania had through legislative measures
passed laws which aimed at attracting foreign
investment into the country. It proved difficult
to attract it adequately because little foreign
investments and capital existed in Tanzania at the
time of nationalization. The establishment of the
Investment Promotion Center (IPC) in 1992 along
with the passage of laws that provide tax shelters
for foreign investors, todate, no one can claim
that such moves have attracted adequate

investments into the country.

As amatter of fact, socialism seemed to
offer the hope needed at that desperate time in
order to create a base for rapid economic
development'. The implementation of socialism
in Tanzania never went beyond the practice of
state capitalism, or state capital accumulation for
the purpose of investment and industrialization.
Mismanagement of state capitalism was
responsible for the introduction of capitalism. It
is probable that the adoption of a three year
Economic Recovery Programme 1986-1989
never meant that the actors in any way shared the
IMF and World Bank’s view, but were forced to
carry out reforms sorely because they needed
foreign resources, and could acquire it only by
reaching agreements with the World Bank and

the International Monetary Fund''.
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The 1980’s debt Crisis

The 1980°s debt crisis and the absence of
bankruptcy Jaws in international debt contracts
led Tanzania, as w

as the case with most of the
less developed countries into the wholesale
acceptance IMF and World

u
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institutions t

and estapiigp
responsibiligy, cOuntability anq

3

Promote ac

Interna) Causes

immiserization
e li of attemp[ing to live
e N in excess
, Nding iy Tanzania i
aste ang |smanageme N

nt which
ile effortg are made 1o

No.2

ted go fof
collect taxes. the revenues ggzgfgthesizeo
payment of foreign debt. ($(;l:)5(;0 million" the
estimated at over . ining when !
23:;.:: remains that Of g?lf]:;n;::;veSerization
government will get ou
process. o
., there app°
To make mattcrs.worsc, typ,.omis
to continue a habit of rhetoric a"g:‘n:ﬁ realit)i the
of building the infrastructure. o
condition continue to WO
maintenance of buildlngs"city shorta
hospitals, clinics, C“-‘c”'d red-tape a1
bureaucratic inefficiency an (itutional StrU
weakness within Tanzania’s Ins tability a0 ned
contributing to lack of GCCOUS of trade d¢
immeserization process. Ter'_“e ofimports
as price of exports over the Pr"‘:c of agri
not been kind. Overall, P’,‘Chas fallen el
Products exported by Tar.lzamaindustl'ia imp ave
to prices paid by Tanzania for Sof
Worldwide, agricultural termf capid &
gradually declined because ?1 other in lural
productivity of agriculture tha J for agric
and from slow growth in deman
goods and fiber's,

Corruption

the
re
ith power and theref0 and
Corruption goes with p

ion €857 o
Systems in Tanzania makes corr:zp;nia’s 9
profitable. The reason for Ta wages a1 * iy
Structure may be attributed to low ¢ time 5687 s 8
Cost of living, inflation and at Onve all, 1 lent
of consumer goods, but abo |f-enri€ 1“11,‘16
convenient and an easy way for ;(Z masses- din
at the expense of the state and t ation fac®
Severe economic difficulties the nment ot
the early 1970°s forced the govern mic me? (il
number of political, legal and eco“;’tain essem™ ¢
to enable ordinary citizens to © scarci 0
needs at reasonable prices. The ressllfesrn
Commodities resulted in inﬂatiQHZ{'gufion Systel .
the economy and the whole distri sceking *° 5
which was disrupted by a few peop ]? ded |ead°te
88grandizement. Businessmen befricn for prive
in order to circumvent the legal system adc’
BaIn". The erosion of the integrity domoral'ty'
undermined discipline, work ethics.anl c country
tis quite evident that in order to rid th
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of corruption, the fight must begin by prosecuting
corrupt leaders in the top leadership ranks.
Furthermore, it is necessary to prosecute those
who indulge in corrupt practices at all levels of
governance as well as those in administration
positions which are susceptable to corruption.
However, considering the lack of political will
and the managerial weakness of state organs, can
the problem of corruption be tackled?

