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INTRODUCTION: THE PROBLEM

There are three global trends that have a great
potential to influence Tanzania's tax system:
democratization, aid flows and globalization. The
growing democratization has the potential of
lowering the level of tax collection for two reasons.
On the one hand, more and more taxpayers are
becoming reluctant to pay taxes due to low
incomes and dissatisfaction with the current level
of service provision. On the other hand, political
leaders are finding it more difficult to use coercive
means to collect taxes in fear of losing their
positions, most of which were obtained through
the democratic process. However, the
democratization process has the different potential
of increasing tax revenue collection if it leads to
more awareness on the importance of paying
taxes by taxpayers and more accountability on
the part of leaders. The net effect of these opposing
possibilities could be ambiguous and which needs
to be investigated.

The trend of aid flows presents another area
worth investigating. According to the African
Development Indicators, aid flows from all donors
to Tanzania declined by 28 percent from US$1,343
million in 1992 to US$964 million in 1997. The
declining aid flows and the restrictions
accompanying them have exerted immense
pressure on the tax system to generate funds to
fill the emerging gaps. This pressure could be seen

. as a blessing in disguise if the tax system is

malleable enough to generate the desired levels
of revenue, implying more self-reliance and self-
determination, less so if the tax system s inflexible.

More challenges emanate from the
globalization process. The latter, among cher
things, advocates fora less restrictive international
trade. Reducing restrictions on international trade
means a decreased dependence on taxes levied

on goods that are traded internationally. For a
country with a high ratio of export taxes and/or
import duties to total tax revenues such as
Tanzania, globalization has a potential of
decreasing tax revenue collection levels.
Paradoxically, however, the available data for
Tanzania indicate that since 1993/94 taxes on
international trade transactions have been
registering positive annual growth rates, and it
might be useful to investigate the reason behind
such a paradox. : ‘

Since these forces are possibly operating in
opposing directions, it is important for Tanzania
to disentangle them in order to determine how it
can maximize benefit and/or minimize loss from
them. Specifically, Tanzania needs to know the
following: Which of these forces are a positive
factor in revenue collection in Tanzania, and which
ones are not? And, consequent to this, how can
the Tanzania's tax system adjust to the changing
global situation?

Objectives and Significance of the study

This paper attempts to respond to these questions
by empirically estimating the factors that
determine the performance of tax revenue based
on the 1973-1999 data. Its overall objective is to
seek ways through which Tanzania can maximize
tax revenue collection given the prevailing global
trends. To achieve this broad objective, the study
seeks to explore how the economic structure (an#t
its changes thereof) is reflected in the
administration of taxation. Thus it:

i) Identifies those sectors in Tanzania's economy
that are easy to tax, putting into consideration
the prevailing global trends. This is significant
in that more taxation efforts can gainfully be
exerted in these sectors.

! Most of this analysis is based on the tax revenue to
GDP ratio, which reflects some effort on the part of the
government in mobilizing tax revenue.
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Since 1977, tax administration in Tanzania
underwent many changes. Notable among these
was the merging of the Customs Department and
Sales Tax Department to form the Tanzania
Customs and Sales Department in 1982. The
department was responsible for the administration
of custom duties, excise duties, stamp duty, motor
vehicle taxes and land rent. However in June
1993, the department was broken again to form
separate Customs and Excise Department and
Sales Tax Department.
In 1988/89, Tanzanian government and donors
were very concerned over the low revenue
* collections. Asa result, a commission was formed
to study ways and means to improve revenue
collection. However, no concrete steps were taken
until 1995, when a law to introduce the Tanzania
Revenue Authority (TRA) was enacted. In June
1996 TRA was established. The TRA was set
UP as an executive agency; its objectives were to
establish "a sustained revenue base to enable
‘Tanzania to finance its recurrent and development
expenditure needs without being excessively
dependent on external aid" and to develop "a tax
regime that is transparent, effective, and
conducive to encumbered growth of private
investment and international trade." The executive
agency status allows the TRA to pay considerably
higher ‘wages, both as a measure to mitigate
corruption and retain high quality staff, The TRA
Wwas entrusted with the task of collecting, on behalf
of the government, all major taxes, including
import duties, export taxes, sales, excise and
income taxes, as well as VAT (as of July 1998),
It collects all taxes on mainland Tanzania, and
the income tax and all taxes op imports on
Zanzibar (IMF, 1999).
This evolution is reflected, in large part, by
the tax performance in Tanzania. Prior to
economic reforms in 1986, tax revenue was driven

up by government attempt to cover budgetary
deficits from massive exp

enditures that were a
reflection of the public sector dominance in the

economy. The average tax revenue to GDP ratio

was therefore relatively high in the pre-reforms
period. For example, the tax revenue to GDP ratlc;
averaged about 16.4 percent for the 1967/8-1985
6 period compared to an average of 11.0 percent
for the 1986/7-2000/1 period. However, the tax
structure during the pre-reform period was
characterized by very high tax rates as a
compensation for a narrow tax base, wnde.-rapglng
exemptions and quantitative restrictions,
especially on imports. Such structural weakne§SeS
contributed to smuggling and rampant tax evasclon.
In addition, these weaknesses distorted incent.lveS
and resource allocation and were often comblr!ed
with major problems of tax administration, including
poor pay, poor morale, inadequate faCIlltl?Ss
inappropriate or lack of enforcement of Penaltles
and weak auditing. The economic crisis of the
late 1970s and 1980s led to a worsening budgeta.ry
deficit despite a higher tax-revenue to GDP ratio.
For example, budget deficits averaged about 13.5
percent of GDP during the 1978/9-198 1/2. as
compared to the average of 5.6 percent during
the 1967/8-1977/8 period.

Under the Structural Adjustment Program
(SAP) and the Economic Recovery Program
(ERP) of the 1980, the government made b?ld
attempts to reduce budgetary deficits by adopting
measures to increase revenue generation and cut
down growth of both recurrent and development
expenditures. The government revenue was to
be increased through improved efficiency in tax
collection, expanded tax base and reduced
overvaluation in the exchange rate. Efforts were
also made to bring the self-employed (informal
sector) into the tax-net using presumptive income
estimation methods. Other tax reforms included
lowering tax rates, simplifying tax structures.by
reducing tariff categories, simplifying collection
procedures and strengthening tax collection
institutions through foreign technical assistance.

