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1.0
Introduction 

1.1
Background to the Study

This report is an output of activities of the second phase of Investment for Development (IFD) Project
.  The aim of the study is to assess the impact of foreign direct investment (FDI) on the national economy and the success that government policy has had in attracting and benefiting from it. The study is undertaken with a view to proposing changes to government policy (if need be) that will enable the country to attract more FDI that will also be relatively more beneficial to the country’s economy.  

The main activity underpinning this study is a field survey conducted on a sample of three categories of stakeholders namely:  

(a) The civil society—to get their perception on the potential role of FDI in contributing to Tanzania’s development process; 

(b) Foreign investors active in three Case Study Sectors (Financial, Telecommunications and Mining)—to get some indication on the role of FDI in those sectors;

(c) Local investors in the same sectors earmarked in the second category to assess the impact of foreign investment on local business ventures.

The Report is organised as follows: The first section provides an overview of FDI policy and performance in Tanzania.  Section two provides a brief highlight of civil society mapping for the survey and outlines preliminary findings of civil society survey. Section three provides an overview of FDI policy and performance in the three case study sectors. However due to low response rate from investors survey, we could not draw any definite conclusions from the survey and we had to rely on secondary information about the sectors sector performance.  

1.2
An Overview Of Tanzania Investment Policy And Performance

1.2.1
General Investment Behaviour

Tanzania started embracing private capital flows in earnest from 1990. The declining foreign aid, unsustainable level of external debt, relative ease of capital flows between countries (as a result of globalisation) made non debt accumulating private sources of investment an attractive source of financing for development.  The positive role that international financial flows were perceived to have had played in the development miracle of East Asian countries furthered the desire of the country to attract international financial resources.

Since 1995, with the acceleration of reforms, the investment climate in Tanzania improved considerably. The World Economic Forum's Africa Competitiveness Report 2000-2001, published in conjunction with the Harvard Institute for International Development, for instance, has top-ranked Tanzania in a survey of African nations' efforts to improve economic and investment conditions. The Report, issued in July 2001, placed Tanzania number one out of twenty-four countries on its index for the correction of initial economic conditions in recent years. The Report also ranked Tanzania number two on the African continent for optimism for future growth.  The improvement has been a result of a number of attributes that also imply a possibility of Tanzania becoming one of strong performers in investment and economic growth in the region. These include peaceful political environment, strong natural resource base, ideal location as a port of entry for landlocked states in the Great Lakes region, and responsible fiscal and monetary management.

It is however important to note also that investment effort in Tanzania is, to date, still too low to foster meaningful economic and social development in the country. The current level of gross fixed capital formation in the country is about 20 percent of GDP and there was a decline in capital formation between 1992 and 1997 (see Fig 1.1) mainly as a result of cutting down overall government capital expenditure, which was not matched by an adequate response in private sector investment despite the reforms. In fact during the reform the country has seen a proliferation of the informal sector activities while local investment capacity has not grown fast enough to meet the demand for national development.

Figure. 1.1:
Gross Fixed Capital Formation by Public and Private Sector as a Percentage of GDP 1990-2000
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Data Source:
 URT (2001) Economic Survey 2000. P. 24

1.2.2
FDI Policy

Tanzania has a body of statutes that govern foreign investment, foreign trade, (imports and exports), customs duties, business licensing, intellectual property, export control, competition policy, and other related matters. She also has a clear policy of openness to investment, although a successful investor must still overcome some procedural barriers. The Tanzania investment policy established in 1996 governs almost all investment in the country. A separate statute however focuses on investment opportunities in the mineral sector. The Mining Act of 1998 similarly liberalizes opportunities for foreign investment and provides special incentives to investors in the mineral sector..

The Investment Act of 1997 was enacted to help create an attractive commercial environment, and to provide incentives for inward investment.  This act also established the Tanzania investment centre as the sole investment promotion agency in the country. The Tanzania Investment Centre (TIC) is challenged to perform as a one-stop agency to coordinate and facilitate investment, a goal that has not been fully realised. In its goals to act as one-stop centre senior officers from Department of Lands, TRA, Immigration Department, Labour Division, Directorate of Trade and BRELA are permanently stationed at the Centre.  Investors have the option of using lawyers or TIC to assist them in setting up their companies.  

With a few exceptions, 100% foreign ownership is permitted in most economic activities. The centre provides certificates of incentives on approved projects having a minimum investment of US$ 300,000, if foreign owned and US$ 100,000, if locally owned.  TIC has identified priority investment sectors as mining, petroleum and gas, tourism, infrastructure development, aviation, agriculture, construction, financial services and manufacturing. 

Other institutions that oversee private investment registration in Tanzania are The Parastatal Sector Reform Commission and the National Development Corporation, (NDC). The PSRC is charged with the responsibility of coordinating and overseeing privatisation aspect of the reform process while the NDC has mandate to mobilise and channel investment resources to the industrial sector with the aim of increasing activities that will facilitate adding value to Tanzania’s resource base for domestic and export markets.

The provisions of the 1997 Act are, however, not applicable to Investments in Zanzibar, which are administered under a separate legislation applicable in Zanzibar only. The Government of Zanzibar thus oversees its own foreign investment procedures. Zanzibar permits 100% foreign ownership except in some small retail areas and small tourist services. Zanzibar has also enacted legislation for the creation of economic processing zones and provides support services and other incentives for businesses that export 80% or more of their output. Among the legislations that govern investment in Zanzibar are: (i) Zanzibar Investment Promotion Act, 1986; (ii) Zanzibar Free Economic Zone Authority Act, No. 17/1992; and (iii) Zanzibar Free Port Authority Act No. 9/1998.

Also while the mainland has clear investment policy developments in the investment climate in the Isles have taken place in the absence of a concrete investment policy. As a result private investment activities have been guided solely by sectoral policies. This situation is to be rectified since Zanzibar Investment policy is in the process of being compiled.  At the moment institutions that plan and implement policies that are deemed necessary in tackling Zanzibar socio-economic problems in general and investment in particular are: (a)
Zanzibar Investment Promotion Authority (ZIPA) established in 1991 to oversee the establishment of most of the investment projects except those that are export oriented and transit trade related and advise the Government on investment policy and related matters; (b) Zanzibar Free Economic Zones Authority (ZAFREZA); and

 (c)
Zanzibar Freeport Authority (ZFPA)

1.3
FDI Performance 

1.3.1 FDI Trends

In real terms FDI flows in Tanzania increased in 1990s. There was a significant response from foreign investors from the second half of 1990s when the economic situation improved and the privatisation programme moved forward in earnest.  The major influx occurred between 1994 and 1995 where the annual level of net FDI inflows more than doubled.  It has since been increasing steadily and stood at US$ 192 million in 2000 (see Fig. 1.2)
 (UNCTAD, 2001).  

The main channels of entry for FDI have been Greenfield investment either through sole ventures by foreign investors or in joint ventures with locals.  Tanzania has also been pursuing an aggressive policy of privatisation in conjunction with support it receives from international financial institutions. The intention of the Government is for all parastatal entities to be either privatised or liquidated, although no target date for the completion of this process has been announced. Major privatisations have already taken place in the telecommunications and utility sectors as well as in financial services. Gibbon (1999) estimated that privatisation proceeds accounted for a third to half of FDI flows between 1992 and 1998 (but with cautionary note the reliability of the figures).  Acquisitions of companies by foreign investors while few, have given a significant push to increased FDI flows

In terms of capital flows (Fig. 1.3), TIC data indicates the telecommunications sector seems to have attracted the largest amount at Tshs.1, 104,883 million possibly due to expensive equipment given the small number of projects.  This was followed by the manufacturing sector which attracted Tshs. 673,140 million and natural resources sector which received projects worth Tshs. 257, 665 million and agriculture sector which attracted projects Tshs. 223,668 million cumulatively between 1990 and 2001.  

However, other sources indicate that mining is the largest sector in terms of attracting FDI in Tanzania.  UNCTAD (2001) quoting WTO (1998) indicates that by the end of 1998, the value of total cumulative flows into the mining sector were estimated at US$ 370 million at more than 50 percent of cumulative flows.  Using data on total investments of foreign affiliates, they rank services sector as the second recipient of FDI flows receiving 19 percent
 of the total followed by manufacturing sector.  As mentioned earlier, it is possible that TIC data significantly underestimates investments in the mining sector since the approval, licensing issuing of incentives and monitoring of the extraction activities are under the direct supervision of the Ministry of Energy and minerals.  

Figure 1.2
Net FDI Inflows to Tanzania 1990-2000
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Data Source: 
World Investment Directory (1995), World Investment Report (2000) Published by UNCTAD

1.3.2
Sectoral Distribution of FDI

There is no official data on the annual sectoral distribution of FDI in the country.  However, based on the number of projects that have been approved by TIC between 1990 and 2000, manufacturing sector seems to be attracting the highest number of foreign investors with 369 projects, followed by.  Tourism 114 projects, agricultural sector, which has attracted 91 projects and the natural resources sector with 77 attracted over the same period. The natural resources sector attracted a significant amount of projects especially in the period 1996/1997 mostly directed to the fisheries sector.  This development was a result of efforts to take advantage of the European market for fish fillet.  Developments in this area have, however been arrested by environmental and sustainability concerns as well import bans that the European Union EU imposed on fish and fish products from the Lake region.  

Figure 1.3
Sectoral Distribution of Cumulative Foreign Investment Projects Approved by TIC 1990-2001 by Projected Capital 
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Source: Tanzania Investment Centre

The other source of information on sectoral distribution of FDI is the Report of a foreign capital census alluded to earlier in this section.  The information in this Report corroborates what is indicated in the UNCTAD’s (2001) study.  According to the joint National Bureau of Statistics, Tanzania Investment Center and Bank of Tanzania study, mining and quarrying, and manufacturing sectors accounted for a combined share of more than 80 percent of the total flows during 1998 with mining and quarrying commanding the largest share of at 66.8 percent.  This was followed by the agriculture, hunting and forestry sector at a distant 2.6 percent and slightly behind, the trade, accommodation and catering services, which accounted for 5.4 percent.  In terms of stock, again mining and quarrying and the manufacturing sector accounted for the largest share of FDI stock for both 1998 and 1999.  In 1998, mining and quarrying accounted for 30.8 percent of FDI stock followed by manufacturing at 24 percent.  In 1999, the share of mining and quarrying had gone up to 39.4 percent and although manufacturing sector remained the second largest recipient of FDI, it had a slightly reduced share of 22.1 percent.  The third largest sector was wholesale and retail trade, catering and accommodations services which accounted for 15.4 and 13.1 percent of the FDI as at the end of 1998 and 1999 respectively.  Fig. 1.4 illustrates this information.

Comparison across data sources is not easy due to the different items included in the classification of the sectors.  However all sources bring out the importance and potential of the manufacturing sector in attracting FDI and to the low levels of flows that have been attracted to the agricultural sector in comparison with its importance in the economy.  The Census report shows that for both 1998 and 1999, share of the FDI stock in the agricultural sector accounted for about 7 percent of the total.  

1.3.3
FDI in the Isles

In the isles the Zanzibar Investment Promotion Authority (ZIPA) approved, within a period of 15 years, over 200 private investment projects worth more than US$4.5 billion to invest in Zanzibar.  Considering other approvals, by Zanzibar Free Economic Zones Authority (ZAFREZA) and the Commission for Tourism, the actual number of investors is definitely higher.

Zanzibar FDI initiatives have also resulted in massive tourism development in the isles, bringing along both positive and negative externalities. Tourism development has stimulated transportation industry and other linked industries such as handicraft, carpentry and local food production.  FDI activities have been relatively successful despite the difficult beginning owing to lack of adequate planning and the hurdles that are faced by private investors in Zanzibar (labour force with limited experience to cater for international clientele; few financial institutions and facilities for investment needs; poor infrastructure especially roads leading to project locations e.g. the rural beachfronts).  While the investor community has shown willingness to contribute in solving the infrastructure bottlenecks, this has not been matched by prompt responses by the government.  

1.3.4
Impact of FDI in Zanzibar

· Employment Opportunities

On availability of employment opportunities, there are a lot of complaints that local workers are marginalized, since foreign investors prefer to employ labourers from outside the islands.  The fact that one could not expect rational profit seekers bypass local workers with the same level of skills, efficiency and work ethics and incur extra costs of importing workers, indicates that this is an issue which merits combined efforts between employers the government and local workers.  While employers have certain responsibilities in training their staff on job, the government of Zanzibar has the foremost responsibility to ensure that dynamic job seekers do not face unnecessary hurdles in their efforts to acquire requisite skills.

· Transfer of Technology and Technical Know How

The competence of the people where most investment are taking place has not been conducive in terms of transferring technical and managerial skills.  While the beautiful beaches and landscapes as well as peaceful environment in the remote villages draw investors in the sectors, the quality of the labour force has hampered absorption of skills and knowledge emanating from FDI ventures.
2.0
Civil SociETY SURVEY 

The civil society survey was intended to obtain the views/perceptions of the civil society on a number of issues pertaining to FDI in Tanzania.  For the purpose of this study questionnaires
 were sent to a sample of four types of CSOs namely: Trade Unions, Business Associations, NGOs, Religious organisations and representatives of the academia and the media.
 The respondents were asked to provide their perception on a number of issues related to FDI policy and performance. The results of the survey are presented in the sections that follow below.

2.1 The Civil Society Perception Survey

2.2.1
Contribution of FDI to National Economic development

The civil society feels that foreign direct investment have made significant contribution to the national economy in the last decade and even more so in the last two to five years. 

Sectors that perceived to have had significant flows of FDI are mining, tourism and natural resources and manufacturing/industry.  Commerce/trade/business is the fourth in importance and is followed by social services. Communications, financial sector, agriculture, transport and central government follow in importance after social services. (see Annex Fig A1) Their perception is not far from reality; in fact TIC data reveals that 

2.2.2
Economic, Social and Environmental Impact of FDI

Civil society perception regarding economic, social and environmental impact of FDI is that: the economic impact of FDI has been more pronounced in tourism and natural resources, manufacturing and mining sectors. 

As regards social impact of FDI, the civil society believes FDI has contributed much in the tourism and natural resources, manufacturing and in social services. The impact of FDI on the society in the remaining sectors is perceived to have been positive but only been minimal.