Adequate preparation of the people

There is widespread fear that the road to
capitalism is going to be painful, in particular for
the masses. China for example has adopted forms
of capitalism which has enabled the economy to
grow at 11 percent per annum. The actors in
China were careful not to disrupt and destroy what
had been gained during the establishment of
communism in that country. They have attempted
to develop a mixed economy and have performed
well. To the contrary, Tanzania abruptly adopted
capitalism as if it is a perfect system and
everything socialist was wrong or bad. In 0|-'der
to re-establish a market structure sufficient
education is needed. Do local businessme.n
understand the rules of the game and the.lr
property rights? Capitalism is an economic
system in which most property (land and caPItal)
is privately owned. Insuch an economy, private
markets are the primary vehicles used to al!ocate
resources and generate incomes. .Lookl.ng at
Tanzania today, state capitalism failed, will the
local population succeed and compete
internationally or is Tanzania on the road.to
becoming a neo-colony where most of the major
means of production will be foreign-c?wn.ed or
dominated? It is obvious that privatlza.tlon is
more of a political exercise than a financial one
because it is basically reallocating power and
surrendering parastatals without empowering the
local population. No wonder since the break‘—up
of the National Bank of Commerce (NBC) into
Smaller banks, most private banks s0 far have
been established in Dar es salaam, Mwanza and
Arusha only, as if those regions constitutes
Tanzania. What’s likely to happen to the rest of
the country?
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Recommendations

Reviving Tanzania’s economy is necessary and
should be initiated in order to arrest the socio-
economic decline currently in motion.
Management and maintenance should be
emphasized with a scheme of providing
incentives to those who prove to be competent.

Education for the population regarding
the adoption of free enterprise is critical in order
to provide businessmen and women with the
knowledge about capitalism. Otherwise they will
be vulnerable and incapable of competing with
foreigners.

It is important to beef up the Micro
Financing Bank and establish credit for the local
people, while observing the traditional values,
because credit always existed even in traditional
societies. The tax structure needs to be simplified
in order to reduce the bottlenecks which exist in
the present structure. The monetary policy needs
to adopt a system, which is more flexible and
hence able to fine tune the economy as the need
arises. An advisory team equivalent to a
Presidential economics council of advisers who

‘freely discuss policies and provide critical inputs

would help tremendously in shaping policies
which are practical and implementable.

Curbing inflation must remain the major
objective for the Bank of Tanzania. A strong
government role is required in providing
infrastructure and human resources development
(schooling and health programs), investing in
agricultural research and extension, protecting
natural resources from wanton exploitation, and
targeting food to the most needy.

A balanced central government budget
must restrict borrowing to high-pay off long term
capital improvement and use monetary and fiscal
policies to fight inflation. Promote parastata}s
into locally privately owned enterprises and retain
industries rather than allowing them to die.

Strengthen social services particularly
education, health care, communication,
transportation, electricity and water supply must
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take top priority. Provide incentives to farmers
including attractive prices and reliable
transportation facilities. Promote small rural
enterprises, which can help the linkage of
business activities in rural areas. Reorganize
salary scales and commodity prices in order to
stabilize the economy. Stable prices and adequate
salaries which factor in inflation can reduce
corruption and lack of accountability which is
caused by low wages, hence to survive
government employees resort to other sources for
income, sometimes neglecting duty, while
seeking extra activities to subsidize their incomes,
Provide incentives for local experts who are in
the country and those overseas, in order to involye
their energies to participate in national building,

Conclusion

Capitalism relies on the interact
demand within markets. The pri
made so far has been with
Retraining the local populati
order to succeed. Without t
providing them with loans,
be foreign dominated and
economic environment requ
which can enable individuals to undertake their
private endeavors without any hindrance. Science
must be used to bring nature under control, rathey
than to continue believing that loca] people are
condemnéd to eternal poverty while inhabiting a
land which has plenty of natyra| resources. The
conventional wisdom

| in much of €conomics
favors the establishment of well defined private

ICes, as a way of reducing

ion of supply and
Vatization process
out preparation.
on is essential i
raining people and
the €conomy is apt to
controlled. A staple
ires an infrastructyre

inequality, due to the disparity in magnitude,
providing others with the type of arrogance that
may deny others equal opportunity. Employment
opportunities is a right for everyone, and so IS
equality before the law. The creation of
employment will require a national will, in order
to build Tanzania’s economy. What needs to be
emphasized is not ideology, but how it is
implemented. A beautiful doctrine if nqt
implemented will remain on the papers where 1t

is written, and can never make a difference In
any person’s life,
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Appendix 1
TANZANIA CASH CROP PRODUCTION, 1961 - 1994