Other measures included training and better work

motivation, reducing exemptions, and hiring of
Societe Generale de Survaillance (SGS) and
Cotecna Inspection S. A. (COTECNA) to assess
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i) Identifies those sectors in the economy that
are difficult to tax and attempts to establish
why they are difficult to tax, and whether they
can be subjected to further tax reforms.

iii. Investigates the long-term impact of aid flows
- particularly grants to the government - on
domestic tax revenue mobilization. This is
important as it brings to the notice of the
government, d onors and other interested
parties the understanding of the effectiveness
of the aid flow in terms of achieving fiscal
stability.

iv. Analyses the impact of various economic
policies and changes in external environment
(other than aid flows) on tax revenue
generation. This is useful as it may give
insights on appropriate tax policies to adopt in
the face of changing global environment, and
in particular in view o f the globalization
process.

In line with the above tasks, the paper uses the
tax buoyancy approach as opposed to tax
elasticity approach. Both terms measure the
responsiveness of tax revenues to GDP growth.
They are, however, different in that tax buoyancy
is a proportionate change in revenue collection
as GDP changes by a certain proportion,
measured in real terms, that is, after adjusting for
inflation. Thus, tax buoyancy takes into
consideration changes in policies that affect tax
rates and/or bases. Tax elasticity, on the other
hand, is calculated just like tax buoyancy except
that the revenue part is calculated as it would
have been if there had not been any change in
the tax laws, including tax rates or bases. Thus
tax elasticity is a hypothetical construct that tries
to reconstruct what would have happened if there
had been no changes in tax rules. The fact that
this study measures empirically the policy changes
that may have altered tax rates/bases warrants
the use of tax buoyancy instead of tax elasticity.

Study Outline

Section 1 of the papery has presented the problem
statement, objectives and significance of the study.

In Section 2, the paper presents a brief account
of the major changes in the evolution of tax
system in Tanzania. This is followed, in Section
3, by a presentation of theoretical determinants
of tax revenue collection in Tanzania. In Section
4, the paper presents the analytical framework,
followed by the model's results in Section 5.
Section 6 presents conclusion and policy
recommendations.

EVOLUTION AND PERFORMANCE OF THE TAX
SYSTEM IN TANZANIA

Tanzania's tax system owes its structure -
composed of income, consumption, and
international transactions taxes - to the country's
two colonial masters: the Germans (1901-1918)
and the British (1920-1961). In 1949 the British
introduced many changes to the system, charging
the East African High Commission with the task
of supervising the collection of income, customs
and excise taxes. Personal tax was put under the
control of the Treasury but it was the District
Commissioners who were charged with the task
of its collection. At the local level, local chiefs
and authorities were responsible for collecting
taxes for local governments.

In 1961, the East African Common Services
Organization was formed. The headquarters for
the tax administration of the income tax and
customs and excises taxes were located in Kenya.
Land rent, stamp duty and export tax on sisal,
copra, beeswax etc. were under the control of
the District and Regional Revenue Officers.

In 1967, East African Community (EAC) was
established and it took over tax administration for
the 10 years of its operation until it collapsed in
1977. Under its control, sales tax was introduced
in 1969. However in 1973, the EAC control over
income tax broke up and each country took
responsibility to administer the tax. The EAC,
however, retained its control over customs and
excises taxes. When it finally collapsed in 1977,
the administration of these taxes in Tanzania was
put under the mandate of the Ministry of Finance.
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customs duties and conduct pre-shipment
inspection.

The sharp drop in tax revenue to GDP ratio

that occurred in the first year of the ERP
implementation (1985/6) from 16.7 percentto 11.5
percent in 1986/7 did not affect much the level of
budget deficits. In contrast, it reflected the sharp
increase in GDP growth from 1.8 percent in 1986
to 7 percent in 1987. It also reflected a slow
growth in public revenue, which was a resultofa
combination of a narrow tax base, inefficiency in
tax collection and growing incidence of tax
evasion. At the end of ERP in 1991/92, the ratio
of tax revenue to GDP was 12.5%, which was
still below the pre-ERP period level.

Beginning in 1992/3, massive discretionary
exemptions on import duties and other taxes
resulted in a collapse of tax revenue to only 9.6
percent of GDP, the lowest tax revenue effort in
Tanzania's post independence history, (Ballali,
1999). The Third Phase government therefore
embarked on a Recovery Program during 1995/
6-1997/8. To restore donor confidence, among
other things, the government adopted a short-term
Program for the balance of the fiscal year
covering the period January-June 1996. Although
the effort covered only the second half of the
fiscal year, the program dramatically changed the
entire budgetary profile for 1995/6. Budget deficit
including grants of about 1.9 percent of GDP in
1994/5 was eliminated and a surplus of 0.1
percent of GDP was attained in 1995/6. Major
institutional and structural reforms were also
implemented, including the major effort to collect

' Tevenue through the already mentioned TRA, in
July 1996. In 1996/7, the budget position improved
substantially from budget surplus including grants
of 0.1 percent of GDP in 1995/6 to a surplus of
1.1 percent of GDP in 1996/7. The increase in
budget surplus was attributable to a substantia]
increase in donor grants, which came too late to
be spent in the fiscal year. In spite of all these
achievements, the recent 1997/8-2000/1 period
has experienced relatively low tax revenye to

GDP ratio, and consequently, the budget deficit
including grants has resurfaced. Such a
phenomenon begs the question: Wha.t is
happening to Tanzania's tax system? As explame.d
in the preceding section, the motivation to do this
study is engendered by such concern.

THEORETICAL FRAMEWORK: DETERMINANTS
OF TAX REVENUES IN TANZANIA

This section presents theoretical determinants of
tax revenues in Tanzania. In order to keep the
reader informed of the Tanzanian situation, the
performance of each determinant is briefly
presented, justifying the use of such determinants
in the study.

Tax Base

Theory states that an increase in per capita income
raises taxable income, and with efficiently
operating tax system, the absolute amount of tax
revenues is expected to increase. However, in
Tanzania, the relationship between per capita
income and tax revenue to GDP ratio has been
more or less negative (Figure 1), suggesting that
either the tax system is regressive in nature or
that tax administration is inefficient.

Sectors' GDP

Theory also states that with an efficient tax
system, sectoral growth leads to an increase in
tax revenue. Tanzania's economy is made up of
9 sectors: agriculture; mining; construction;
electricity and water; public administration;
manufacturing; transport and communications;
internal trade, hotels and restaurants; and financial
and business services,

Agriculture has consistently been the most
dominant sector, contributing an average of about
50 percent of GDP, Logically, it should also be
the main tax revenue source. However,
agriculture has generally been overtaxed, and
following globalization, further taxation of the
sector is discouraged in order to give incentives
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licenses have been the major sources of tax
revenues in the sector.