 Although it is perceived that FDI has had a positive impact on environment in all the sectors except mining and manufacturing where it is perceived to be negative, the impact in most of the sectors is only minimal. It is only significant in the tourism and natural resources sector. (See Annex Chart A2)

2.2.3
Impact of FDI on Specific Parameters

FDI is acclaimed for its ability to provide rapid access to needed finance, technology, technical knowledge, management expertise and international markets as well as enhancing competition and employment opportunities in developing countries.  These benefits however are accompanied by threats.  Some of the threats that have been associated with FDI flows to host countries include erosion of domestic entrepreneurship capacity and loss of jobs in domestic firms, in cases where foreign firms inhibit local entrepreneurship in competitive fields; problems of balance of payments if the outflow of interest, dividends and profit on foreign investment induces a net capital outflow; introduction of inappropriate technology; crowding out of government resources when they are used to finance concessions and other special facilities to attract foreign investors; loss of domestic economic autonomy if particular policy instruments are sacrificed in deference to interests of foreign investors; and FDI may also create negative externalities such as environmental pollution and damage.  In this item, respondents were required to give their views on what they think the impact of FDI on some of these items has been.  Their perceptions reveal the following:  (see Annex Table AIII.8-AIII.14)

(a)
Impact of FDI on Quantity of Jobs

The impact of FDI on quantity of Jobs is perceived to be positive in all the sectors except in the financial sector where it is negative. The impact is more positively pronounced in the tourism and natural resources sector followed by mining sector and social services. The impact is positive but only minimal in the remaining sectors which include manufacturing/industry, Commerce/trade/business, communications/IT, Transport and agriculture. 

(b)
Quality of jobs

The impact on quality of jobs is perceived to be positive in all the sectors. It is however highest in the tourism and natural resources sector, followed by mining and manufacturing/industry.

The impact in commerce/trade/businesses follows after manufacturing/industry and is itself followed by communications/IT and financial sector. While the impact on quantity of jobs is negative in the financial sector, the impact on quality of jobs is positive. The impact on quality of jobs is only minimal in the remaining sectors: social services, transport and agriculture.

(c) Impact of FDI on Availability of new technologies

The overall impact is perceived to be positive in all the sectors. It is perceived that the impact on availability of new technologies has been highest in tourism and natural resource sector, followed by mining and manufacturing/ industry. These sectors are followed by commerce/business/trade, communications/IT, financial sector, social services, agriculture and transport.

(d) Impact of FDI on Competition in Markets

The impact of FDI on competition in markets is perceived to be positive in all the sectors. The five leading sectors are tourism and natural resources, followed by mining, manufacturing/industry, commerce/business/trade, and communications/IT.  

(e)
Impact of FDI on Opportunities for Domestic Businesses

In the tourism and natural resource sector the impact of FDI on opportunities for domestic businesses is perceived to have been positive and highest compared to the remaining sectors. The impact is perceived to have been negative in the mining and financial sectors while it is perceive to be positive but only minimal in the remaining sectors

(f)
Impact of FDI on Quality Of Products
The impact on quality of products is perceived to have been highly positive in tourism and natural resources, followed by mining and manufacturing/Industry. In the remaining sectors while the impact is positive it is only minimal.  

(g)
Impact of FDI on Prices of Products

The impact on prices of products is perceived to be positive in all the sectors except in the Communications/It where it is perceived to be negative.

The leading sectors in this case are tourism and natural resources, followed by mining, manufacturing/ industry and commerce/business/trade. 

(h)
Impact of FDI on Choice of Products Available

The choice of products available is perceived to have increased in all the sectors. The leading sectors are tourism and natural resources, followed by manufacturing/Industry, mining and Commerce/Trade/Business. The impact is only minimal in the remaining sectors. 

(i) Impact of FDI on Balance of Payments

Overall it is perceived that the impact of FDI on balance of payments of the economy has been positive but only minimal in almost all the sectors except in tourism and natural resources where it is perceived to be highest

 (j) Impact of FDI on Physical Environment

The impact on Physical environment is perceived to have been negative in the mining and manufacturing/ industrial sectors. The impact is highly pronounced and positive in the tourism and natural resource sector only. In the remaining sectors the impact of FDI on physical environment has been minimal.

 (k)
Impact of FDI on Demonstration of Better Technologies

The overall perception is that impact of FDI on demonstration of new technologies is positive in all the sectors.

The civil society, however, perceive the impact to be most pronounced in tourism and natural resources, followed by mining, manufacturing/industry and Commerce/business/trade. In the remaining sectors they perceive the impact to be positive but only minimal. 

(l)
Impact of FDI on Learning and Technology Upgrading by Local Firms

The perception of civil society is that the extent to which FDI has improved learning and technology upgrading in local firms is highest in tourism and natural resources, followed by mining, manufacturing and Commerce/business/trade. The impact is perceived to be only minimal in the remaining sectors.

(m)
Impact of FDI on Revenue for the Government

The civil society perceives the impact of FDI on revenue for the government to positive in all sectors.  The leading sectors are tourism and natural resources followed by manufacturing/industry and mining. The impact is only minimal in the remaining sectors which include business/trade, transport, financial sector and agriculture and Social Services. 

2.2.4
Potential Benefits of FDI 

Majority of the surveyed civil society reveals the existence of a positive inclination towards FDI. However the survey also reveals that there are concerns regarding the negative impact that FDI might have on the national economy. The civil society feels that FDI contributes positively to the national economic development through:

(i) Bringing invaluable new technologies

(ii) Bringing in valuable new management techniques

(iii) Contributing to the competitiveness of the national economy

(iv) Increasing access to the world market

(v) Bringing in valuable foreign capital resources

(vi) Enhancing exports; and

(vii) Helping to reduce imports.

However the civil society also feels FDI:

(i) May be source of environmentally harmful technologies

(ii) May reduce profitable opportunities available to local businesses/investors especially where the local firms cannot compete in the market.

(iii) Foreign investors are not concerned about the impact of their activities on the civil society

(iv) Foreign investors are only interested in gaining access to the domestic market; and that 

(v) FDI arises out of unfair advantages of multinational corporations/firms.

2.2.5
Country’s Potential to Attract FDI

· Exploitation of Tanzania’s Potential to Attract FDI

The civil society think that Tanzania is attracting less foreign direct investment than it should despite its having peace and tranquillity and political stability. The following are the reasons thought to be contributing to this situation: 

(i) The poor administrative system especially the legal and regulatory framework;

(ii) Poor enforcement of intellectual property rights

(iii) Weak leadership in the national economic planning sector;

(iv) Weak information disclosure and weak enforcement mechanisms;

(v) Corruption which leads to high transaction costs and therefore discouraging investments

(vi) The investment policy is perceived to be weak thus making the investment climate less conducive- the concern here is with the land law, tax regulations labour laws which are thought to be poor and outdated.

(vii) Red tape in establishing investments.

(viii) Poor physical infrastructure in the transport and communications sectors

(ix) Inadequacy of skilled personnel in the country

(x) Lack of adequate promotional efforts; 

(xi) Lack of a comprehensive trade policy

(xii) Low incomes which implies small market prospects for future investment; 

(xiii) There are also concerns that foreign investors are not well assured of their security in the country; and 

(xiv) The fact that the indigenous population is not participating well in the investment sector because they are not well informed/aware of what is happening.

Some of the members of the civil society have raised concerns that the problem is not that Tanzania is attracting less foreign direct investment than but that it lacks appropriate strategies and mechanisms for monitoring and regulating investment activities to ensure that their benefits are felt by the society as a whole. Thus the civil society argues that Tanzania not only needs to have appropriate policies but also to ensure that it efficiently monitors investments it attracts in order to ascertain their contribution to the economy.

· Suggestions on Efforts to Exploit Tanzania’s Potential to attract FDI

From the civil society survey the following are suggestions that came up regarding what the government should do in order to attract more foreign direct investment.

(i) Corruption is a result of poor enforcement of contracts and lack of transparency. It is therefore important that Contracts made to investors should not be a secret and that there should be a national open commission to ensure that contracts are enforced;

(ii) The government should perform strict scrutiny of proposed investments to ensure how workable they are. There has been several cases of failed investments pointing to the fact that the government is not ensuring all the time how the investments are workable before approving them;

(iii) The government should review the investment policy, particularly FDI specific policies;

(iv) Reduce red tape in investment approval procedures: the government needs to make simple and non-conflicting trade regulations including business-licensing regulations;

(v) Review tax regulations, and tax rates; 

(vi) Review the Land Act vs. collateral; (efforts are underway to review the land law)

(vii) Update labour laws;

(viii) Increase promotional efforts and educate personnel dealing with investment on how to handle investment opportunities;

(ix) Target improved spending on critical infrastructure (Social, human and physical) necessary for national economic development;

(x) Have policies to guide the citizens to have the spirit of hard work responsibility and commitment including policies for capacity building for local firms to ensure competitiveness;

(xi) Involve the civil society and investors in a participatory policy making process;

(xii) Strengthen the competition policy; and 

(xiii) Update financial sector policies especially in relation to intellectual property rights.

· Country’s Policy, Nature of Impact of FDI and Needed Policy Changes 

The civil society thinks that policies of a country do have an important influence on the nature of impact and influence of FDI on the local economy and the society. For this reason they suggest that the policy of the country need to change—that is it should be made less restricted or more liberal. At the same time they have raised concerns that the decision to make the investment policy less restricted or more liberal should take into account importance attached to specific sectors of the economy.  Below are the suggestions of the civil society regarding policies that the government should pursue in order to increase benefits from FDI (See Annex Table AIII.16)

(a)
Devise appropriate policies to Support Local Businesses to upgrade technology/ gain   access to Finance, etc)

The weak technology base and the high cost of investment finance to local firms especially small firms is seen as a weakness that hinders meaningful gain from FDI.

(b) Strengthen Environmental Regulation

It has been noted that despite the fact that Tanzania has put a lot of efforts to attract foreign direct investment, more still need to be done to ensure that there are appropriate institutions to ensure environmental sustainability of the ecosystem.

(c) Introduce/strengthen competition policy

The civil society argues for the need to strengthen/introduce competition policy. Tanzania has had a competition law but she has been lacking a comprehensive competition policy. It has however been noted that efforts are however underway to develop one. 
(d) Strengthen sectoral regulation

Failure to attract foreign direct investment in some sectors has been attributed to lack of appropriate sectoral policies and regulations in those sectors.  But the most serious problem in the country is that there is a great disparity between policy statements and enforcement practices.

(e) Strengthening of Labour Legislation

The civil society sees the need for the government to strengthen its labour legislation. Investors have often blamed the government on slow implementation of labour regulations. Hurdles include ------

(f) Strengthen intellectual property rights legislation

Tanzania's lack of enforcement mechanisms for intellectual property infringement is one of the limitations that is said to have hindered meaningful contribution of FDI to national economic development. The government has indicated that it will undertake efforts to ensure that enforcement procedures are strengthened.  In Tanzania Registrar of Companies oversees intellectual property matters, which are governed by legislation on patents, trade and service marks, and copyrights. Tanzania has been amending its legislation to conform to WTO requirements; the most recent is the Copyright Act of 1999. 

(g)
Impose requirements on foreign firms 

The civil society also sees the need for the government to impose requirements on foreign firms in order to increase the benefits from FDI. The suggested requirements include: 

(i) Job creation  

(ii) Employment of local managers 

(iii) Transfer of technology 

(iv) Imposition of local content norms 

(v) Exports from the economy 

(vi) Balance foreign exchange impact

(vii) Transfer skills and know-how to local subsidiary firms 

(viii) Transfer of skills and know-how to local non-affiliate firms 

(ix) Training of local technical and managerial manpower  

· Other Options for Influencing the Behaviour of Foreign Firms

A majority of the surveyed civil society (44 percent) is not well informed as to whether there are any other options that can be used to influence the behaviour of foreign firms for the benefit of the local economy. 39 percent however agree that there are other options and suggest the following measures as other options that can be used to enhance benefits from FDI to the local economy. 

(i) Monitoring and regulation of investment activities to ensure that they comply with domestic policies;

(ii) The country should be able to create an adequate pool of competent personnel without having to impose requirements on foreign firms to do the same;

(iii) Maintenance of public private sector social dialogue and strengthening of industrial relationship;

(iv) Ensuring proper use of tax revenue for national social and economic development; and 

(v) Encourage partnership between local and foreign firms

(vi) Seriously undertake to review the land law and labour legislation in order to make the investment environment more conducive.

(vii) Strive to build a culture of patriotism and responsibility among Tanzanians 

(viii) Find a way to ensure foreign firms respect human rights; and 

(ix) Strengthen intellectual property rights legislation in the country

· FDI Targeting to Specific Sectors 
Tanzania’s lack of appropriate sectoral policies, and weaknesses in enforcement of policies and regulations are among the factors that have contributed to either its failure to attract FDI in these sectors or to make their contribution meaningful for sustainable development of the national economy. To date agricultural sector remains the most important contributor to GDP. Efforts to diversify exports have also not yielded much results as traditional exports continues to dominate the country’s exports. 

For national development objectives, Tanzania needs to do more than targeting FDI to specific sectors. For national defence and security concerns however the civil society feels that FDI should be banned in the ammunition industry. There are also views that FDI should be banned in sectors such as Small and medium scale enterprises; Agriculture; Public utilities; Tourism and natural resources. But it is quiet possible that these suggestions emanate from environmental sustainability concerns and the fact that the impact of FDI on the society is not seen to be significant.

So rather than banning FDI in certain sectors it is important for the government to ensure that efforts to attract FDI go hand in hand with efforts to protect the environment and make their contribution more felt in the economy. Efforts should also be made to increase the competitiveness of local investors in different sectors of the economy. The civil society, however, feels strongly for the need to channel FDI into: 

(i) Manufacturing industry, particularly heavy industries to produce machines locally

(ii) Physical infrastructure facilities-especially for transport and communications

(iii) Education and human resource development

(iv) Agriculture and agro processing

(v) Mining industry

(vi) Financial sector; and 

(vii) Social services such as water, electricity, etc.,

3.0
inVESTMENT IN the CASE STUDY SECTORS

Three case study sectors were selected for this survey: Mining, Financial sector and telecommunications sector. However due to low response from the investors survey it was difficult to make definite conclusions directly from survey results. This section is therefore intended to highlight on sector policy and performance since liberalisation and privatisation efforts started in earnest in 1990.  Selection of the sectors for the case study sectors was based on the fact that these sectors have seen the largest proliferation of foreign direct investment funds since liberalisation efforts stated in earnest in 1990.  