(Thousands of Metric Tons)
Year Coffee Cotton Sisal

Cashewnuts Tea Tobacco Pyrethrum
1961 249 302 2009 400 32 05 14
1962 257 330 2195 590 40 04 1.9
1963 287 486 2144 415 40 04 2.3
1964 338 452 2039 567 45 02 23
1965 342 562 2102 e 43 17 3.7
1966 52.0 86.2 1989 833 68 5.1 44
1967 403 608 2044 843 72 18 6.7
1968 515 629 1861 1176 80 73 48
1969 46.1 568 1719 1135 88 116 3.9
1970 97 606 1608 1112 85 1L 23
1971 467 545 1331 1073 92 120 2.7
1972 467 645 1334 1138 1.6 131 43
1973 524 600 93.6 1254 133 127 4.0
1974 415 49 1056  145.1 123 183 33
1975 23 39 9.5 1199 139 142 4.1
1976 53.1 576 68.5 837 150 179 3.9
mar he e 7w w3
1979 496 605 777 Sz;.4 s e
1980 500 584 81.1 41.]5 by y
1981 664 538 88'0 60.0 A y
. . 163 159 2.0
1982 548 442 87 442 155 136 1.0
1983 538 429 60.0 335 17.5 13.6 1.6
1984 50.0 141.0 38.0 48.0 730 1 1.0 1.4
1985 49.0 155.0 320 33.0 77.0 13.3 1.5
1986 55.0 106.0 30.0 18.9 71'0 12'5 I..4
s e L, S e i
7 333 193 202 11.0 1.3
1989 335 M9 3, 17.1 181 118 16
1990 B3 U 3, 292 19'5 162 17
112212 t;z(; 2669 360 454 211 2.3 24
12 34.2 3082 243 49, 225 268 2.0
. 1489 296 46.6 2.0 22.6 05
1994 40.1 1262 305 650 - - 1.6
Source: World Bank, July
12294-TA

1994, Tanzania Agriculture Sector Memorandum report No.
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TANZANIA FOOD PRODUCTION, 1967 - 1993
(Thousands of Tons)

Year [ Maize | Rice | Cassava | Millet | Sorghum | Beans
1967 112.9 23.5 - - - -
1968 127.5 5.1 - - - -
1969 127.5 4.2 - - - -
1970 278.3 59.8 - - - -
1971 186.4 60.8 6.1 - - -
1972 43.0 44.6 14.3 9.2 0.6 -
1973 106.4 73.1 18.9 24 1.7 -
1974 73.8 59.7 17.8 25 2.0 -
1975 23.9 24.6 17.4 22 2.9 -
1976 91.1 1.7 19.4 6.4 3.0 7.5
1977 124.0 16.0 19.9 10.8 10.1 11.2
1978 213.0 | 246 36.9 39.2 33.6 30.7
1979 220.0 26.9 63.8 399 58.6 27.9
1980 161.5 44.8 44.0 16.8 21.7 35.2
1981 104.6 44.8 7.5 1.4 18.9 16.2
1982 90.0 23.0 9.9 0.3 10.7 12.3
1983 83.3 32.1 18.6 0.1 4.5 16.2
1984 70.9 339 30.7 0.6 5.5 12.3
1985 90.0 18.7 19.9 0.3 2.4 11.3
1986 178.5 15.5 12.9 - 14.7

1987 233.9 40.5 17.2

1988 312.5 46.8 15.6

1989 244.5 48.1 17.8

1990 233.2 40.6 17.1

1991 2226 | 256 16.9

1992 224.2 41.7

1993 181.3 41.2

Source: Minisstry of Agriculture Report 1992 Comprehensive
Food Security Programme
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