The sector contributed about 5.3 percent of
total GDP between 1967 and 2000. Until the
break-up of the East African Community in 1977,
Tanzania, Kenya and Uganda shared common
services for posts, transport and telecom-
munications. During 1970-1980, the transport and
communication sector accounted for about one-
third of fixed capital formation in the economy,
and transport equipment about one-third of the
economy's investment in equipment. In regard to
output, the sector performed well between 1967
and 1971, accounting for an average growth rate
of about 11.1 percent per annum. Thereafter,
output growth declined to an average of 2.7
percent between 1972 and 1979. After arecovery
in 1980, the sector's output further declined atan
average of 3.4 percent per annum. Economic
reforms necessitated private involvement in the
sector and this can partly explain the positive
growth rates registered since 1986, which
averaged about 4.5 percent per annum between
1986 and 2000. The sector's share in tax revenues
from business license is expected to rise given
the increased private participation in the sector.
It is also interesting to note that between 1986
and 1997 the trend in the share of total tax
revenues from motor vehicle transfer tax, motor
vehicle licenses, and motor vehicle licenses has
been more or less similar to that of the sector's
share in GDP (see Figure 2), despite the global
trends discussed earlier. From 1997, there have
been divergences in the trends partly because of
the increasing private involvement particularly in
telecommunication.

Financial and Business Services

Historically, taxation in the sector has been
hampered by public domination in the provision
of financial services as well as the upsurge in the
small business operations, which are difficult to
administer. Public domination in the sector began
with the Arusha Declaration of 1967 in which all

private commercial banks operating in mainland
Tanzania were nationalized and replaced by a new
state-owned bank, the National Bank of
Commerce (NBC). However, given the recent
financial reforms started in 1991 coupled with
attempts to bring small businesses into the tax
net, the sector is likely to be one of the major
contributors of tax revenues in the near future.
The sector has a high potential in generating
income tax revenues from profit, withholding and
corporation taxes.

In terms of performance, the share of financial
and business services in the total GDP has been
increasing over time since 1967 and has averaged
about 5.3 percent during the 1967-2000 period.
Since a record growth of 14.4 percent in 1997
the sector has been registering low growth rates
of less than 10 percent per annum. In the 1970s,
the annual output growth rate ranged from 2.4
percent in 1979 to 5.9 percent in 1979 with a peak
of 7.2 percent in 1975. Despite the economic
crisis in 1978-1982, the sector registered a
relatively high average growth rate of about 5.9
percent per annum between 1978 and 1980.
Financial and business services deteriorated in
the early 1980s as the sector recorded an average
growth rate of about 4.2 percent between 1981
and 1985. Even with the financial reforms of 1991,
the sector's output growth could not recover as it
resulted into a low average growth rate of about
1.6 percent between 1991 and 1996. Recently
the sector has been performing well as a result
of the growing private sector involvement in
financial and business services. Output has been
growing at an average of 6.7 percent per annum
between 1997 and 2000.

Openness

The concept of openness encompasses both
exports and imports. As noted before, export
taxes were abolished in 1983/84 after being in
operation since 1969/70. in order to provide
incentives for exporters. In this view, taxes on
imports have largely characterized the
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trend in the share of total imports of goods and
non-factor services to GDP averaged 25.9
percent in the 1976-1980 period; 17.2 percent in
the 1981-1985 period; and 32.6 percent in the
1986-2000 period. The 1986-2000 imports
situation shows that trade liberalization, which
included, among others, the reduction of import
controls through e.g., the Own-Fund-Import
scheme and the devaluation of the shilling raised
the level of imports. For example, the 'retention’
and 'own' funds schemes for privately financing
imports are estimated to have brought in US$250
million between 1984 and 1990. Trends in exports
and imports of goods and non-factor services
suggest that imports were largely responsible for
the worsening of the current account balance
particularly during 1986-2000.

Economic Policy

Economic policies in place determine the
performance of each sector, and this in turn
determines the level and performance of tax
revenue collection. We discuss two of these
policies here: inflation and the real exchange rate.

Inflation

In theory, the effect of inflation on tax revenue
can be registered through three main channels.
First, according to the Tanzi-Olivera effect, in an
inflationary environment when actual tax
payments lag behind the transactions to be taxed,
tax obligations are lower in real terms at the time
of tax payments (Tanzi, 1977). Second, excise
duties on a number of products may be levied at
specific rates that may not necessarily be adjusted
in line with inflation. Finally, high inflation rates
have a potential to reduce the tax basc? because
in order to protect the real value of their wealt!n,
economic agents make portfolio adjustments in
favor of assets that typically escape the domestic
tax net (see Ghura, 1998). In an environment
where inflation may not be too big, the Tanzi-
Olivera effect may not be observed. In addition,
the negative relationship between inflation and

tax revenue can be violated if the tax system is
characterized by frequent changes in tax rates
or if the trend in inflation has not been high enough
to lead to significant portfolio adjustments. This
ambiguity warrants an inclusion of inflation in the
model.

Real Effective Exchange Rate (REER)

Theory also establishes a close link between real
effective exchange rate and tax revenue
performance. Whereas real effective exchange
rate appreciation reduces the competitiveness of
exports by making them expensive in international
market, it makes imports cheaper. Thus, an
appreciation of the real effective exchange rate
may result in high level of imports and an increase
in the level of revenue from international trade
taxes, and the opposite is true.

The trend in real effective exchange rate
(REER) in Tanzania shows that it has been
depreciating at an average annual rate of 1.9
percent between 1971 and 1979. However,
macroeconomic instability caused mainly by the
economic crisis in the late 1970s and early 1980s
resulted into its appreciation during 1980-1985
with an average annual rate of 13.1 percent. The
reversed trend in REER began in 1986 when the
country embarked in major economic reforms.
The reforms resulted in REER depreciation, which
averaged at an annual rate of 28.2 percent
between 1986 and 1992. Despite the
macroeconomic stability reflected by the declining
trend in inflation, still the rate of depreciation of
the nominal exchange remained low (12.6 percent)
compared to the inflation (22.8). As a result, REER
appreciated between 1993 and 1998 at an average
annual rate of 6.8 percent from the index level of
99.1 in 1993 to 65.1 in 1998. The recent
depreciation of REER shows the reversed
situation where average inflation between 1999
and 2000 has been 6.9 percent compared to the
nominal exchange rate average depreciation of
10.8 percent in the same period. Given the fact
that import duties count more than export taxes
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(which have been discouraged), and given the fact
that REER has been depreciating, one would
expect import taxes to decrease with the fall in the
level of imports.

External Environment

External environment has a strong influence in tax
administration efforts in mobilizing tax revenues.
We focus here on the trends of foreign aid, external
debt and terms of trade.

The relationship between tax revenue and
foreign aid inflows can take either direction. On
one hand, when tax administration views aid inflows
as substitute to tax revenue mobilization efforts,
tax collection effort decreases. The same applies
if the collected taxes are used for non-productive
expenditures. On the other hand, when foreign aid
is viewed as complementary to tax collection
efforts and the administration views this aid as
something that needs to be repaid, tax collection
efforts are increased. In addition to this, if aid is
used in productive activities, the multiplier effect
will generate more employment, which will lead to
more tax revenues.