3.1 Mining Sector

3.1.1
Sector Policy Overview

The mineral sector in Tanzania promises to be an increasingly important contributor to GDP and export earnings. Following the encouragement of private sector participation in the 1990s, mining activities have increased in Tanzania. Between 1995 and 2001, the government embarked on rigorous efforts to foster policy and institutional changes that would enhance investment in mining.  These efforts resulted in the formulation of the Mineral Policy of Tanzania introduced for the first time in 1997, followed later by enactment of a new Mining Act of 1998 (which repealed the Mining Act of 1979). The rules of the game for the sector were also set out in Mining Regulations, released in 1999. 

The main objective of the 1997 policy is to facilitate the exploitation of mineral potentials that would contribute significantly towards income generation, employment creation, social and economic infrastructure development (particularly for rural areas), increasing foreign exchange earnings and government revenue as well as reducing poverty.  The Mineral policy of Tanzania has since gained reputation as being the ‘best of its kind in terms of providing a positive supportive environment with attractive taxation and capital allowances
. Exploration and exploitation of all mineral resources (including petroleum and gas sub-sector) in Tanzania falls under supervision of the Ministry of Energy and Minerals.  It is worth pointing out at this juncture however that despite valid arguments for incentives for investment promotion there have been concerns that incentives have been too generous to the extent that the economic benefit of mining activities in Tanzania are reaped elsewhere rather than in Tanzania that is, in the home countries of the owners of the multinational companies. There have been therefore some calls for a review.

3.1.2 Performance of the Sector

The mineral sector is currently regarded as one of the fastest growing sectors in the country in absolute terms and in its contribution to the economy and export activities.  The sector has been growing at an average annual rate of 16.2 percent per year between 1997 and 2001.  Its annual contribution to GDP rose from 1.7 percent in 1997 to 2.5 percent in 2001 (URT, 2000).  In nominal terms, export earnings generated by the sector increased from USD 29.7 million in 1996 to USD 311.9 million in 2001.  The increase was mainly attributed by huge capital invested by big mining companies. Employment in the sector has also increased.  Government revenue from the sector has also increased. The revenues from the sector are earned from taxes, prospecting royalties and mining licence fees.  Large mining companies have been the most reliable source of government revenue from the sector. Tracking of production volumes and exports from such companies has been relatively easier in this category compared to small-scale miners whose informal nature of operations makes them difficult to track

Figure 3.1:
Contribution of Mining Sector Expressed as a Percentage of GDP (1992 = 100)
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3.1.3
FDI in the Mining Sector

There has been a tremendous increase in prospecting in mining activities following deliberate policy changes undertaken by the government since early 1990s. These policy changes have included:

(i) Creation of an enabling environment for investment in the sector;

(ii) Introduction of a competitive mining policy an equally competitive mineral legislation;

(iii) Reviewed tax regime; and 

(iv) A sound macro-economic framework;

Local and/or joint venture and foreign direct investments have gradually increased in areas of exploration and mining. Large mining companies such as Ashanti Goldfields, Anglo gold, Barrick Gold Corporation, Resolute and others are currently involved in important mining projects in the country.  Table 3.1 below displays some of the key foreign investors in the sector.  From 1995 to date, mining investments worth over US $ 1.5 billion have been established in the sector. By the year 1999 over 500 exploration licences had already been issued (Economic Survey, 2000). 

Table 3.1:
 Major Mining Operations in Tanzania


Company Name
Owner
Mineral
Production Date

1
Kahama Mining Corp
Barrick Gold
Gold


2
Golden Pride
Resolute
Gold
April 2001

3
Geita
Ashant/Anglogold
Gold
February 1998

4
Africa Mashariki

East Africa Mines
Afrika Mashariki

Spinifex
Gold

Gold
August 2000

Feasibility

5
Merelani
AFGEM
Tanzanite
August 2000

6
Williamson
Debeers & Tz. Gov.
Diamonds
1940

7
Kabanga Nickel Project
Barrick Gold
Nickled
Exploration

Source: URT, Tanzania Investor’s Guide 2002 and Beyond

Despite the fact that the mineral sector, primarily focused on gold production, offers one of the best opportunities for growth in the country, viability of Tanzanian gold production is closely tied to international gold prices, which have shown continued volatility. This is because the local market for minerals is still small and therefore most of the output from mining sector is exported or sold to foreign owned firms. 

3.2
Financial Sector

3.2.1 Sector Overview

The financial sector has been undergoing intense reforms since early 1990s. The objectives of these reforms included:

(i) Facilitating the attainment of macroeconomic stability;

(ii) Supporting structural adjustment in the real economy; 

(iii) Providing effective support to the economy, especially by financial deepening and diversification in an environment of serious market competition
. 

Some of the measures that have been undertaken under various components of the reforms are: 

(i) Bank of Tanzania redefining its role and re-orienting itself through the BOT Act, 1995; 

(ii) Allowing the establishment of private commercial banks, 

(iii) Restructuring parastatal banks in an attempt to increase their managerial capacity, improve operational efficiency and rehabilitate their balance sheet by removal of non-performing assets, recapitalisation and eventually privatisation 

(iv) Removing government controls from financial markets, and most recently, finalizing process to facilitate liberalisation of current and capital accounts.

Under its re-defined role, the Bank of Tanzania emphasis is now the conduct of monetary policy especially adopting use of indirect policy instruments, open market operations and strengthening its role in banking supervision. This is important in ensuring resilient, well-regulated financial system, essential for macroeconomic and financial stability.

One important attribute of the financial sector reform was to allow operation of private commercial banks in the country.  As a result of creation of new environment under which financial institutions could operate, a total of 19 banks and 10 non-bank financial institutions were established in Mainland Tanzania by July.
 Foreign banks by and large dominate the banking sector. Out of the 19 banks currently operating in Tanzania, 16 (accounting for more than 80%) have majority private foreign ownership while 2 banks are private local and 1 state-owned. 

The major limitation of financial sector developments however is that most private and foreign financial institutions are concentrated in Dar es Salaam with upcountry branch network confined mainly to only two regions (Mwanza and Arusha). With exception of the state-owned Micro finance Bank that has about 105 branches across the country, NBC (1996) LTD with 31 branches and CRDB Bank LTD with 23 branches, the activities of the rest of the banks are limited in Dar es Salaam or at best have branches in few major towns

3.2.2 FDI In the Banking Sector

Following liberalisation of the financial sector, foreign private investors have dominated the private banking scene in Tanzania. Literature on the experience of other emerging economies indicates that foreign banks are typically more efficient than local banks (IMF, 2000, p. 165). They help improve the availability of financial services by introducing new services not available in the host country. They also improve the quality and pricing of services, either directly as providers of such services or indirectly through competitive pressures on domestic banks, forcing the later to introduce improvements. This development has taken a similar face in Tanzania too. Foreign banks are more efficient compared to local banks and therefore the local banks are forced to lean from these and adopt new methods that would allow them to compete in the sector. 

Some of the benefits of influx of foreign investors in the banking sector have included transfer of technology and upgrading of skills. As an example of three foreign banks that recently entered Tanzania shows, the improvements that have been so far recorded in the financial sector would not have been possible without a massive transfer of technology through bringing in skilled expatriate banking personnel, on the job training and sending local staff abroad in specialized training institutions. These contributions do not necessarily come up automatically but are determined by government policy, including the establishment of the competitive environment on the one hand and strengthening existing institutions, reinforcing the regulatory system and putting in place an effective supervisory mechanism on the other hand (Temu and Due, 2000).  

3.2.3
Role of Foreign Banks: Transfer of Technology and Human Resource Development

(i)
Standard Chartered Bank

Standard chartered was the first international bank to open operations since the introduction of the financial sector reforms in 1990. The first branch was opened in Dar es Salaam in 1993, followed by five additional branches: another two in Dar es Salaam and one each in Mwanza, Arusha and Moshi. By the end of 2000 the bank had built up a capital base of over US$220 Million and clientele including major international corporations in the country as well as local public and private enterprises.

 In the last four years the bank has introduced a number of innovative products and services previously not available in the country at a cost of over TZS. 1 billion. Foremost among these is the Internet services for corporate customers, the first such service in east Africa, which enables corporate customers in the region to access their accounts or conduct business through the electronic banking services facility. Its Reuters money 2000 provides bank customers with timely information on their foreign currency exposure. All the six branches are fully computerized, satellite linked and equipped with ATMs. Other international banks have since followed suit.

Standard Chartered has 190 employees, five of whom are expatriates, including the head of Finance who is Kenyan. The banks training programmes closely linked to its strategy of maintaining and improving competitiveness through the use of cutting age technology and acquisition of market and management techniques. Three methods of training are used: (i) in-house training through learning by doing; (ii) workshops on specific topics such as credit management, marketing and customer relations; (iii) training of technical staff in neighbourhood countries, especially Zimbabwe and South Africa. The bank also sponsors management and technical staff for specialized training in the United Kingdom. Since 1998 it has spent over TZS 400 Million on training

(ii)
Citibank

Citibank entered Tanzania through establishment of a Greenfield branch in Dar es Salaam in 1995 and has since expanded to Mwanza and Arusha. The number of employees of the bank is 100 with 75-80 professionals including 5 expatriates. Citibank’s strategy is to build a pool of professionals with regional exposure by switching them around the 16 countries in which the group has a presence in Africa. Training is undertaken at three levels: in-country, by visiting personnel or expatriates; regional training undertaken either in Nairobi or in South Africa; and international training at Corporate Training Center in Istanbul. Aside from these three levels of training, the company also operates an international mentoring and appraisal scheme. Citibank recruits from the university of Dar es salaam (around 80 percent), with the balance from the Institute of Financial Management (IFM).

(iii)
Amalgamated Bank of South Africa

Amalgam Bank of South Africa had a larger and different challenge following entry through acquisition. The South African company started with 1,176 people after its majority purchase in 1999, a figure that has been reduced to 934. ABSA brought in six expatriates to introduce new priorities, system and procedures and this figure subsequently increased to 11. The company used an industrial psychologist to obtain a profile of all the staff and on this basis-identified people they could use and in what capacity. Salaries were increased by 25 percent in order to retain the best staff. In terms of new recruitments, ABSA has not attached excessive value on academic qualifications, but rather has focused on capabilities and trainability.  The focus of training has been on two aspects: firstly, telephone etiquette and secondly, the new integrated Computer system.

(iv)
International Bank of Malaysia

The international Bank of Malaysia commenced greenfield operation in Tanzania in February 1998. The small staff numbers 18, including one Malaysian. Almost all of the eight professionals are graduates. Two of their staff studied at the International Islamic university of Malaysia and all the rest is from the university of Dar es salaam except one employee in it. Recruitments at graduate level was followed by two to three months training in Malaysia. Training is also undertaken within the bank through the Association of Bankers that has yearly specialist programmes on, for example, liability management and credit. Growth has been slow but gradual and the bank has intentions of establishing other branches around Dar es Salaam with the aim o handling small and medium-sized (mostly Business) customers

Many of the new foreign investors have also introduced programmes where locally recruited staff is sponsored by the firms to obtain further training in formal learning institutions within Tanzania or abroad. The bank believes that in order to maintain its current competitive position in the face of intense competition from other international banks such as Citibank, Barclays bank and others, investment in upgrading the skills of its Tanzanian staff and training them in modern management skills are critical.  Some of the foreign firms have their staff trained in the home country and often by the parent company so that the trainees, while acquiring new skills, also gain a better understanding of the working methods and culture of the company. For example when the international bank of Malaysia was established in Tanzania, it headhunted and recruited Tanzanians studying in Malaysia who were then given three to four months additional training by the parent company before returning to Tanzania.  

3.3
Telecommunication Sector

3.3.1
 Sector Overview

The East African Posts and Telecommunications Corporation managed telecommunications services in Tanzania until 1977. In 1978 Tanzania Posts and Telecommunications Corporation (TPTC) was formed to take over the powers and functions of the defunct East African Posts and Telecommunications Corporation. Postal and telecommunications operations and regulations became fully integrated functions of TPTC.  TPTC also became the sole monopoly in the telecommunications sector and continued to enjoy the exclusive right to operate public switched telephone Network until deregulation and liberalization efforts in the telecommunications sector that started in the country in 1990s.

As of 1991, there were 188 telephone exchanges with a total capacity of 104,460 lines with 78,000 lines connected which was about 85 percent capacity utilization on fill rate. The telephone density in the country averaged 0.3 lines per 100population compared to the average of 0.46 per 100 of population in Sub Saharan Africa. The quality of service was poor; workers productivity was low, while demand was as high as 200 percent of supply. Local tariffs were very low (equivalent of US$ 0.02 per minute) while international tariffs were among the highest in the world (about US$ 6.40 per minute). 

Tanzania is currently in the process of modernizing its telecommunications sector.  The government started to focus on liberalization of its telecommunication industry in 1993 through the implementation of the telecommunications Restructuring Programme (TRP).  The net result of TRP was the separation of TPTC’s posts and Telecommunications activities, and the establishment of the Tanzania Communications Commission (TCC) in 1994. The Tanzania Telecommunications Incorporation Act of 1993 established the Tanzania Telecommunications Corporation Ltd. (TTCL) as the wholly state-owned basic telephone service operating company. The act also had a provision for privatisation of TTCL. Privatisation in the sector moved forward with the recognition that telecommunications infrastructure is an essential component of overall economic development.

 The government allowed private sector participation in provision of non-basic services such as value added services, specialized services such as mobile cellular telephone, sale and installation of customer premises equipment (telephone sets, fax, telex etc.), and in wiring subscriber premises (The participation of the private sector operators in each of the service groups is briefly reviewed in the next sections). The licenses for value added services and local land mobile cellular telephone operators however includes the conditions that locally owned shares should not be less than 35%, and that a foreign company which owns majority shares (over 50%) should submit to TTC guarantee of network performance for the duration of the license.

3.3.2
Telecommunication Services Available

Telecommunication services provided in the country include: 

(i) Basic and fixed telephone services;

(ii) Mobile cellular services;

(iii) Card phone service;

(iv) Radio paging services, 

(v) Public data communication; and 

(vi) Internet communication service. 

Tanzania’s teledensity was 0.5 telephoned per 100 persons in 2000 and had improved to 0.8 per 100 persons as of February 2002. While this is still too low compared to that of developed countries and the sub Saharan Africa, it is nevertheless, a good reflection of the improvement in telecommunications infrastructure that have taken place in the country since 1999.  

(i) Fixed Telephone Services 

Only 2 companies are licensed to provide services.  These are TTCL and ZANTEL limited providing services nationally and in Zanzibar respectively, 

(ii) Mobile Cellular Services

Mobile communications has gained significance as means of overcoming Tanzania’s traditional infrastructural challenges. Given the high demand for mobile cellular services, TTC divided the country into four service areas (Coastal Zone, Northern Zone, Central Zone and Southern Highlands) and allows a maximum of two service providers in each of the regions. The limitation of the number of operators in each region is partly due to the frequency band availability.  Currently, Tanzania has 5 national cellular licenses including: (i) MIC Tanzania Limited which operates as Mobitel Tanzania Limited; (i) ZANTEL Limited  - licensed to provide both basic and mobile phone services. Its activities are restricted to the Zanzibar Islands; (iii) TTCL’s Subsidiary (Celtel); (iv) Tri-telecommunications Company Limited; and (v) Vodacom Tanzania Limited. 

(iii) Card-phone/pay-phone Service

Three companies TTCL, Vodacom (T) Limited and Jupiter Communications are currently providing these services.  The service is very popular with the public and seems to have eliminated the traditional long waiting lines prevalent in telephone booths previously. 

(iv) Public Radio Paging

Licenses to cover the whole country were granted to four companies in 1995; TTCL, beep-me Limited, Call Systems Limited and African Communications Group Telesystems Limited (ACG) later renamed Adesemi. However due to low returns, paging business has not been successful leading to bankruptcy of the operations. As of December 200, there were no active operators in radio paging.

(v) Public Data communications Services

Three internationally owned carriers were granted licenses to operate this service in Tanzania: SITA Group (Now operating as Equant Tanzania Limited), Datel and Wilkem/Afsat. The university of Dar es salaam was granted a license for an internal service without resale capabilities.  In addition to the licenses SITA, Datel and Wilkem/Afsat TCC has also granted licenses to Simbanet (T) Ltd, SOFT-TECH (T) Limited, FASTCOM Africa Limited, TTCL, Pan African Communications Ltd, TANSAT and Satcom Africa Networks. TCC has also granted licenses to four private dedicated data operators.

(vi) Internet Service Providers

Tanzania has embarked on substantial efforts to improve its IT infrastructure to close the gap between it and leading technological nations. Despite such obstacles as lack of credit, lack of demand, and lack of infrastructure among others, Tanzania has shown consistent growth in both the IT and communications markets. Consistent with the current trend sweeping Africa of upgrading Internet connections and encouraging IT usage, the Tanzania government has also embarked a mission to cultivate a more technologically advanced climate. In July 1996 Tanzania had no Internet service but by may 2000, Tanzania had jumped to the 13th place among all African nations in the internet connectivity ranking. The current number of Internet host sites is not available but the most recent information cites 536 Internet host sites as of 2000. The number of Internet accounts subscribers has also grown to 100,000 as of February 2002
.

3.3.3
Regulation and Policy

Before the reform of the sector, the ministry of communications and transport was responsible for policy and overall supervision of the sector including regulation. TPTC was responsible for frequency allocation as well as type approval of terminal equipment. Under the new Tanzania Communications Commission Act of 1993, the line minister is responsible for policy. The regulatory role is vested in TCC under the general oversight of the minister. Several guidelines have now been given by TCC concerning participation of foreign investors in telecommunications sector. These include the requirement that all aspiring foreign investments have at least 35% stake owned by local share holders and the requirement for companies with majority foreign share (over 50%) to provide to TCC guarantee of its networking in the period of its license.  Tanzania has however not made any specific commitments in the WTO with respect to its Telecommunications sector operations. Recently however, Tanzania has revealed its intention to underline its commitment to telecommunications liberalization by making specific bindings under the General Agreement on Trade in Services (GATS).

In October 1997, Tanzania enacted the National Telecommunications Policy (NTP), which clarifies the government’s objectives for its telecommunications sector. These include accelerated development of an efficient telecommunications network that can provide a national infrastructure and access to current technologies by all sectors of the economy and all segments of the population. 

3.3.4
FDI in the Telecommunication Sector

One of the explicit goals of liberalization and privatisation in telecommunications sector in Tanzania was to attract foreign direct investment which would bring with it skills and technology. International participation in Tanzanian telecommunications sector is clearly high and has ranged from operation of the networks to various value-added services such as data transmission. The growth of the telecommunications sector has also seen proliferation of foreign equipment suppliers in Tanzania such as Alcatel, Motorola, Siemens, Ericson, Nokia etc. as cellular equipment and network infrastructure suppliers and Alcatel, British Telecom TMC (UK), Dial Face (Italy) CROMPTON (India) and ERCA, DPA (south Africa) etc. as fixed line infrastructure suppliers.

According to TIC documents, in the period from 1990 to the end of 2001, 21 projects were approved for the telecommunications sector. Total investment in the sector in that period amounted to TZS. 1210287 million (about 20 percent of total investment in the country) and created 1932 employment opportunities. Of these 3 were foreign, 11 were (local-Foreign) joint ventures, 7 local and 4 expected rehabilitation projects. This shows that foreign investment in the sector has been high relative to local investment. 

3.3.5
Impact of FDI in Telecommunications Sector

The introduction of liberalization and competition in telecommunications has shown a positive driving effect on the adoption of new technologies, on the market development and more in general on the entire Tanzanian economy.  Tanzania has received large inflows of foreign capital in the telecommunications sector. Inflows of technology as a result of technology based license agreements or direct participation into a local firm via capital ownership have played a significant role in improving local technological potential through adaptation and diffusion. The introduction of these most recent technologies have led to the provision of better services in the country and at more competitive prices. Jobs too are created in the process.

There have also been faster rollouts of networks to achieve universal service objectives. For instance, the number of telephone lines installed grew from 76,369 in 1991 to 126,515 in 1999 and 177,802 in July 2001 with an exchange capacity of 234,640. This and the growth of the number of mobile telephone subscribers reflects the introduction of new and more efficient technologies as well as what competition have done in the sector.

Foreign firms have also come up with new and better managerial and technical skills that have helped to improve the operations of local companies and the improvement of telecommunication services. 

3.4
Capital Market development in Tanzania

The Dar es Salaam Stock Exchange (DSE) was incorporated in September 1996. The formation of the DSE followed the establishment of the Capital Markets and Securities Authority (CMSA) by the Capital Markets and Securities Act, 1994. This is the industry regulatory body established with the initial mandate of promoting conditions for the development of capital markets in Tanzania.

The Dar es Salaam stock Exchange market began its first day of trading in April 1998. Foreign investors were initially barred from trading on the bourse but this limitation was lifted in November 2002.. It is hoped that by opening the securities market to foreign participation Tanzanian companies will be able to secure increased investible financial resources globally more inexpensively through the DSE than through long-term loans. 

The development of the stock exchange market in Tanzania has been hampered by the enforced lack of participation by foreign investors and by a local investor community, which lacks significant surplus funds and is not yet fully convinced of the value of investing in the stock market. Opening the DSE to foreign participation therefore constitute a further liberalization of the capital account of the balance of payments that will require increased vigilance on maintaining microeconomic stability and financial stability. The benefits of allowing portfolio investment in Tanzania are long-term, and are largely dependent on the number and quality of private companies that will be listing at DSE. It will also depend on pace of expansion of the market capitalization of the DSE.

3.5
Learning and technology upgrading by local firms

The increase in competition in the market has forced local firms to learn new skills and technologies so as improve their efficiency in production and service delivery. Local firms learning efforts include: 

(i) Copying skills and techniques and trying to adapt them to local conditions. By employing their expert employees after they finish their contract periods with the competitor firms, local firms are able to learn new techniques and adopt them for their own use.

(ii) Restructuring of management 

(iii) Adopting new technologies including the application of new software on management of information systems (MIS)

(iv) Improving customer service/care service, quality of work and range of products and services.

(v) Lobbying techniques.

3.6
Marketing Strategies and State of Competition among Local and Foreign Firms

Foreign firms are generally more competitive compared to local firms in the country. Their strategies for capturing the market (Product quality assurance (the main strategy); Improving customer care service; as well as raising brand awareness through advertisements enables them to gain market share faster and even surpass the local firms.  Other factors that are thought to increase competitiveness of foreign firms relative to their local counterparts include; Lower cost of capital; Being part of global production network; Their ability to get equipment on credit from international suppliers; Favouritism between investors from the same nation or community; The fact that they seem more credible and able; Preferential treatment by investors and or donors; and Unfair competition practices.

It is important to note that despite its major efforts to liberalise the economy and encourage private sector led development, Tanzania did not have a comprehensive trade policy document until year 2002 when the first draft was prepared. The challenge now is to ensure that the policy is well implemented. Tanzania still lacks a competition policy but efforts are underway to prepare one.

4.0
Policy Recommendations and Conclusion

This section attempts to identify some of the policy recommendations that emanate from the survey and secondary information available in the country. They include suggestions on what the government and the Tanzania community at large will need to work on if the country is to attract more FDI and increase its benefit for national economic and social development. 

4.1
Policies to Attract More FDI

Tanzania has done a great job in improving its investment climate and promoting investment both foreign and local. However bottlenecks and barriers to investment still exist. These barriers include, slow processing of immigration permits for foreign investors and expatriate personnel, except when going through TIC, and slow review of labour laws; slow approval of investments (red tape); Lagging legal (and land) reforms; rendering the economic environment incapable of facilitating private sector operations; constraints to operations in the areas of international trade and transfer of funds by investors; infrastructure bottlenecks; Absence of transparent and supportive legal and regulatory framework; as evidenced by slow progress in revising relevant legislations on fair trade, on competition, and on practices in the private sector;  corruption;  complicated and untransparent tax regulations; and poor enforcement of intellectual property rights legislation.

The government therefore should take appropriate steps to correct these shortcomings. Some of the suggestions include:

(i) Improve the administrative system especially the legal and regulatory framework 

(ii) Strengthen leadership in the national economic planning section  so as 

(iii) Strengthen information disclosure and enforcement mechanisms

(iv) Reduce Red Tape in Investment approval and registration

(v) Harmonise the labour legislation;

(vi) Implementation of land law reforms, and review of clauses on transfer of property rights.

(vii) Strengthen intellectual property rights

(viii) Target improved spending on critical infrastructure (Social, human and physical) necessary for national economic development

(ix) Introduce/strengthen competition policy

(x) Device appropriate policies and strategies for building capacity of local firms to ensure competitiveness and encourage the spirit of hard work, commitment and dependability. And 

(xi) Combat corruption in the country.

4.2
Policy Options to Increase the Benefits From FDI to the National Economy

The efforts to liberalise the economy and enhance private sector led development has led to increase in foreign investments in the country but local entrepreneurial capacity seems to continue at a stand still. Further more the review of Tanzanian trade policy by the government of Tanzania in year 2000, reveals that efforts to diversify exports by increasing export of manufacturing industrial output have not yielded much results as the export of traditional crops continue to dominate the export sector. There have also been concerns that FDI has had negative environmental impacts particularly in the mining and manufacturing sectors, and that policies have tended to discriminate development of other sectors particularly agriculture which is the mainstay of the economy in favour of mining and tourism which have emerged in recent years as major contributors to the countries earnings. The benefits of FDI to the national economy are still to be enhanced and the government should take appropriate strategies and steps for this purpose. Some of the strategies may include:

(i) Reduction and possible elimination of trade barriers that raise the cost of imports to local businesses.

(ii) Reduce the discrimination that has consistently favoured the mining and tourism sectors and promote the development of the agricultural sector which is the mainstay of the 

(iii) Reduction of cost of financial resources, the cost of obtaining financial resources is particularly high for local small investors 

(iv) Streamline the tax system and enhance its transparency and simplicity

(v) Enhance high quality economic infrastructure to reduce costs

(vi) Elimination of institutional impediments to investment and business operations (weak enforcement of property rights, deficiencies in the legal framework, and corruption);

(vii) Establishment of a structured public/private sector dialogue mechanism

(viii) Create a credible, efficient and non-intrusive public administration that operates in a predictable and transparent way;

(ix) Facilitate mobility of products, capital, labour and knowledge through simple and transparent regulatory and promotional systems. 

(x) Invest in technological infrastructure, including information technologies to reduce transaction costs and to ensure timely access to quality data and information.

(xi) Speed up Legal Sector Reforms that have a direct bearing on private sector development in the following areas mainly; Company legislation, Bankruptcy laws, Settlement of Commercial disputes, Land laws, Labour laws and Immigration procedures.

4.3
Conclusion

In the situation where no enough data from the investors’ survey could be obtained any conclusions that one makes from this study should be made with caution.  The following are some of the main points that emanated from the study.

(i) Civil societies demonstrate a satisfactory level of awareness in current and potential level of FDI flow into the country and their role in development.  A practical framework through which their views can be channelled to relevant government authorities backed by continuous system of capacity building should be devised.

(ii) Secondary sources at least for the sectors in the case studies indicate that with the few anomalies pointed out in the relevant sections significant amounts of FDI have been flowing into Tanzania in the last decade. These have had some degree of positive impact on the country development endeavours e.g. new technologies, quality and efficient services, and community development initiatives especially in the mining sectors etc.  The question that remains is how widespread are these benefits, and how the successes that have been achieved in some of the sectors can be harnessed to catalyse the local development process by either facilitating more of these benefits to come one way or other strategic options within our means.