External debt is another external factor that may
affect tax revenue performance. When a country
has a high external debt (e. g Tanzaniaﬁ, itis faced
with capital flight and reduced foreign investment,
both of which lead to lower tax revenue levels. In
addition, servicing such ahuge debthasa potential
to reduce the expenditure in key economic areas,
leading to further fall in tax revenue collection. In
the specific case of Tanzania, the high debt to GDP
ratio and high debt service costs led the country
into adhering to the conditions given for countries

to benefit from the Paris Club initiative, Under this
arrangement, Tanzania government benefited from
debt cancellation of US$523.8 million and debt
rescheduling of US$3,537 million,

? For example, between 1983 and 1996, Tanzania’s debt
to GDP ratio averaged about 132.5 percent per year,

In June 1999, the Group of Seven rich countries
in the world (G-7) adopted a new initiative in debt
relief for highly indebted poor countries, namely
Enhanced Highly Indebted Poor Countries
Initiative (HIPC). The World Bank and IMF
endorsed the initiative in September 1999. The
Paris Club donor community and other donors
will therefore grant debt relief based on the
fulfillment of HIPC conditions. Tanzania reached
the decision point under Enhanced HIPC Initiative
on April 4th 2000 when the IMF and the World
Bank endorsed Tanzania's request. The initiative
is expected to complement Tanzania's effort
towards reducing poverty and stimulating
economic growth. According to the Poverty
Reduction Strategy Paper (PRSP) progress report
2090/ 1, the conditions for the HIPC completion
point have all been implemented with the
exception of the privatization of the Dar es
Salaam Water and Sewage Authority
(DAWASA). 1t is noteworthy that the recent
decrease of external debt reflects the government
efforts since 1996 in putting in place appropriate
macro economic policies w! * -l include among
others, government expenditure control and
strengthening revenue collection where part of
the revenue was used to service the external debt.
_ Theory states that increasing terms of trade
Increase taxable income, and consequently, tax
revenues. The opposite holds when a country
faces declining terms of trade of its main
products,

In the period 1970-1976, Tanzania's terms of
trade were relatively high, averaging about 127.4
peryear (at 1992 prices standardize to 100). The
tem.ls oftrade reached their peakof 139.3 in 1977
durlflg- the coffee boom and thereafter started
declining, In 1978-1982, the loss of income purely
on account of terms of trade movements
amoqnfed to 12 percent of GDP, Furthermore,
the oil import bill, as a proportion of total export
earnings, rose sharply from 26 percent in 1978 to
56 percent in 1982, with quantities remaining fairly
Constant. Since the mid-1970s Tanzania has traded
In an environment of escalating world
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prices for oil and manufactured goods, while
simultaneously incurring low prices for agricultural
exports whose dominance in the total export
accounts for more than 50 percent. The general
trend from 1978 to 1998 shows that the terms of
trade have been declining at an annual average
of 1.9 percent.

ANALYTICALFRAMEWORK

Model Development

According to Heller (1975), the utility function of
a public decision maker is given by:
UsUY =T,G D L) creeeeeeeeeeens €))

Uy.T and Ug >0,

Up and Up4 <0 if D and F+L>0, and

Up and U4y, >0if D and F+L<0.

Where:

i) Y-T equals to private sector's disposable
income (Y) minus tax revenue (T));

if) D is net domestic government borrowing;

iif) G is total government expenditure; and

iv) F+L is net foreign financing, consisting of
grants (F) and loans (L), including
accumulation or decumulation of external
arrears net of amortization. The variables D
and (F+L) can take either positive or negative
values and the variables in the utility function
are in real per capita terms.

Heller (1975) proceeds by defining the budget
constraint faced by the decision maker:

THFALAD=Grrveersivessessesseensensessessens V)

Leuthold's (1991) applied tax model assumes that
the actual tax revenue to GDP ratio (T/Y) is a
function of the desired tax revenue-GDP ratio
(T/Y)* and the availability of certain tax bases
(B), the status of economic policies (P) and the

level of corruption (C). That is,

TIY=f(T/Y)5B,P,C)ereeee e eeeennna(3)

The present study includes the level of external
environment as per Ghura (1998) but differs from
it by excluding the level of corruption (C) and by
incorporating institutional changes (A). Therefore,
the model looks as follows:

T/Y=R(T/Y)*,B, P, D O PO (- )
Where X is the lével of external environment.

By maximizing equation (1) subject to equation
(2) we can determine the level of the desired tax
revenue. Following Heller (1975) and Ghura
(1998), the utility function assumes a quadratic
form in order to capture the negative and positive
values for the variables D and F+L. That is:

Usft-T-1)- H0-T-1 /G- 26-6-4-p-

a(F+1)-qfFtLF ()

Where Y and G are subsistence levels of
income and government expenditures
respectively.

If it is assumed, following Leuthold (1991) that
Ys and Gs are linear functions of income then
we have:

By maximizing equation (1) with respectto T, G,
and D, subject to the constraint - Equation (2),

yields: |

where a=(-a,-a,*a,a/a,+aa/a,), B=
aa,+a 6)/a6 and 1/Y is the inverse of per capita
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income according to Ghura (1998). The coefficient of 1/Y can be either negative or positive whereas
the coefficient of (F+L)/Y is negative. Combining Equation (7) and equation (4) yields:

T/Y = f(17Y, (FHLYY, B, B X, A)eeiiicceeeeee e ®)

the determinants of individual tax revenues, i.e., income tax, sales tax, and import and excise duties.
This disaggregation is important as it facilitates policy-making decisions.

The models also include 6 changes in the tax administration since 1973, which is important as it
highlights the impact of these changes on the level of tax revenue collections. The study would be
more enriched if it were possible to estimate the impact of tax exemptions on tax revenue collection,
changes in tax rates, and sectoral linkages. However, lack of data makes this endeavour impossible
to execute. The models are specified as follows and are estimated using STATA econometrics package:

Model 1

ftaxr = ay+ a,lpacpom92+ a ,manfs+ a ,trads+ @qlranss+ a; fbs+ agopen+ a_inf |
t agreerg+ aygrant + a ydtedr + a | totg + a,Dummym(9)

Model 2

ytaxr= B+ B, Ipacpm92+ B, manfs + B trads + B, transs+ B fos+ B ;open+ B inf1
+ Byreerg+ B grant+ B, dtedr+ f totg+ ﬂjDummym(IO)

Model 3

staxr= Y+ ,z’llpacpm92+ ,‘fzmanﬁH X 0pen+ X, infl+ X sreerg + X ¢grant + z,,dtedr
+ X tolg + ZkDummym(ll)

Model 4

cetaxr = 6 o+ & Ipacpm92 + 0, transs+8 yimp + 6 ,0pen + Oinfl+ s

sreerg+ o, grant
+ Jgdtedr+ ytotg+ 6§ Dummy ............. .

OSRIN 4 V)

Where: . Vi) trads is the share of trade, hotels and
i) ttaxr is the total tax revenue-GDP ratio. : restaurants to GDP.

fi) ytaxris the income tax revenue-GDP ratio. ' Vi) transs is the share of transport and
iif) staxr is the sales tax revenue-GDP ratio,

o communication to GDP,
iv) cetaxr is the customs and excise duty revenue- = 1X)  fbs is the share of financial and business
" GDP ratio. : services to GDP.,
V) Ipacpm92 is the logarithm of per capitaGDP : X)  openisthe sum of exports and imports, i.e.,
at 1992 prices.

openness.
vi) manfs is the share of manufacturing output to xi) imp is imports.
GDP. ’ . xii)  inflis inflation
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xiii) reerg is real effective exchange rate growth

Xiv) grant is grants to GDP ratio

xv) dtedr is the annual change of the total external
debt to GDP ratio

Xvi) totg is the growth in the terms of trade, and

xvii) Dummym are the dummy variables for the
1986 economic reforms and various tax
administration changes. They take values of
1 in the years after economic or tax
administration changes and 0 otherwise. The
subscript m ranges from 1 to 6 reflecting 6
changes in the economy and tax
administration: break-up of EAC in 1977
(Dummy1), establishment of Customs and
Sales department in 1982 (Dummy?2), the
introduction of economic reforms in 1986
(Dummy3), the establishment of tax
commission in 1988 (Dummy#4), the break-up
of Customs and Sales department in 1993
(DummyS5), and the establishment of TRA in
1996 (Dummyé).

The elements of the country's tax base are
captured by Ipacpm92, manfs, trads, transs, fbs,
and open whereas the effect of macroeconomic
policy is captured by infl and reerg. In addition,
the external environment is captured by grant,
dtedr and totg while Dummym capture
institutional changes.

Hypotheses

Following the theory on the determinants of tax
revenue and taking into account the specific
situation in Tanzania, this paper hypothesizes that:

¢ Per capita income increase and the sectoral
value added are positively related to tax
revenue.

+ The relationship between inflation and tax
revenue is negative if the theories presented
in section 3.2.1 hold, positive otherwise.

¢ The overall effect of real effective exchange
rate depreciation on tax revenue is expected
to be negative.

+ External financing has a negative effect on
the domestic tax revenue-GDP ratio.

¢ There is an ambiguous relationship between
the terms of trade and tax revenue-GDP ratio.

¢+ Democratization has an ambiguous
relationship with tax revenue performance.

Data

The data set consists of the longest available run
of annual observations for Tanzania from 1972
to 1999. As a result, the regression analysis
consisted of 27 observations. Tax to GDP ratio
has been calculated using GDP at market price.
For the sake of consistency, the same applied in
the computation of the contributions of the
economic sectors to GDP as well as the per capita
GDP. Since the information obtained for tax
revenue was in fiscal years, linear interpolation
method was used to convert all calendar year
values into fiscal year estimates. The method was
therefore used in computation of sectors' GDP,
exports and imports, inflation, real effective
exchange rate, total external debt and terms of
trade. The data that have been used in the analysis
were obtained from various publications, including
the Central Bank of Tanzania's Economic and
Operations Reports and Economic Bulletins,
International Monetary Fund's International
Financial Statistics, Tanzania's Bureau of
Statistics' National Accounts of Tanzania,
Statistical Abstracts and Selected Statistical
Series, and the Tanzania Planning Commission's
Economic Surveys.

RESULTS
Univariate Data Analysis

Table 1 presents all the variables with means that
lie close to the respective medians suggesting
normality. Since the data are in time series,
stationarity test was conducted for each of the
variables in order to avoid spurious regression
results when a variable is not stationary. The
Augmented Dickey Fuller (ADF) test was
employed in the stationarity test and the nature
of the ADF equation included two lags for each
of the variables, a constant term and a trend
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variable. The variables that exhibited non-
stationarity were subjected to differencing until
stationarity was achieved. The critical value for
stationarity test at 5 percent was 3.6 and before
differencing with the exception of trads and infl,
all the variables were found to be stationary.
These were included in the model after they
became stationary following single differencing.

Regression Analysis Results

Equations 9 through 12 were all estimated using
Ordinary Least Squares (OLS) technique but
Cochrane-Orcutt iteration method was
additionally used to correct for autocorrelation,
particularly in Equations 9, 10 and 11. The results
of the models are presented in Table 2.

Model 1

In model 1, the constant term has a very big
coefficient, which econometrically implies that
there are many omitted variables in determining
the performance of total tax revenue in Tanzania.
This explanation augurs well with the well-known
fact that the tax base in Tanzania is too narrow
to generate substantial tax revenue. The
relationship between per capita income and total
tax revenue -GDP ratio (TTRGR) is negatively
significant, rejecting the hypothesis that tax
revenues grow with per capita income.

The relationship between TTRGR and sectoral
growths is mixed. For example, manufacturing
sector's growth is positively related to TTRGR
and significant, implying that as the sector expands,
more tax revenues will be collected.

Table 1: Univariate Data Analysis for the Variables Used in the Regression

Variable Qbserva]Mean Median [Standard |[Minim [Maxim|Stationarity Test (Critical Value at 5% is -
tions Deviation.fum  [um  [3.6)

Nature of  ADF|Test Inference

Equation (all havelStatistic

constant and trend)
Ttaxr 27 1434 1520 [3.31 9.50 |19.50 llag(2), 24 obs -2.18  |Stationary
Ytaxr 27 4.10  14.60 1.17 2.60 16.10 [lag(2), 24 obs -1.96  [Stationary
Staxr 27 5.73 . |5.80 2.62 2.10 11040 |lag(2), 24 obs -1.36  |Stationary
Cetaxr 27 2.86 29 1.42 1.10 |5.90 [lag(2), 24 obs -2.27  |Stationary
Ipacpm92 |27 10.91 1090 10.04 10.84 {1098 [lag(2), 24 obs -1.51 Stationary
Manfs 27 0.48 8.30 2.02 7.30 _[12.60 [lag(2), 24 obs -1.08 |[Stationary
Trads 27 16.71 [15.70 |2.33 1440 [21.40 135(2), 23 obs -3.58 [Stationary
Transs 27 493 1480 10.46 4.20 [5.70 |lag(2), 24 obs -0.89  [Stationary
Fbs 27 4.98 5.00 0.41 4.30 |5.60 lag(2), 24 obs -0.95 [Stationa
Open 27 33.68 |35.50 [9.55 16.80 [48.90 |lag(2), 24 obs -1.97  |Stationary
Infl 27 23.63 |25.30 |[8.38 9.10  [34.70 [Lag(2), 23 obs -3.21  |Stationary
Reerg |27 3.22  |-0.67 {18.61 -20.00 {69.93 |Lag(2), 24 obs -2,03  [Stationa
Grant 27 2.47 2.40 0.84 0.80 [3.80 |Lag(2), 24 obs -2.65 |stationary
Dtedr |27 0.10 {040 11103 [24.10 {1820 |Lag(2), 24 obs -2.34  |stationary
Totg 27 -1.49  |-1.89 |4.13 -9.19 [9.25 Lag(2), 24 obs -2.66  |stationary