(iii) There is a need to consolidate data sources on foreign investment in order to facilitate sound research and analysis on investment issues if policies are to be made on informed premises
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ANNEXES

Annex I: 
List of surveyed civil society institutions

No
Name of Institution
No
Name of Institution

1
Tanzania Local Government Workers Union (TALGWU)
26
Tanzania Union of Industrial and Commercial Workers (TUICO)

2
Department of Econmics-UDSM
27
Tanzania Communication and Transport Workers Union (COTWU-T)

3
CHANGAMOTO- Zanzibar
28
Confederation of Tanzania Industry (CTI)

4
Department of Finance, UDSM
29
Tanzania Association of NGOs (TANGO)

5
ANGOZA Zanzibar
30
Association of Tanzania Employers

6
Tanzania Plantation and Agricultural Workers Union (TPAWU)
31
Tanzania Chambers of Commercial, Industry and Agriculture (TCCIA)

7
Tanzania Fishing Crews and Allied Workers Union (WAMEUTA)
32
Conservation, Hotels, Domestic and Allied Workers Union (CHODAWU)

8
Tanganyika Law Society
33
Tanzania Small Industrialists Society

9
TFNC (Lishe)
34
Kikundi cha Wafanya Biashar a Wadogowadogo Buguruni Madenge (KIWANDOMA)

10
Umoja wa Wavuvi Wadogowadogo D ar es salaam

(UWAWADA)
35
National Organisation for Children Welfare and Human Relier (NOCHU)

11
SEC Ltd
36
HANNSSEIDEL

12
Tanzania Private Sector Foundation
37
WAT

13
Tanzania Seamen’s Union (TASU)
38
Mennonite Economic Development Association (MEDA)

14
Legal and Human Rights Centre
39
Department of Economic Law, UDSM

15
Research on Poverty Alleviation (REPOA)
40
AATZ (Dar es salaam)

16
Tanzania Mines & Construction Workers Union
4`
Tanzania Social Action Fund (TASAF

17
Tanzania Teachers Union (TTU/CWT)
42
Department of Economics, UDSM

18
Researchers, Academicians & Allied Workers Union
43
SHIVYAWATA (TIDERAF)

19
Tanzania Federation of Cooperatives
44
Agricultural Inputs Trust Fund

20
Journalists Environmental Association of Tanzania (JET)
45
Tanzania Episcopal Conference, Archdiocese of Dar es Salaam Catholic Mission

21
Tanzania Council of Social Development (TACOSODE)
46
Tanzania Union of Journalists (TUJ)

22
Tanzania Social Services Industry workers Union (TASIU)
47
Muslim Council of Tanzania (BAKWATA)

23
Tanzania Railway Workers Union (TRAWU)
48
Tanzania Chamber of Mines

24
Social Action Trust Fund
49
Federation of Association of Women Entrepreneurs in Tanzania (FAWETA

25
Industrial and General workers Union of Tanzania (IGWUTA)
50
Tanzania Youth Development and Employment Foundation

Annex II: List Of Surveys Investors

Local Investors
Foreign Investors

No
Company Name
No
Company Name

1
Coperative and Rural Development Bank (CRDB Ltd)
1
Standard Chartered Bank (T) Ltd

2
Akiba Commercial Bank Ltd
2
International Bank of Malaysia (T) Ltd

3
Mufindi community Bank
3
CF Union Bank Ltd

4
Dar es salaam Community Bank
4
Resolute (T) Ltd

5
Caspian Construction Ltd
5
Portland Cement Co. Ltd. (Twiga Cement

6
Regent (T) Ltd
6
Consolidated African Diamonds

7
Madaba Minerals
7
Tancan Mining

8
Tandiscovery Consultants
8
ZANTEL

Annex III: Responses From Civil Society

Table AIII.1: FDI has contributed to National Economic Development in the Past.


Yes
%
No
%
No Response
Total Responses

(a) In the Past 2 years
26
52.00%
7
14.00%
17
50.66

(b) In the past 5 years
34
68.00%
6
12.00%
10
50.8

(c) In the past 10 years
22
44.00%
13
26.00%
15
50.7

Fig. AIII.1: Sectors in Which FDI is Thought to Have Had The Most Significant Impact
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Table A3.2 Civil Society Perception Regarding Economic impact of FDI

Sector
% of strong positive impact
% of weak positive impact
% of little or no impact
% of weak negative impact
% of strong negative impact
Total response 100%
Total number of response
Total Index Value*

Mining 
36.36%
27.27%
18.18%
9.09%
9.09%
100.00%
33
20.00%

Tourism and natural resources
32.35%
52.94%
11.76%
2.94%

100.00%
34
29.41%

Manufacturing/industry
31.43%
48.57%
14.29%
5.71%

100.00%
35
27.43%

Social Services
14.29%
85.71%
0.00%
0.00%
0.00%
100.00%
7
25.71%

Commerce/trade/businesses
36.36%
27.27%
18.18%
18.18%

100.00%
11
23.64%

Communications and IT
50.00%
25.00%
25.00%
0.00%
0.00%
100.00%
8
35.00%

Other Services
0.00%
66.67%
33.33%
0.00%
0.00%
100.00%
3
13.33%

Financial Sector
50.00%
16.67%
33.33%
0.00%
0.00%
100.00%
6
33.33%

Agriculture
12.50%
37.50%
50.00%
0.00%
0.00%
100.00%
8
15.00%

Transport and Communication
20.00%
80.00%
0.00%
0.00%
0.00%
100.00%
5
28.00%

Central Government
0.00%
0.00%
100.00%
0.00%
0.00%
100.00%
1
0.00%

Table A3.3 Civil Society Perception About Social Impact Of FDI

Sector
% of strong positive impact
% of weak positive impact
% of little or no impact
% of weak negative impact
% of strong negative impact
Total response 100%
Total number of response
Total Index Value*

Mining 
9.38%
31.25%
28.13%
25.00%
6.25%
100.00%
32
3.13%

Tourism and natural resources
30.30%
48.48%
15.15%
6.06%
0.00%
100.00%
33
26.67%

Manufacturing/industry
0.00%
51.52%
36.36%
9.09%
3.03%
100.00%
33
6.67%

Social Services
37.50%
62.50%
0.00%
0.00%
0.00%
100.00%
8
35.00%

Commerce/trade/businesses
9.09%
36.36%
27.27%
0.00%
27.27%
100.00%
11
-3.64%

Communications and IT
25.00%
50.00%
25.00%
0.00%
0.00%
100.00%
8
25.00%

Other Services
33.33%
33.33%
33.33%
0.00%
0.00%
100.00%
3
26.67%

Financial Sector
16.67%
16.67%
66.67%
0.00%
0.00%
100.00%
6
13.33%

Agriculture
12.50%
37.50%
37.50%
12.50%
0.00%
100.00%
8
12.50%

Transport and Communication
60.00%
40.00%
0.00%
0.00%
0.00%
100.00%
5
44.00%

Central Government
100.00%
0.00%
0.00%
0.00%
0.00%
100.00%
1
60.00%

Table A3.4 Environmental Impact of FDI

 Sector
% of strong positive impact
% of weak positive impact
% of little or no impact
% of weak negative impact
% of strong negative impact
Total response 100%
Total number of response
Total Index Value*

Mining 
6.25%
15.63%
18.75%
50.00%
9.38%
100.00%
32
-8.75%

Tourism and natural resources
27.27%
36.36%
21.21%
15.15%
0.00%
100.00%
33
20.61%

Manufacturing/ industry
0.00%
19.35%
38.71%
38.71%
3.23%
100.00%
33
-5.81%

Social Services
14.29%
42.86%
28.57%
14.29%
0.00%
100.00%
8
14.29%

Commerce/trade/ businesses
0.00%
36.36%
18.18%
45.45%
0.00%
100.00%
11
-1.82%

Communications and IT
12.50%
25.00%
37.50%
12.50%
12.50%
100.00%
8
2.50%

Other Services
0.00%
33.33%
66.67%
0.00%
0.00%
100.00%
3
6.67%

Financial Sector
20.00%
20.00%
60.00%
0.00%
0.00%
100.00%
6
16.00%

Agriculture
0.00%
55.56%
33.33%
11.11%
0.00%
100.00%
8
8.89%

Transport and Communication
0.00%
40.00%
60.00%
0.00%
0.00%
100.00%
5
8.00%

Central Government
100.00%
0.00%
0.00%
0.00%
0.00%
100.00%
1
60.00%

Table A3. 5: Negative Perceptions of civil Society towards FDI

Perceptions
Agree strongly
Agree partly
Neither agree nor disagree
Disagree partly
Disagree

Strongly
Total Responses

FDI brings in environmentally harmful technologies
4
15
14
11
5
50

Foreign investors are only interested in getting access to the domestic market
11
12
10
10
6
49

FDI reduces the profitable opportunities available to domestic investors
13
12
11
6
8
50

FDI results out of unfair advantages of multinational firms
10
12
14
7
6
49

Foreign investors do not care about the impact of their investments on civil society
17
11
12
7
2
49

TableA3.6: Positive Perceptions of Civil Society Towards FDI

Positive Perceptions
Agree strongly
Agree partly
Neither agree nor disagree
Disagree partly
Disagree

Strongly
Total Responses

FDI makes up for insufficient domestic investment
11
13
12
11
3
50

FDI brings in valuable new technologies
16
28
4
-
-
48

FDI brings in valuable new management techniques
16
19
10
2
3
50

FDI improves the competitiveness of the national economy
21
15
7
4
2
49

FDI increases access to world markets
17
20
7
2
3
49

FDI is a valuable source of foreign capital
19
21
5
1
4
50

FDI helps to enhance exports
19
18
8
2
2
49

FDI helps to reduce imports
6
14
13
8
8
49

Tablet A3.7: Civil Society Inclination Towards FDI

Inclination Indication
Numbers
Per cent

Positively inclined towards FDI
38
76.00%

Negatively inclined towards FDI
12
24.00%

Total
50
100%

Table A3.8: Civil Society Perception about Impact of FDI in Mining Sector

Parameter

% of Strong Positive % of Weak Positive
% Weak positive impact
% of Little or no impact
% of Weak negative
% of Strong Negative
Total response 100%
Total Number of response
Total Index Value*

Quantity of jobs
26.47%
35.29%
20.59%
14.71%
2.94%
100.00%
34
18.235%

Quality of jobs
34.38%
37.50%
15.63%
6.25%
6.25%
100.00%
32
23.125%

Availability of new technologies
38.24%
41.18%
14.71%
2.94%
2.94%
100.00%
34
28.824%

Competition in markets
40.00%
28.57%
14.29%
14.29%
2.86%
100.00%
35
25.143%

Opportunities for domestic businesses
9.38%
28.13%
28.13%
21.88%
12.50%
100.00%
32
-0.625%

Quality of products available to consumers
44.12%
35.29%
2.94%
14.71%
2.94%
100.00%
34
28.824%

Prices of products for consumers
21.88%
46.88%
15.63%
9.38%
6.25%
100.00%
32
16.875%

Choice of products available to consumers
46.88%
25.00%
18.75%
9.38%
0.00%
100.00%
32
31.250%

Balance of payments of the country
26.67%
26.67%
26.67%
10.00%
10.00%
100.00%
30
13.333%

Physical Environment
8.82%
20.59%
23.53%
26.47%
20.59%
100.00%
34
-8.235%

Demonstration of better technologies to local firms
26.47%
41.18%
14.71%
5.88%
11.76%
100.00%
34
15.882%

Learning and technology upgrading by local firms
28.57%
39.29%
14.29%
14.29%
3.57%
100.00%
28
20.000%

Revenue for the government
38.46%
30.77%
3.85%
11.54%
15.38%
100.00%
26
17.692%

Table AIII.9: civil Society Perception about impact of FDI in Manufacturing/Industry sector

Parameter
% of Strong Positive
% of Weak Positive
% of Little or no Impact
% of Weak Negative
% of Strong Negative
Total Response 100%
Total Response
Total Index Value*











Quantity of jobs
15.38%
46.15%
15.38%
7.69%
15.38%
100.00%
26
7.692%

Quality of jobs
39.29%
28.57%
28.57%
3.57%
0.00%
100.00%
28
28.571%

Availability of new technologies
40.74%
40.74%
18.52%
0.00%
0.00%
100.00%
27
32.593%

Competition in markets
31.03%
58.62%
6.90%
3.45%
0.00%
100.00%
29
29.655%

Opportunities for domestic businesses
28.57%
39.29%
21.43%
7.14%
3.57%
100.00%
28
21.429%

Quality of products available to consumers
31.03%
58.62%
6.90%
3.45%
0.00%
100.00%
29
29.655%

Prices of products for consumers
17.86%
50.00%
25.00%
3.57%
3.57%
100.00%
28
17.857%

Choice of products available to consumers
55.17%
27.59%
13.79%
3.45%
0.00%
100.00%
29
37.931%

Balance of payments of the country
7.69%
38.46%
50.00%
0.00%
3.85%
100.00%
26
10.000%

Physical Environment
7.69%
23.08%
26.92%
38.46%
3.85%
100.00%
26
-0.769%

Demonstration of better technologies to local firms
29.63%
25.93%
33.33%
7.41%
3.70%
100.00%
27
19.259%

Learning and technology upgrading by local firms
11.54%
42.31%
42.31%
3.85%
0.00%
100.00%
26
14.615%

Revenue for the government
34.78%
47.83%
13.04%
4.35%
0.00%
100.00%
23
29.565%

Table AIII.10: Civil Society Perception About Impact of FDI on Tourism and Natural Resource

Parameter
% of Strong positive impact
% of weak positive impact
% of little or no impact
% of weak negative impact
% of strong Negative impact
Total Responses 100%
Total Number of Responses
Total Index Value*

 









Quantity of jobs
45.45%
42.42%
12.12%
0.00%
0.00%
100.00%
33
35.758%

Quality of jobs
39.39%
45.45%
12.12%
3.03%
0.00%
100.00%
33
32.121%

Availability of new technologies 
40.00%
37.14%
20.00%
0.00%
2.86%
100.00%
35
29.714%

Competition in markets
52.94%
38.24%
2.94%
5.88%
0.00%
100.00%
34
38.235%

Opportunities for domestic businesses
55.88%
26.47%
8.82%
2.94%
5.88%
100.00%
34
34.706%

Quality of products available to consumers
57.58%
33.33%
6.06%
3.03%
0.00%
100.00%
33
40.606%

Prices of products for consumers
27.27%
33.33%
24.24%
12.12%
3.03%
100.00%
33
18.788%

Choice of products available to consumers
58.06%
25.81%
16.13%
0.00%
0.00%
100.00%
31
40.000%

Balance of payments of the country
48.39%
29.03%
19.35%
3.23%
0.00%
100.00%
31
34.194%

Physical Environment
29.41%
44.12%
14.71%
8.82%
2.94%
100.00%
34
22.941%

Demonstration of better technologies to local firms
34.29%
48.57%
17.14%
0.00%
0.00%
100.00%
35
30.286%

Learning and technology upgrading by local firms
37.93%
55.17%
6.90%
0.00%
0.00%
100.00%
29
33.793%

Revenue for the government 
50.00%
36.67%
3.33%
6.67%
3.33%
100.00%
30
34.000%

Table AIII.11: Civil society perception about Impact of FDI on Social Services

Parameter
% of Strong Positive
% of weak positive
% of little or no impact
% of weak negative impact
% of string negative impact
Total Response 100 %
Total Number of Responses
Total Index Value*











Quantity of jobs
30.00%
40.00%
30.00%
0.00%
0.00%
100.00%
10
26.000%

Quality of jobs
30.00%
30.00%
40.00%
0.00%
0.00%
100.00%
10
24.000%

Availability of new technologies 
40.00%
50.00%
0.00%
10.00%
0.00%
100.00%
10
32.000%

Competition in markets
30.00%
30.00%
30.00%
10.00%
0.00%
100.00%
10
22.000%

Opportunities for domestic businesses
22.22%
22.22%
55.56%
0.00%
0.00%
100.00%
9
17.778%

Quality of products available to consumers
50.00%
10.00%
40.00%
0.00%
0.00%
100.00%
10
32.000%

Prices of products for consumers
10.00%
50.00%
40.00%
0.00%
0.00%
100.00%
10
16.000%

Choice of products available to consumers
40.00%
30.00%
30.00%
0.00%
0.00%
100.00%
10
30.000%

Balance of payments of the country
10.00%
10.00%
70.00%
10.00%
0.00%
100.00%
10
6.000%

Physical Environment
22.22%
0.00%
77.78%
0.00%
0.00%
100.00%
9
13.333%

Demonstration of better technologies to local firms
10.00%
40.00%
40.00%
10.00%
0.00%
100.00%
10
12.000%

Learning and technology upgrading by local firms
30.77%
7.69%
30.77%
30.77%
0.00%
100.00%
13
13.846%

Revenue for the government 
12.50%
37.50%
50.00%
0.00%
0.00%
100.00%
8
15.000%

Table AIII.12: Civil Society Perception about the impact of FDI on Commerce/trade/business

Parameter
% of strong positive impact
% of Weak positive impact
% of little or no impact
% of weak negative impact
% of strong negative impact
Total Response 100 %
Total Number of Responses
Total Index Value*











Quantity of jobs
16.67%
33.33%
16.67%
25.00%
8.33%
100.00%
12
6.667%

Quality of jobs
38.46%
46.15%
7.69%
7.69%
0.00%
100.00%
13
30.769%

Availability of new technologies 
45.45%
45.45%
9.09%
0.00%
0.00%
100.00%
11
36.364%

Competition in markets
50.00%
33.33%
16.67%
0.00%
0.00%
100.00%
12
36.667%

Opportunities for domestic businesses
25.00%
33.33%
8.33%
16.67%
16.67%
100.00%
12
8.333%

Quality of products available to consumers
50.00%
25.00%
0.00%
16.67%
8.33%
100.00%
12
26.667%

Prices of products for consumers
50.00%
25.00%
16.67%
0.00%
8.33%
100.00%
12
30.000%

Choice of products available to consumers
66.67%
16.67%
8.33%
0.00%
8.33%
100.00%
12
38.333%

Balance of payments of the country
40.00%
20.00%
40.00%
0.00%
0.00%
100.00%
10
28.000%

Physical Environment
16.67%
16.67%
41.67%
8.33%
16.67%
100.00%
12
1.667%

Demonstration of better technologies to local firms
50.00%
16.67%
33.33%
0.00%
0.00%
100.00%
12
33.333%

Learning and technology upgrading by local firms
27.27%
36.36%
18.18%
9.09%
9.09%
100.00%
11
16.364%

Revenue for the government 
27.27%
45.45%
9.09%
9.09%
9.09%
100.00%
11
18.182%

Table AIII.13: civil Society Perception about the Impact of FDI on Financial Sector

Parameter
% of strong positive impact
% of weak positive impact
% of little or no impact
% of weak negative impact
% of strong negative impact
Total response 100%
Total number of response
Total index value*











Quantity of jobs
16.67%
16.67%
0.00%
50.00%
16.67%
100.00%
6
-6.667%

Quality of jobs
60.00%
40.00%
0.00%
0.00%
0.00%
100.00%
5
44.000%

Availability of new technologies 
50.00%
50.00%
0.00%
0.00%
0.00%
100.00%
6
40.000%

Competition in markets
28.57%
57.14%
0.00%
14.29%
0.00%
100.00%
7
25.714%

Opportunities for domestic businesses
16.67%
16.67%
16.67%
33.33%
16.67%
100.00%
6
-3.333%

Quality of products available to consumers
50.00%
50.00%
0.00%
0.00%
0.00%
100.00%
6
40.000%

Prices of products for consumers
16.67%
33.33%
33.33%
16.67%
0.00%
100.00%
6
13.333%

Choice of products available to consumers
50.00%
33.33%
16.67%
0.00%
0.00%
100.00%
6
36.667%

Balance of payments of the country
0.00%
60.00%
40.00%
0.00%
0.00%
100.00%
5
12.000%

Physical Environment
40.00%
60.00%
0.00%
0.00%
0.00%
100.00%
5
36.000%

Demonstration of better technologies to local firms
50.00%
50.00%
0.00%
0.00%
0.00%
100.00%
6
40.000%

Learning and technology upgrading by local firms
0.00%
83.33%
16.67%
0.00%
0.00%
100.00%
6
16.667%

Revenue for the government 
16.67%
50.00%
33.33%
0.00%
0.00%
100.00%
6
20.000%

Table AIII.14: civil Society perception about the impact of FDI on Communications and IT

Parameter

% of strong positive impact
% of weak positive impact
% of little or no impact
% of weak negative impact
% of strong negative impact
total response 100%
Total number of response
Total index Value*

Quantity of jobs
50.00%
0.00%
25.00%
12.50%
12.50%
100.00%
8
20.000%

Quality of jobs
62.50%
25.00%
12.50%
0.00%
0.00%
100.00%
8
42.500%

Availability of new technologies 
62.50%
25.00%
12.50%
0.00%
0.00%
100.00%
8
42.500%

Competition in markets
66.67%
11.11%
22.22%
0.00%
0.00%
100.00%
9
42.222%

Opportunities for domestic businesses
12.50%
37.50%
12.50%
25.00%
12.50%
100.00%
8
2.500%

Quality of products available to consumers
25.00%
62.50%
12.50%
0.00%
0.00%
100.00%
8
27.500%

Prices of products for consumers
12.50%
37.50%
12.50%
12.50%
25.00%
100.00%
8
-2.500%

Choice of products available to consumers
50.00%
25.00%
12.50%
0.00%
12.50%
100.00%
8
27.500%

Balance of payments of the country
16.67%
33.33%
33.33%
0.00%
16.67%
100.00%
6
6.667%

Physical Environment
12.50%
37.50%
37.50%
0.00%
12.50%
100.00%
8
7.500%

Demonstration of better technologies to local firms
25.00%
50.00%
12.50%
0.00%
12.50%
100.00%
8
17.500%

Learning and technology upgrading by local firms
50.00%
12.50%
25.00%
0.00%
12.50%
100.00%
8
25.000%

Revenue for the government 
37.50%
25.00%
0.00%
12.50%
25.00%
100.00%
8
10.000%

Table AIII.15: Distribution of Responses Parameters (Civil Society Perception) on Impact of FDI on Specific 

Various Parameters
Strong Positive (%)
Weak Positive (%)
Insignificant-ant (%)
Weak Negative (%)
Strong Negative (%)
Total Responses (%)
Total Number of Responses
Index Value*

Quantity of jobs
29.1%
35.5%
19.9%
10.6%
5.7%
100%
141
17.021%

Quality of jobs
37.3%
36.6%
19.7%
4.9%
1.4%
100%
142
26.479%

Availability of new technologies 
40.7%
41.4%
15.2%
1.4%
1.4%
100%
145
31.586%

Competition in markets
43.0%
35.6%
14.1%
6.7%
0.7%
100%
149
28.725%

Opportunities for domestic businesses
28.0%
31.5%
21.0%
11.9%
7.7%
100%
143
14.406%

Quality of products available to consumers
44.1%
39.3%
9.0%
6.2%
1.4%
100%
145
30.345%

Prices of products for consumers
23.1%
40.6%
22.4%
7.7%
6.3%
100%
143
16.084%

Choice of products available to consumers
52.1%
26.1%
16.9%
3.5%
1.4%
100%
142
34.085%

Balance of payments of the country
25.0%
28.9%
37.5%
3.9%
4.7%
100%
128
17.500%

Physical Environment
16.4%
30.0%
27.9%
17.1%
8.6%
100%
140
3.857%

Demonstration of better technologies to local firms
30.1%
38.4%
22.6%
4.8%
4.1%
100%
146
22.055%

Learning and technology up gradation by local firms
26.9%
38.1%
25.4%
7.5%
2.2%
100%
134
18.806%

Table AIII.16: Policies To Increase The Benefits of FDI



Positively Inclined to FDI
Negatively Inclined to FDI
ALL



Yes
Don’t Know
Yes
Don’t Know
Yes
Don’t Know

a)
Support local businesses to upgrade technology/gain access to finance, etc.
36
1
12
0
48
1

b)
Strengthen environmental regulation
33
2
10
1
43
3

c)
Introduce/strengthen competition policy
30
0
11
0
41
0

d)
Strengthen sectoral regulation
24
1
11
0
35
1

e)
Strengthen labour legislation
29
1
11
0
40
1

f)
Strengthen intellectual property rights legislation
27
4
10
0
37
4

g)
Impose requirements on firms to:
29
0
9
2
38
2

i)
Create jobs
25
0
9
0
34
0

ii)
Employ local managers
21
1
9
0
30
1

iii)
Transfer technology
25
1
7
1
32
2

iv)
Source supplies from local firms or impose local content norms
24
2
9
0
33
2

v)
Export from the economy
23
2
9
0
32
2

vi)
Balance foreign exchange impact
21
4
9
0
30
4

vii)
Transfer skills and know-how to local subsidiary firms
26
0
9
0
35
0

viii)
Transfer skills and know-how to local non-affiliate firms
20
3
6
3
26
6

ix)
Train local technical and managerial manpower
27
1
9
0
36
1

� The aim of this project is to create awareness and build capacity of investment regimes on international investment issues in selected developing and transition economies.  It involves fact-finding and advocacy work in six� other developing and transition economies besides Tanzania.  CUT’s Centre for Trade, Economics and Environment is the overall co-ordinator of the Project


� Tanzania Investment Report: Report on the Study of Private Capital Flows in Tanzania, Dec 2001 however have come up with a conclusion that previous sources of data estimating foreign Private capital flows severely underestimated the amount of capital flows that have found their way into Tanzania.  It should therefore be noted that data inconsistencies are a problem and it is not clear at this juncture how the various sources of information on FDI are going to be reconciled 


� They also caution that this could also be an underestimation given the large number of foreign banks which have been established in the last decade, whose approval, establishment and scrutiny is under the Central Bank.


� See Annex I


� See Annex IV


� UNCTAD, 2001


*Duty rate of 5% and VAT will be charged after the first five years of commercial production.  The list incentives availed in this sector are listed in Annex 7


� See Kimei C. S, (1999), The role and experience of financial institutions in financing of economic growth A paper presented during the 11th Financial Institutions Conference, Arusha International Conference Center, 15th to 17th February 1999


�  See www.bot-tz.org


� Economic Intelligence Unit, 2001. Africa and the internet: An Unrealized Opportunity, 06 May 2001
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Sheet1

		PUBLIC GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY																																		TShs. Million

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		978		910		924		1,035		338		450		763		1,339		1,715		2,780		4,561		5,798		5,282		5,950		3,880		4,358		3,885		4,328

		Mining and Quarrying		47		44		99		93		39		125		81		362		132		142		217		399		404		427		362		529		613		1,952

		Manufacturing		2,261		3,252		1,640		1,796		3,167		3,612		7,092		10,851		15,485		22,213		22,690		29,560		30,969		33,432		23,980		29,631		29,056		36,991

		Electricity and Water Supply		752		434		738		994		2,227		4,393		4,651		12,606		17,289		15,448		15,437		18,644		19,700		18,648		14,591		19,669		21,041		26,787

		Construction		784		1,131		613		917		1,250		1,612		2,849		4,825		6,620		10,452		10,595		14,539		15,329		16,702		13,069		17,617		21,987		52,483

		Wholesale and Retail Trade and Hotels and Restaurants		121		542		125		236		161		852		373		2,584		1,492		829		1,003		1,030		1,220		1,358		886		995		887		988

		Transport, Storage and Communication		2,222		2,327		1,795		1,983		3,576		4,843		8,044		14,366		19,440		29,504		30,106		40,719		42,835		45,933		35,641		47,644		50,543		52,280

		Finance Real Estate and Business Service		889		951		290		260		202		674		415		1,930		2,683		1,776		6,519		7,260		5,382		6,085		3,968		4,457		3,973		4,110

		Public Administration and Other Services		2,096		2,058		1,149		1,006		972		1,099		1,322		1,973		2,700		3,688		4,724		7,892		8,143		8,655		5,643		6,339		5,651		5,396

		Gross Fixed Capital Formation		10,150		11,649		7,373		8,320		11,932		17,660		25,590		50,836		67,556		86,832		95,852		125,841		129,264		137,190		102,020		131,239		137,636		185,315

		PRIVATE GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		1,322		1,207		1,503		1,941		791		1,371		1,356		806		1,134		4,071		8,977		11,221		12,270		18,417		18,631		16,251		15,660		14,989

		Mining and Quarrying		74		99		606		378		162		275		143		218		87		208		423		772		939		1,323		1,740		1,973		2,472		6,759

		Manufacturing		4,429		3,156		3,048		3,048		3,753		2,627		12,601		6,535		10,235		32,528		44,166		57,204		71,941		103,479		115,154		110,486		117,115		128,106

		Electricity and Water Supply		20		23		26		29		32		35		8,265		7,592		11,427		22,621		30,048		36,080		45,763		57,718		70,070		73,341		84,809		92,768

		Construction		1,788		2,275		944		1,008		2,225		21,565		5,062		2,906		4,375		15,305		20,623		28,136		35,608		51,697		62,759		65,689		88,621		181,759

		Wholesale and Retail Trade and Hotels and Restaurants		694		1,702		220		619		552		10,490		662		1,556		986		1,214		1,952		1,992		2,835		4,204		4,253		3,709		3,574		3,421

		Transport, Storage and Communication		2,577		2,776		1,692		3,359		5,491		12,609		14,294		8,652		12,849		43,205		58,602		78,799		99,505		142,169		171,154		177,651		203,718		181,055

		Finance Real Estate and Business Service		3,488		3,953		1,032		974		777		3,874		738		1,162		1,773		2,600		12,689		14,049		12,503		18,834		19,054		16,619		16,015		14,233