Note: The number of observations in columm 2 refers to columns

equation (column 7), obs means “number of observations”

stationarity was attained after differencing the respective variabl

3-6 whereas with the nature of ADF

and for all series with 23 observations
e once.
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Table 2: Regression Results from Models of Tax Reverue to GDP Ratio
Model 1-ttaxr | Model 2 - ytaxr | Model 3 -staxsr | Model 4 — cetaxr
Constant (_intercept) 401.0089** 1.7192%* 9.5475** -144.0399*
(43.6425) (0.4595) (0.8641) (69.1528)
Lpacpm92 -35.9800%* - - ' 14.7607*
(4.1153) (6.5944)
Manfs 2.2156** 0.1685** -0.2692* -
(0.0927) (0.0578) (0.1287)
Trads - - - -
Transs -3.2218** - - -3.3245%*
(0.4658) (0.8162)
Fbs - - - -
Open - - -0.1395** . 0.3380**
(0.0176) (0.0874)
Inmp - - - -0.2990*
(0.1098)
D.infl - 0.0536%* 0.0930** -
(0.0143) (0.0284)
Reerg -0.0450** - - -0.0138*
(0.0053) (0.0064)
Grant -0.8892*%* - - -
(0.1411)
Dtedr - -0.0143* - -
(0.0060)
Totg - - -0.1482** -
(0.0387)
Dummy1 L1317+ - 1.5610** -
i (0.3784) (0.4533)
Dummy3 - -1.6197+* -4.0382%* -
iy (0.2199) (0.4600)
Dummy5 - - = =
Dummy6 - - 1.2362** -
id 0.286)
| Number of Observation | 26 A 5 27
F-Statistic F(6,19-263.97 | F(4,20)=83.06 F(7,17=113.43 | F(620)=10.23
Prob>F=0.0000 | Prob>F=0.0000 | Prob>F=0.0000 | Prob>F=0.0000
Resquared 0.9881 0.9432 0.9790 0.7543
A.sj?l}l{fqumd 0.9844 0.9319 0.9704 0.6806
Cochrane-Orcutt used? | Yes Yes Yes No
Dw statistic | 2.6267 1.8114 22141 1.8950
(original/transformed)

** and * mean statistically significant at 1% and 5% respectively. Figures in brackets are standard errors
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The relationship between TTRGR and the share
of transport and communication to GDP is
negative and statistically significant. This implies
that as the sector expands, the ratio of taxes it
generates (as a percentage of total tax revenues)
declines; it may further mean that either the sector
is growing faster than tax administration can
catch up with tax collection, or there are massive
tax evasions in the sector.

The model also shows that trade, hotels and
restaurants (trads) and financial and business
services (fbs) sectors did not significantly
determine total tax revenue performance in
Tanzania. The same is true for openness, import,
inflation (implying that the Tanzi-Olivera effect
and other theories in 3.2.1 do not hold), annual
change of total external debt to GDP ratio, and
the growth in the terms of trade. For clarity,
coefficients and the corresponding standard errors
of these variables have been omitted in Table 2.

There is a negative relationship between grants
and TTRGR, suggesting substitution between
domestic tax revenue mobilization and the
availability of external grants. This is also
indicative of the fact that countries with lower
tax revenue-GDP ratios have been recipients of
larger amounts of grants.

The effect of policy changes on the total tax
revenue performance is mixed: the break-up of
East African Community in 1977 and the
establishment of TRA in 1996 are shown to be
positively related to TTRGR, while the
establishment of Customs and Sales Department
in 1982, the introduction of economic reforms in
1986, the establishment of Tax Commission in
1988 and the break-up of Customs and Sales
Department in 1993 do not significantly determine
tax revenue collections.

Tanzania has been fairly democratic, even
under a single party system. The introduction of
multi-party politics in 1992 does not seem to have
decreased the level of total tax revenue-GDP
ratio, as the insignificance of the coefficient of
dummy 5 (post-1993) indicates, Partly, this reflects
the weakness of opposition parties, whose

weakness has assured the ruling party of 2
continued stay in power and therefore little fear
in its government using coercive means to collect
taxes. But it may also be the case that with
democratization people are more aware that their
taxes are not used as they should, increase tax
evasion, and when these two forces are combined,
the net effect is insignificant.

Model 2

Model 2, which is disaggregated and uses the
income tax revenue-GDP ratio (ITRGR) as 2
dependent variable instead of TTRGR, indicates
that the relationship between ITRGR and the
logarithm of per capita income is insignificant,
implying that the growth of per capita income iS
not reflected in total tax revenue collection. The
main explanation of this result may partly be the
Increased dependence on tax revenues from
mtt’:mational trade and the dominant but non-taxed
agricultural share in the economy over time. Given
agricultural dominance in the economy, and the
fact that the sector has been growing but its
taxation has been declining, this is a plausible
result, :

Just like in model 1, the growth of
manufacturing sector is positively related t0
ITRGR, once again failing to reject the null
hYPOth'esis and highlighting the importance of this
Sector in income tax revenue levels for Tanzania-
However, the share of transport and
communication to GDP (transs) does not have 2
significant impact on ITRGR, and this is also trué
for the share of trade, hotels and restaurants t©
GDP (trads) and the share of financial and
business services to GDP (fbs). As for these
Sectors, the null hypothesis is rejected. The
coefficients on imports and openness are als0
Insignificant,

I.nflation is shown to be significant and
positively related to IT RGR, implying that either
the Tanzi-Olivera effect does not work for income
tax in Tanzania, or the inflation has not grown to0
fast. Since inflation has generally been high during
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the study period with an exception of a few recent
years, the first possibility is probably more realistic.