		Public Administration and Other Services		43		251		200		80		73		254		2,349		1,188		1,784		5,400		9,196		15,273		18,916		26,788		27,101		23,638		22,779		18,687

		Gross Fixed Capital Formation		14,435		15,442		9,271		11,436		13,856		53,100		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Gross Fixed Capital Formation -Public		10,150		11,649		7,373		8,320		11,932		17,660		25,590		50,836		67,556		86,832		95,852		125,841		129,264		137,190		102,020		131,239		137,636		185,315

		Gross Fixed Capital Formation-Private		14,435		15,442		9,271		11,436		13,856		53,100		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

		Gross Fixed Capital Formation-Total		24,585		27,091		16,644		19,756		25,788		70,760		71,060		81,451		112,206		213,984		282,528		369,367		429,544		561,819		591,936		616,887		692,399		827,092

																1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Private Gross Fixed Capital Formation -% of Total		59		57		56		58		54		75		64		38		40		59		66		66		70		76		83		79		80		78

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Gross Fixed Capital Formation -Public		1,226		1,255		662		544		683		540		398		512		471		445		437		423		319		269		178		226		225		272

		Gross Fixed Capital Formation-Private		1,743		1,664		832		748		793		1,624		708		308		311		652		852		818		741		833		852		837		906		942

		Gross Fixed Capital Formation-Total		2,969		2,919		1,494		1,292		1,476		2,164		1,106		820		783		1,097		1,289		1,241		1,060		1,102		1,030		1,064		1,131		1,215

		GDP		46,489		57,619		69,612		76,263		92,379		123,358		160,315		468,100		582,166		760,005		989,594		1,275,917		1,607,763		2,125,324		2,796,642		3,452,558		4,281,600		5,125,311

		Gross Fixed Capital Formation-Private		14,435		15,442		9,271		11,436		13,856		53,100		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Share of Private Gross Capital Formation as a Percentage of GDP		31		27		13		15		15		43		28		7		8		17		19		19		19		20		18		14		13		13

		Exchange rate		8.28		9.28		11.14		15.29		17.47		32.70		64.26		99.29		143.38		195.06		219.16		297.71		405.27		509.63		574.76		579.98		612.12		681.00
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APPENDIX A

		PUBLIC GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY																						TShs. Million

				1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		763		1,339		1,715		2,780		4,561		5,798		5,282		5,950		3,880		4,358		3,885		4,328

		Mining and Quarrying		81		362		132		142		217		399		404		427		362		529		613		1,952

		Manufacturing		7,092		10,851		15,485		22,213		22,690		29,560		30,969		33,432		23,980		29,631		29,056		36,991

		Electricity and Water Supply		4,651		12,606		17,289		15,448		15,437		18,644		19,700		18,648		14,591		19,669		21,041		26,787

		Construction		2,849		4,825		6,620		10,452		10,595		14,539		15,329		16,702		13,069		17,617		21,987		52,483

		Wholesale and Retail Trade and Hotels and Restaurants		373		2,584		1,492		829		1,003		1,030		1,220		1,358		886		995		887		988

		Transport, Storage and Communication		8,044		14,366		19,440		29,504		30,106		40,719		42,835		45,933		35,641		47,644		50,543		52,280

		Finance Real Estate and Business Service		415		1,930		2,683		1,776		6,519		7,260		5,382		6,085		3,968		4,457		3,973		4,110

		Public Administration and Other Services		1,322		1,973		2,700		3,688		4,724		7,892		8,143		8,655		5,643		6,339		5,651		5,396

		Gross Fixed Capital Formation		25,590		50,836		67,556		86,832		95,852		125,841		129,264		137,190		102,020		131,239		137,636		185,315

		PRIVATE GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY

				1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		1,356		806		1,134		4,071		8,977		11,221		12,270		18,417		18,631		16,251		15,660		14,989

		Mining and Quarrying		143		218		87		208		423		772		939		1,323		1,740		1,973		2,472		6,759

		Manufacturing		12,601		6,535		10,235		32,528		44,166		57,204		71,941		103,479		115,154		110,486		117,115		128,106

		Electricity and Water Supply		8,265		7,592		11,427		22,621		30,048		36,080		45,763		57,718		70,070		73,341		84,809		92,768

		Construction		5,062		2,906		4,375		15,305		20,623		28,136		35,608		51,697		62,759		65,689		88,621		181,759

		Wholesale and Retail Trade and Hotels and Restaurants		662		1,556		986		1,214		1,952		1,992		2,835		4,204		4,253		3,709		3,574		3,421

		Transport, Storage and Communication		14,294		8,652		12,849		43,205		58,602		78,799		99,505		142,169		171,154		177,651		203,718		181,055

		Finance Real Estate and Business Service		738		1,162		1,773		2,600		12,689		14,049		12,503		18,834		19,054		16,619		16,015		14,233

		Public Administration and Other Services		2,349		1,188		1,784		5,400		9,196		15,273		18,916		26,788		27,101		23,638		22,779		18,687

		Gross Fixed Capital Formation		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

		Gross Fixed Capital Formation-Total		71,060		81,451		112,206		213,984		282,528		369,367		429,544		561,819		591,936		616,887		692,399		827,092		- 0		- 0		- 0		- 0		- 0		- 0

		Source: National Accounts of Tanzania published by the National Bureau of Statistics



&A

Page &P



Net Foreign Bank lending to Tz

		1990

		1991

		1992

		1993

		1994

		1995

		1996

		1997



Net External Bank Flows

Year

Millions of US $

Fig.3.4 Net External Bank Flows to Tanzania 1990 - 1998

5.9

8.4

13.7

24.2

42.6

75.9

27.9

58.9



Net foreign Bank Lending

		

				Net External Bank Flows

		1990		5.9

		1991		8.4

		1992		13.7

		1993		24.2

		1994		42.6

		1995		75.9

		1996		27.9

		1997		58.9



&A

Page &P



Sheet5

		



&A

Page &P



Sheet6

		



&A

Page &P



Sheet7

		



&A

Page &P



Sheet8

		



&A

Page &P



Fixed Capital Formation 99-00
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Capital Formation Data ES 2000

		Fixed Capital Formation: Public & Private Sectors and Total -Current Prices

				1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000

		Fixed Capital Formation by Public Sector		86,832		95,852		125,841		129,265		137,191		102,021		131,239		137,638		185,624		199,866		438,413

		Fixed Capital Formation by Private Sector		127,153		186,576		243,527		298,279		426,068		492,285		489,629		553,678		707,077		789,472		828,265

		Total Fixed Capital Formation		213,985		282,428		369,368		427,544		563,259		594,306		620,868		691,316		892,701		989,338		1,266,678

		GDP (Current Prices)		760,005		989,594		1,275,917		1,607,763		2,125,324		2,796,642		3,452,558		4,281,600		5,125,311		5,977,699		6,663,685

		Fixed Capital Formation: Public & Private Sectors and Total as a Percentage of GDP-Current Prices

				1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000

		Fixed Capital Formation by Public Sector		11.4		9.7		9.9		8.0		6.5		3.6		3.8		3.2		3.6		3.3		6.6

		Fixed Capital Formation by Private Sector		16.7		18.9		19.1		18.6		20.0		17.6		14.2		12.9		13.8		13.2		12.4

		Total Fixed Capital Formation		28.2		28.5		28.9		26.6		26.5		21.3		18.0		16.1		17.4		16.6		19.0

		Total Fixed Capital Formation by dc		28.2		28.5		28.9		26.6		26.5		21.3		18.0		16.1		17.4		16.6		19.0



&A

Page &P



Sheet10

		



&A

Page &P



Sheet11

		



&A

Page &P



Sheet12

		



&A

Page &P



Sheet13

		



&A

Page &P



Sheet14

		



&A

Page &P



Sheet15

		



&A

Page &P



Sheet16

		



&A

Page &P




_1105604350.xls
Chart3

		(1) Mining

		(2) Tourism & Natural Resources

		(3) Industry/Manufacturing

		(4) Social Services (ED, Water, Health)

		(5) Commerce/trade/Business

		(6) Communications/IT

		(7) Financial Sector

		(8) Agriculture

		(9) Transport

		(10) Central Government



Sector

Score

Perception of Civil Society About Sectors in Which FDI Has Had the Greatest Impact

79

72

60

18

29

11

9

10

11

1



In the Past 2 years

		yes

		No

		No Response



(a) in the Past 2 years

26

7

17



In the past 5 years

		yes

		No

		No Response



(b) in the past 5 years

34

6

10



3Economic impact

		Mining

		Tourism and Natural Resources

		Industry/Manufacturing

		Social Services

		Commerce/Trade/Business

		Communications&IT

		Financial Sector

		Agriculture

		Transport & Communications

		Central Government



Economic Impact

Sector

Score

24

39

37

9

10

10

7

5

6

0



3Social Impact

		Mining

		Tourism and Natural Resources

		Industry/Manufacturing

		Social Services

		Commerce/Trade/Business

		Communications&IT

		Financial Sector

		Agriculture

		Transport & Communications

		Central Government



Social Impact

Sector

Score

4

34

12

12

2

8

3

4

8

2



3Environmental Impact

		Mining

		Tourism and Natural Resources

		Industry/Manufacturing

		Social Services

		Commerce/Trade/Business

		Communications&IT

		Financial Sector

		Agriculture

		Transport & Communications

		Central Government



Environmental Impact

Sector

Score

-13

25

-8

4

0

1

3

4

2

2



in the past 10 years

		yes

		No

		No Response



(c) in the past 10 years

22

13

15



Q1,2,3 Chart Sheet

		

				(1) FDI has contributed to national economic development								Total

						Total Responses

						yes		No		No Response

				(a) in the Past 2 years		26		7		17		50

				(b) in the past 5 years		34		6		10		50

				(c) in the past 10 years		22		13		15		50

				(2) Sectors in which FDI has had the greatest impact

						Total Response Number						Total Score

						Ranked 1st		Ranked 2nd		Ranked 3rd

				(1) Mining		19		7		8		79

				(2) Tourism & Natural Resources		11		16		7		72

				(3) Industry/Manufacturing		10		10		10		60

				(4) Social Services (ED, Water, Health)		5		0		3		18

				(5) Commerce/trade/Business		5		4		6		29

				(6) Communications/IT				3		5		11

				(7) Financial Sector				3		3		9

				(8) Agriculture				2		6		10

				(9) Transport				5		1		11

				(10) Central Government						1		1

				N.B: Responses are assigned scores as follows: First Rank=3; Second Rank=2; Third Rank=1. Highest rank implies greatest impact

				(3) Perception of Civil Society About Sectors in Which FDI has Had the Greatest Impact

						Economic Impact		Social Impact		Environmental Impact		Score

				Mining		24		4		-13

				Tourism and Natural Resources		39		34		25

				Industry/Manufacturing		37		12		-8

				Social Services		9		12		4

				Commerce/Trade/Business		10		2		0

				Communications&IT		10		8		1

				Financial Sector		7		3		3

				Agriculture		5		4		4

				Transport & Communications		6		8		2

				Central Government		0		2		2

				N.B: Responses are assigned scores as follows: Strong positive impact=2; positive impact=1; little or no impact=0; weak negative impact=-1; strong negative I pact=-2. A positive value imply positive impact and a negative value imply negative impact. Zero
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		1997		2		2		4				1		1		5		1220		9343				1		1						0		1		50		2185						0						0		0										0						0		0						2				2						0		2		26		1981						0						0		0										0						0		0										0						0		0						27		27		54		3		2		5		59		9014		184721.5		1				1						0		1		50		367.3		7		4		11		1		2		3		14		13012		135382		1				1						0		1		192		11050		2		3		5						0		5		2322		14476						0						0		0						2		1		3		1		1		2		5		1282		8514
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FDI Channel Data

		

		New

				Agric.		Trspt		Fin.		CHT		Const		Egy		Hous.		HRD		Manf.		Min.		NatR.		Petr.		OServ.		Tcoms		Trsm.		Total
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				Agric.		Trspt		Fin.		CHT		Const		Egy		Hous.		HRD		Manf.		Min.		NatR.		Petr.		OServ.		Tcoms		Trsm.		Total

		1990-1994		41153.1		13319.0		2559		697		2145.9				5036.8				120700.8		68041		37638.2		14454		3709				67419.1
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		2001		12469		14325		6304		5121		12071						1711		70174		33927		8049		1136		10073		681485		25115

				223668		60128		34614		6338		94351		97800		5037		2597		673140		104634		257665		50837		82076		1104883		140137
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FDI Sector Data

		

				Agric.		Trspt		Fin.		CHT		Const		Egy		Hous.		HRD		Manf.		Min.		NatR.		Petr.		OServ.		Tcoms		Trsm.

		1990-1994		46		23		2		3		3		0		8		0		90		14		29		4		5		0		56		283

		1995		3		0		1		0		2		0		0		0		29		0		4		0		2		1		0		42

		1996		4		4		5		0		3		1		0		0		30		0		10		1		3		0		0		61

		1997		5		1		0		0		2		0		0		0		59		1		14		1		5		0		5		93

		1998		8		5		2		0		10		0		0		1		48		0		5		4		8		2		12		105

		1999		7		0		4		0		9		0		0		0		24		3		3		5		9		2		11		77

		2000		11		3		4		1		9		0		0		1		41		0		7		4		15		3		8		107

		2001		7		5		4		2		11		0		0		2		48		7		5		2		14		2		22		131

				91		41		22		6		49		1		8		4		369		25		77		21		61		10		114		899

																				31.8021201413														899

																																19.7879858657
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		PUBLIC GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY																																		TShs. Million

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		978		910		924		1,035		338		450		763		1,339		1,715		2,780		4,561		5,798		5,282		5,950		3,880		4,358		3,885		4,328

		Mining and Quarrying		47		44		99		93		39		125		81		362		132		142		217		399		404		427		362		529		613		1,952

		Manufacturing		2,261		3,252		1,640		1,796		3,167		3,612		7,092		10,851		15,485		22,213		22,690		29,560		30,969		33,432		23,980		29,631		29,056		36,991

		Electricity and Water Supply		752		434		738		994		2,227		4,393		4,651		12,606		17,289		15,448		15,437		18,644		19,700		18,648		14,591		19,669		21,041		26,787

		Construction		784		1,131		613		917		1,250		1,612		2,849		4,825		6,620		10,452		10,595		14,539		15,329		16,702		13,069		17,617		21,987		52,483

		Wholesale and Retail Trade and Hotels and Restaurants		121		542		125		236		161		852		373		2,584		1,492		829		1,003		1,030		1,220		1,358		886		995		887		988

		Transport, Storage and Communication		2,222		2,327		1,795		1,983		3,576		4,843		8,044		14,366		19,440		29,504		30,106		40,719		42,835		45,933		35,641		47,644		50,543		52,280

		Finance Real Estate and Business Service		889		951		290		260		202		674		415		1,930		2,683		1,776		6,519		7,260		5,382		6,085		3,968		4,457		3,973		4,110

		Public Administration and Other Services		2,096		2,058		1,149		1,006		972		1,099		1,322		1,973		2,700		3,688		4,724		7,892		8,143		8,655		5,643		6,339		5,651		5,396

		Gross Fixed Capital Formation		10,150		11,649		7,373		8,320		11,932		17,660		25,590		50,836		67,556		86,832		95,852		125,841		129,264		137,190		102,020		131,239		137,636		185,315

		PRIVATE GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		1,322		1,207		1,503		1,941		791		1,371		1,356		806		1,134		4,071		8,977		11,221		12,270		18,417		18,631		16,251		15,660		14,989

		Mining and Quarrying		74		99		606		378		162		275		143		218		87		208		423		772		939		1,323		1,740		1,973		2,472		6,759

		Manufacturing		4,429		3,156		3,048		3,048		3,753		2,627		12,601		6,535		10,235		32,528		44,166		57,204		71,941		103,479		115,154		110,486		117,115		128,106

		Electricity and Water Supply		20		23		26		29		32		35		8,265		7,592		11,427		22,621		30,048		36,080		45,763		57,718		70,070		73,341		84,809		92,768

		Construction		1,788		2,275		944		1,008		2,225		21,565		5,062		2,906		4,375		15,305		20,623		28,136		35,608		51,697		62,759		65,689		88,621		181,759

		Wholesale and Retail Trade and Hotels and Restaurants		694		1,702		220		619		552		10,490		662		1,556		986		1,214		1,952		1,992		2,835		4,204		4,253		3,709		3,574		3,421

		Transport, Storage and Communication		2,577		2,776		1,692		3,359		5,491		12,609		14,294		8,652		12,849		43,205		58,602		78,799		99,505		142,169		171,154		177,651		203,718		181,055

		Finance Real Estate and Business Service		3,488		3,953		1,032		974		777		3,874		738		1,162		1,773		2,600		12,689		14,049		12,503		18,834		19,054		16,619		16,015		14,233

		Public Administration and Other Services		43		251		200		80		73		254		2,349		1,188		1,784		5,400		9,196		15,273		18,916		26,788		27,101		23,638		22,779		18,687

		Gross Fixed Capital Formation		14,435		15,442		9,271		11,436		13,856		53,100		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Gross Fixed Capital Formation -Public		10,150		11,649		7,373		8,320		11,932		17,660		25,590		50,836		67,556		86,832		95,852		125,841		129,264		137,190		102,020		131,239		137,636		185,315

		Gross Fixed Capital Formation-Private		14,435		15,442		9,271		11,436		13,856		53,100		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

		Gross Fixed Capital Formation-Total		24,585		27,091		16,644		19,756		25,788		70,760		71,060		81,451		112,206		213,984		282,528		369,367		429,544		561,819		591,936		616,887		692,399		827,092

																1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Private Gross Fixed Capital Formation -% of Total		59		57		56		58		54		75		64		38		40		59		66		66		70		76		83		79		80		78

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Gross Fixed Capital Formation -Public		1,226		1,255		662		544		683		540		398		512		471		445		437		423		319		269		178		226		225		272

		Gross Fixed Capital Formation-Private		1,743		1,664		832		748		793		1,624		708		308		311		652		852		818		741		833		852		837		906		942

		Gross Fixed Capital Formation-Total		2,969		2,919		1,494		1,292		1,476		2,164		1,106		820		783		1,097		1,289		1,241		1,060		1,102		1,030		1,064		1,131		1,215

		GDP		46,489		57,619		69,612		76,263		92,379		123,358		160,315		468,100		582,166		760,005		989,594		1,275,917		1,607,763		2,125,324		2,796,642		3,452,558		4,281,600		5,125,311

		Gross Fixed Capital Formation-Private		14,435		15,442		9,271		11,436		13,856		53,100		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

				1981		1982		1983		1984		1985		1986		1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Share of Private Gross Capital Formation as a Percentage of GDP		31		27		13		15		15		43		28		7		8		17		19		19		19		20		18		14		13		13

		Exchange rate		8.28		9.28		11.14		15.29		17.47		32.70		64.26		99.29		143.38		195.06		219.16		297.71		405.27		509.63		574.76		579.98		612.12		681.00
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GFCF Public by sector 1990-2000

		1990		1990		1990		1990		1990		1990		1990		1990		1990

		1991		1991		1991		1991		1991		1991		1991		1991		1991

		1992		1992		1992		1992		1992		1992		1992		1992		1992

		1993		1993		1993		1993		1993		1993		1993		1993		1993

		1994		1994		1994		1994		1994		1994		1994		1994		1994

		1995		1995		1995		1995		1995		1995		1995		1995		1995

		1996		1996		1996		1996		1996		1996		1996		1996		1996

		1997		1997		1997		1997		1997		1997		1997		1997		1997

		1998		1998		1998		1998		1998		1998		1998		1998		1998



Agriculture, Forestry, Fishing and Hunting

Mining and Quarrying

Manufacturing

Electricity and Water Supply

Construction

Wholesale and Retail Trade and Hotels and Restaurants

Transport, Storage and Communication

Finance Real Estate and Business Service

Public Administration and Other Services

TShs. Million

2780

142

22213

15448

10452

829

29504

1776

3688

4561

217

22690

15437

10595

1003

30106

6519

4724

5798

399

29560

18644

14539

1030

40719

7260

7892

5282

404

30969

19700

15329

1220

42835

5382

8143

5950

427

33432

18648

16702

1358

45933

6085

8655

3880

362

23980

14591

13069

886

35641

3968

5643

4358

529

29631

19669

17617

995

47644

4457

6339

3885

613

29056

21041

21987

887

50543

3973

5651

4328

1952

36991

26787

52483

988

52280

4110

5396



GFCF-Private 1990-2000

		1990		1990		1990		1990		1990		1990		1990		1990		1990

		1991		1991		1991		1991		1991		1991		1991		1991		1991

		1992		1992		1992		1992		1992		1992		1992		1992		1992

		1993		1993		1993		1993		1993		1993		1993		1993		1993

		1994		1994		1994		1994		1994		1994		1994		1994		1994

		1995		1995		1995		1995		1995		1995		1995		1995		1995

		1996		1996		1996		1996		1996		1996		1996		1996		1996

		1997		1997		1997		1997		1997		1997		1997		1997		1997

		1998		1998		1998		1998		1998		1998		1998		1998		1998



Agriculture, Forestry, Fishing and Hunting

Mining and Quarrying

Manufacturing

Electricity and Water Supply

Construction

Wholesale and Retail Trade and Hotels and Restaurants

Transport, Storage and Communication

Finance Real Estate and Business Service

Public Administration and Other Services

Tshs. Million

4071

208

32528

22621

15305

1214

43205

2600

5400

8977

423

44166

30048

20623

1952

58602

12689

9196

11221

772

57204

36080

28136

1992

78799

14049

15273

12270

939

71941

45763

35608

2835

99505

12503

18916

18417

1323

103479

57718

51697

4204

142169

18834

26788

18631

1740

115154

70070

62759

4253

171154

19054

27101

16251

1973

110486

73341

65689

0

177651

16619

23638

15660

2472

117115

84809

88621

3574

203718

16015

22779

14989

6759

128106

92768

181759

3421

181055

14233

18687



APPENDIX A

		PUBLIC GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY																						TShs. Million

				1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		763		1,339		1,715		2,780		4,561		5,798		5,282		5,950		3,880		4,358		3,885		4,328

		Mining and Quarrying		81		362		132		142		217		399		404		427		362		529		613		1,952

		Manufacturing		7,092		10,851		15,485		22,213		22,690		29,560		30,969		33,432		23,980		29,631		29,056		36,991

		Electricity and Water Supply		4,651		12,606		17,289		15,448		15,437		18,644		19,700		18,648		14,591		19,669		21,041		26,787

		Construction		2,849		4,825		6,620		10,452		10,595		14,539		15,329		16,702		13,069		17,617		21,987		52,483

		Wholesale and Retail Trade and Hotels and Restaurants		373		2,584		1,492		829		1,003		1,030		1,220		1,358		886		995		887		988

		Transport, Storage and Communication		8,044		14,366		19,440		29,504		30,106		40,719		42,835		45,933		35,641		47,644		50,543		52,280

		Finance Real Estate and Business Service		415		1,930		2,683		1,776		6,519		7,260		5,382		6,085		3,968		4,457		3,973		4,110

		Public Administration and Other Services		1,322		1,973		2,700		3,688		4,724		7,892		8,143		8,655		5,643		6,339		5,651		5,396

		Gross Fixed Capital Formation		25,590		50,836		67,556		86,832		95,852		125,841		129,264		137,190		102,020		131,239		137,636		185,315

		PRIVATE GROSS FIXED CAPITAL FORMATION BY KIND OF OF ECONOMIC ACTIVITY

				1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998

		Agriculture, Forestry, Fishing and Hunting		1,356		806		1,134		4,071		8,977		11,221		12,270		18,417		18,631		16,251		15,660		14,989

		Mining and Quarrying		143		218		87		208		423		772		939		1,323		1,740		1,973		2,472		6,759

		Manufacturing		12,601		6,535		10,235		32,528		44,166		57,204		71,941		103,479		115,154		110,486		117,115		128,106

		Electricity and Water Supply		8,265		7,592		11,427		22,621		30,048		36,080		45,763		57,718		70,070		73,341		84,809		92,768

		Construction		5,062		2,906		4,375		15,305		20,623		28,136		35,608		51,697		62,759		65,689		88,621		181,759

		Wholesale and Retail Trade and Hotels and Restaurants		662		1,556		986		1,214		1,952		1,992		2,835		4,204		4,253		3,709		3,574		3,421

		Transport, Storage and Communication		14,294		8,652		12,849		43,205		58,602		78,799		99,505		142,169		171,154		177,651		203,718		181,055

		Finance Real Estate and Business Service		738		1,162		1,773		2,600		12,689		14,049		12,503		18,834		19,054		16,619		16,015		14,233

		Public Administration and Other Services		2,349		1,188		1,784		5,400		9,196		15,273		18,916		26,788		27,101		23,638		22,779		18,687

		Gross Fixed Capital Formation		45,470		30,615		44,650		127,152		186,676		243,526		300,280		424,629		489,916		485,648		554,763		641,777

		Gross Fixed Capital Formation-Total		71,060		81,451		112,206		213,984		282,528		369,367		429,544		561,819		591,936		616,887		692,399		827,092		- 0		- 0		- 0		- 0		- 0		- 0

		Source: National Accounts of Tanzania published by the National Bureau of Statistics
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Net Foreign Bank lending to Tz

		1990

		1991

		1992

		1993

		1994

		1995

		1996

		1997



Net External Bank Flows

Year

Millions of US $

Fig.3.4 Net External Bank Flows to Tanzania 1990 - 1998
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Net foreign Bank Lending

		

				Net External Bank Flows

		1990		5.9

		1991		8.4

		1992		13.7

		1993		24.2

		1994		42.6

		1995		75.9

		1996		27.9

		1997		58.9
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FDI Inflows 1990-2000

		1990

		1991

		1992

		1993

		1994

		1995

		1996

		1997

		1998

		1999

		2000



Foreign Direct Investment Flows

Millions of US$

-3.3

2.9

12

20

50

119.9

150.1

157

172

183

193



FDI data

				1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000

		Foreign Direct Investment Flows		-3.3		2.9		12		20		50		119.9		150.1		157		172		183		193

						Source: WID, 1995 and Online FDI data- UNCTAD, 2001
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Sheet7
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Sheet8
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Fixed Capital Formation 99-00

		1990		1990

		1991		1991

		1992		1992

		1993		1993

		1994		1994

		1995		1995

		1996		1996

		1997		1997

		1998		1998

		1999		1999

		2000		2000



Fixed Capital Formation by Public Sector

Fixed Capital Formation by Private Sector

Years

% of GDP

11.4251879922

16.7305478253

9.6859924373

18.8537925654

9.8627888805

19.0864296032

8.040053167

18.5524234604

6.4550628516

20.0472022148

3.6479821157

17.6027178309

3.8012105807

14.1816299683

3.2146393871

12.9315676383

3.6217119312

13.7957872215

3.3435273338

13.2069547162

6.5791375193

12.4295341091



Capital Formation Data ES 2000

		Fixed Capital Formation: Public & Private Sectors and Total -Current Prices

				1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000

		Fixed Capital Formation by Public Sector		25,590		50,836		67,556		86,832		95,852		125,841		129,265		137,191		102,021		131,239		137,638		185,624		199,866		438,413

		Fixed Capital Formation by Private Sector		45,469		30,616		44,651		127,153		186,576		243,527		298,279		426,068		492,285		489,629		553,678		707,077		789,472		828,265

		Total Fixed Capital Formation		71,059		81,452		112,207		213,985		282,428		369,368		427,544		563,259		594,306		620,868		691,316		892,701		989,338		1,266,678

		GDP (Current Prices)								760,005		989,594		1,275,917		1,607,763		2,125,324		2,796,642		3,452,558		4,281,600		5,125,311		5,977,699		6,663,685

		Private Fixed Capital Formation/Total								59.4		66.1		65.9		69.8		75.6		82.8		78.9		80.1		79.2		79.8		65.4

		Fixed Capital Formation: Public & Private Sectors and Total as a Percentage of GDP-Current Prices

				1987		1988		1989		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000

		Fixed Capital Formation by Public Sector								11.4		9.7		9.9		8.0		6.5		3.6		3.8		3.2		3.6		3.3		6.6

		Fixed Capital Formation by Private Sector								16.7		18.9		19.1		18.6		20.0		17.6		14.2		12.9		13.8		13.2		12.4

		Total Fixed Capital Formation								28.2		28.5		28.9		26.6		26.5		21.3		18.0		16.1		17.4		16.6		19.0

		Total Fixed Capital Formation by dc								28.2		28.5		28.9		26.6		26.5		21.3		18.0		16.1		17.4		16.6		19.0
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