The annual change of total external debt to
GDP ratio is negatively related to ITRGR, implying
that over the study period, income taxes have not
been growing as fast as external debt. This could
be interpreted as follows: If an economy is
growing in large part due to outside resources
injection (i.e., external debt), it is likely that these
outside resources do not create sufficient
employment in the country to warrant a match
between the growth of these resources (external
debt) and income taxes. Indeed, this makes sense
when one examines Tanzanian economy. With
privatization, workers retrenchment has led to
fewer people paying income taxes as many of
the retrenched join the agricultural and informal
sectors. This means a fall in the share of income
tax to GDP. This period has coincided with
Tanzania borrowing more from outside.

All dummies except one are shown to be
insignificant. The exception is the dummy on the
introduction of economic reforms in 1986, which
is negative and significant, implying that income
tax-GDP ratio has decreased after the
introduction of reforms. This finding further
reinforces the argument presented in the

paragraph above.

Model 3

This model uses the sales tax revenue-GDP ratio
(staxr) as a regressand against the same
regressors used in the previous two mod'els. The
coefficient on the constant term is significantly
large, suggesting an omission of important
regressors. Per capita income growth has no
significant impact on staxr, which makes sense
since sales taxes are mainly collected from
domestic production and are not dependent on

people's incomes. .
The model also shows that as manufacturing

increases, staxr decreases, which is a means thfxt
the null hypothesis of a positive relationship
between sectoral growth and tax revenue

collection is rejected. Possible reasons for this
result could be model misspecification (notice the
omission factor), sales tax evasion, or the
emerging trend in the country where more and
more manufacturing factories are turning
themselves into storage (rather than
manufacturers) of goods from other countries.

The effect of openness (globalization) on staxr
is negative and statistically significant, failing to
reject the null hypothesis. This means that unless
Tanzania increases its competitiveness in
production, participation in global trade will lead
to more dependence on imports and this will
continue denying the country the sales tax that
were to increase if domestic production were
high. ‘

As in model 2, staxr is positively related to
inflation, suggesting once more the inapplicability
of the theories in 3.2.1 when sales taxes are on
the focus.

Another significant finding of this model is that
the growth in the terms of trade is negatively
related to staxr, which makes sense considering
that the declining terms of trade have made
Tanzania more dependent on imports than
domestic production, leading to lower sales tax
revenue levels.

This model also shows that sales taxes have
been impacted by more policies than any other
form of tax. The break-up of EAC in 1977
(dummy 1) and the establishment of TRA in 1996
(dummy 6) are positively related to starx; the
introdtstion of economic reforms in 1986 (dummy
3) posits a negative relationship. It can be argued
that the increase in staxr when TRA was
established reflects more seriousness by the
government to collect taxes than a significant
increase in domestic production; this being so
because the TRA was established with economic
reforms (which are negatively related to staxr)
in place. The establishment of Customs and Sales
Tax Department in 1982 did not have an impact
on staxr (probably suggesting why the department
was later divided, although even after this division
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in 1993 no significant impact was felt [dummy
5]). The political reforms dummy is equally
insignificant.

Model 4

In this model, customs and excise taxes were
regressed against the usual regressors.

The model exhibits a positive and significant
relationship between per capita income and
cetaxr, implying that demand for imports increases
with arise in per capita income, leading to higher
customs and excise tax collections. This is in line
with both theory and the hypothesis in Section
4.3,

No relationship was observed between cetaxr
and the share of manufacturing in GDP (manf)
and the share of trade, hotel and restaurant in
GDP (trads). We would expect a significant
relationship between trads and cetaxr owing to
the country's heavy reliance on external trade,
but probably this is dampened by tax holidays
given as incentives to the hotel industry
developers.

The real effective exchange rate growth
(reerg) is positively related to cetarx; the null
hypothesis is rejected. That is, although
depreciation of REER is expected to lead to more
expensive imports, more imports have actually
been recorded in Tanzania.

Inflation did not affect cetaxr for reasons
already explained. Of greater significance is the
fact that none of the 6 policy changes adopted
during the period led to a significant change in
cetaxr, implying that the leve] of international trade
(which determine the level of cetaxr) in Tanzania

is determined by factors other than the instituted
policies.

CONCLUSION

This paper has estimated the determinants of tax
revenue in Tanzania and identified the response
of tax revenue levels to sectoral growth and
institutionalisation of various economic policies.

It has been established that manufacturing is the
only sector that responds unambiguously to total
tax and income tax collections as it grows, although
sales tax responds negatively to the sector’s value-
added output and customs and excise duties are
indifferent to its value-added output. It is further
noted that transport and communication; trade,
hotel and restaurant; and financial business
sectors have generally failed to explain t.ax
revenue collection in Tanzania, which is indicative
of either informality of these sectors, undeveloped
tax base, an existence of rampant tax evasion, fff
any combination of above factors. That Tanzania's
receipt of grants and loans has discouraged
domestic tax collection efforts has also been
underscored. The paper also indicates that a
depreciation of the real effective exchange rate
has increased the leve] of import duties, implying
that REER depreciation is not a measure against
high import levels, contrary to theory. On the
effect of democracy on tax revenues, it is shown
that the introduction of multi-party politics in the
country has had no impact on the performance
of tax revenue collection, Finally, the adopted taX
policies have had a more significant impact on
sales tax as opposed to other types of taxes.
Inview of these findings, the following policy
recommendations can be made:

* In order to raise the tax revenue-GDP ratio;

Tanzania should direct more investments {0

the manufacturing sector,

There is a need to expand Tanzania's tax base-

For example, most of tax collections are

undertaken in Dar es Salaam and a few urban
.centers. The success that TRA hag recorded

in its short span of time would be enhanced if

the rigour exercised in Dar es Salaam i$
extended to all regions. An extra challenge t0
the government is to fight against tax evasion,

which partly explains why some of the study's
hypotheses were rejected.

More effort by tax authorities is needed t0
reach informal activities ip the transport and




REPOA: Empirical Analysis of Tax Revenue Performance in TZ (1973-1999) 19

communication sector. Given high costs of tax
administration, this should be implemented
alongside the formalization of the sector.

o There is a need to reform further the trade,
hotel and restaurant sector, which is formalized
but does not seem to contribute to tax revenue
collection, as it should. In particular, it is worth
reconsidering tax holidays given to major hotel
developers and determine whether the policy
serves the interests of the nation.

*+ There is a need to design ways to actively
and gainfully participate in global trade.
Tanzania needs to be able to increase its
capacity to produce efficiently in the domestic
economy and trade competitively in the
international market. This will increase sales
taxes and reduce import duties, as the country
will rely less on imports.

+ Effort should be exerted to reduce the
possibility of Tanzania's tax system suffering
from the Dutch Disease that is engendered
by the country's excessive dependence on
foreign aid.

+ Effort should continue to be exerted to pin
down inflation, as this minimizes the negative
effects the latter has on tax revenue
performance. ‘

+ For depreciation of REER to reduce the level
of imports, there has to be an increase in
domestic production, especially of the essential
goods. For example, if demand for clothing is
high and domestic textile factories are not
operative, a depreciating REER will have
dismal success, if any, in reducing cloth
imports.

+ Finally, economic reforms/policies are vital for
the improvement of tax revenue performance
but they are not a sine qua non factor; they
are to be matched with proper tax
administration and economic growth.

Limitations

At its present state, this study faces the following
limitations: First, no comparison has been made
between the findings of this study and those of
other studies on the similar topic covering
Tanzania. This was mainly because such studies
could not be obtained at the time of writing this
study. Secondly, the range of data is short (only
24 observations). For time series studies, such a
short period is likely to penalize the degrees of
freedom, and, consequently, policy inferences.
More importantly, the analysis of different policy
changes is based on very short periods of time
(others as short as 3 years), which cannot be
relied upon to give a conclusive picture about the
impact of such policies on tax performance.
Further shortcoming may be related to model
specification in that there is evidence of omitted
variables in the estimation. Indeed, even the
constant term on the main model (model 1)
supports this view. Despite these shortcomings,
it is hoped that the findings presented in this study
will present a somewhat representative picture
of the determinants of tax revenue performance
in the country and what should be done to improve
it.
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Appendix B: Aggregate and hdvidhcd Tee Reverues, 1967 - 2001

21

Tdtal Tax | IncaneTax | Expart Tax | Qistomand | Sales Tax | Cther GDP at currert
Revawe | Reverme Revere | ExciseTax | Revawe | Tax price at rmarket
Reverue Reverme | price
196768 | 970.1 270.6 - 4711 - 284 7608.5
1968/69 11502 3367 - 5592 - 243 80725
196970 | 1153.0 3447 470 5308 1.0 61.5 8725
197(0/71 1322.0 4424 55.0 5494 2174 578 MAM.0
19772 | 1507.0 526.8 45.0 5624 2186 142 10493.0
1972/73 1993.0 593.3 8.0 6543 451.6 205.8 12137.5
197374 | 25100 @29 2160 825.7 7368 386 145485
1974/75 3165.0 10250 223.0 5280 14214 - 17502.5
197576 | 33020 10110 156.0 5250 1593.0 17.0 21715.0
197677 | 5205.0 1377.0 839.0 5087 1554.0 263 26043.5
197778 | 5333.0 16188 5480 12759 1845.9 H4 305185
197879 | 5630.0 1877.8 4480 10101 2480.6 - 342260
197980 | 67880 24068 466.0 81.0 2930.1 174.1 39200.5
198081 | 79082 | 26508 2150 8340 39507 | 257.7 | 456100
1981/82 | 85020 26000 290 6100 52140 19.0 55514.5
1982/83 | 125293 30220 19.0 8400 6133.0 25153 6524.5
1983/84 | 13397.9 40000 120 8700 7650.0 865.9 76957.0
198485 | 184825 4680.0 - 1650.0 108100 | 18425 98802.5
198586 | 217818 61755 - 14634 10633.7 | 35042 1308020
1986/87 | 274066 7017.7 - 4019.7 1600%4.0 | 275.2 2380385
1987/88 | 425567 10897.7 - 5585.6 227451 | 33283 4179560
1988/89 | 630831 16610.7 - U2 332375 | 47567 570089.0
198990 | 814710 219.0 - 25987.0 285710 | 67180 732225
199091 1182570 | 32413.0 - 56320.0 20171.6 | 98524 958483.0
1991/92 | 1533560 | 40143.2 - 51639.0 448622 | 16711.6 | 122804.0
199293 | 1464200 | 45455.0 - 36706.0 41047.7 | 232113 | 15477045
199394 | 2204580 | 58505.0 - 57363.0 632540 | 413360 | 20122010
1994/95 | 299899.0 | 86645.0 - 912480 72430 | 49368.0 | 2659683.0
199596 | 3837440 | 103870.7 - 1313966 845583 | 639179 | 330705
199697 | 5053540 | 1257262 - 168481 1235026 | 87577.8. | 4238134.5
1997/98 | 5661221 1497874 - 1830028 1381793 | 951526 | 5140133.5
199890 | 6162840 [ 1628%4.1 - 1719932 2080404 | 3564 | 60022760
199900 | 651074 | 20713.6 - 1780007 223411 | 750520 | 682928.0
200001 | 8277884 | 1940129 | - 2508964 | 3019828 | 813963 | 76708900
Source: (1) Bank of Tanzania, Economic Bulletin (Various Issues) (2) IMF, International Financial
Statistics (3) Burean of Statistics, Selected Economic Sedes (4) Own Computation, i.e., GDP at
current prices at market prices.

Notes: GDPatcmaﬁpﬁowammﬂwtpdowhmbemmmdmmdammmﬂeﬁmﬁsmlywdmn

Foremlple,meavemgeofﬂwcalendaryeardatafbrl%mﬁl%, 1969 and 1970 ... etc. gives
the data for the fiscal year 1967/68, 1968/69 ... etc.
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Appendix C: Foreign Aid Inflows in Tanzania

Year [Net ODA From Al[Net ODA From DACNet ODA From F:?t ODA From
Donors, © Nominal[Donors, Nominal (In [Non-DAC Bilateral Multilateral _
(In Mill. US3) 1. Us3) Donors, Nominal {Donors, Nomminal
nMill. US$)  {InMill. US9)
1970 513 379 0.0 134
1971 624 93 0.0 12.6
1972 613 534 0.0 79
1973 100.2 9.5 0.0 9.7
1974 162.5 140.2 0.0 23
1975 295.4 24.7 0.2 60.6
1976 267.9 212.3 0.6 55.0
1977 340.2 257.4 6.9 759
1978 424.6 3328 1.0 %.8
1979 589.0 458.1 3.6 1274
1980 678.7 523.7 274 127.5
1981 702.7 485.6 439 173.2
1982 683.8 485.2 113 187.2
1983 592.6 4294 149 1483
1984 554.3 409.8 7.7 1369 .
1985 484.1 372.6 100 101.5
1986 666.2 513.9 52 147.1
1987 899.7 719.3 0.0 180.4
1988 1016.0 786.1 0.3 229.6
1989 918.3 692.2 1.0 225.1
1990 11745 4.1 3.2 327.1
1991 1080.7 763.8 2.5 3194
1992 13433 816.2 2.7 529.8
1993 953.2 650.1 0.5 303.6
1994 9%8.5 5703 5.9 3924
1995 881.8 586.6 42 291.0
1996 893.7 605.4 2.9 291.2
1997 9%3.8 569.1 56.1 3387
1998 379 -51.3 134

Source: World Bank, African Development Indicators (2000)

Key:
...= Not available

!

|
i
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