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As can be seen from Table 48; the drastic fall in sisal exports has been made
up for by increased exports Of other products such as cashew nuts, cloves and
tobacco. Exports of petroleum products from imported crude oil have also
increased encouragingly. This trend, however, will change when Zambia has its

' own petroleum refineries.” The fact remains that Tanzania, in common with
other developing countries, is in difficult situation in the field of foreign trade;
while prices of manufactured goods and particularly those of capital goods are

- steadily/increasing, prices for exported agricultural products ate on a downward -

* trend. I} is this deterioration in terms of trade which is at the root of the un-
favourable trade balance of the last few- years. ,

The [unfavourable export situation has had its effect on the  balance of .

- payments, as can be seen from Table 49. Since 1968 the trade balance has
constarjtly been negative, and irf spite of the improvement of the balance on

. services and of the balance on.transfer, which have been both favourable, the

 balancé on current account has deteriorated.While it showed: a surplus’ of 226
million| shillings in 1964, in 1971 it showed a deficit of 572 million. The fol-
lowing| year it improved slightly but the deficit was still sizable, amounting
to 374| million shillings- We shall see later on how this deficit was covered by
net entry of capital from eXternal sources, and what its effect was on' the

* reserves of foreign exchange Qf the country. ' [ —

‘ To round off this brief €Xamination-of development in recent years, the °
following conclusions may be drawn: - \ ‘

" 1.'Although the ambitious targets of the first and second five-year plans have
not been entirely achieved, growth of the economy has been relatively high,
averaging, in real terms, 2 rate of 5.5 per cent from 1964 to 1969 and of
5.1 per cent from 1960 to 1972.

. .2. This growth however hgs called for a high level of investment, and the share

. 'of monetary GDP (at factor costs) devoted to fixed capital formation has
been ap the increase, going up from 13.8 per cent in 1964 to 34.8 per cent

. in 1971 and 30.1 per cent in 1972

3.There has been a steady ifcrease in the part played by the state in the sector
of capital formation.. At Present, either directly ﬂdirectly, through the

. parastatal enterprises, it is responsible*for nearly three-fourths of the amount
‘ of investment made. ' o '

. 4. The increase in the amount of investment has caused a rapid increase in
imports of capital goods."However, exports have not increased at the same
rate, principally because of the fall in prices on world markets, and as a

_ result the ttade balance is largely in ‘deficit. » :

"*5. Consequently, Tanzania’s growth is conditioned by the situation of foreign

trade and particularly by the trend of prices of exported primary products. .

It is also conditioned by the level of foreign aid, since almost all equipment
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Prospects for economlc developmentﬁ' )
dunng the present decade

[y

In order to .project the economic growth: of the country d’urmg the present *
decade, our starting-point will be the targets set by the seooqd five-year plan,
.- - covering the period 1969-74. Our assumptions will, however, be shghtly less
" ambitious for two main reasons: fifst, because our prolectxd‘i _period is_longer,
=% " it is more- difficult to maintain. a high and steady growth rafe during this time,
' and second; because the growth of the economy during the last few years has - -
been slower than had beelkpro_lected in the plan. o N
Before embarkin upon the economic pro;ectxons, it wc)uld be of interest
" . to examine in som¢ detail two importarit problems which ‘closely connected
to the future growth of the economy: financing of ﬁxed-ex;tal formation and
. trends in the balance of payments -

.u':;‘_ " Financing of capital formation during - ‘5';'
: the sgcond five-year plan

‘have previously shown, because of the con ntratlon of investment in *
nomic infrastructure, which is quite normal at thie present stage’ of develqK
ment of the country, the growth in capit formatién bas been much more rapid
- than the growth of the economy, and the ghare of monetary GDP devoted to
*mvestment has. steadily increased. The questxon may thus be asked whether
. the fmancmg of investments of such a large size will run into difficulties. .
~' It is true.that during the last years of the first five:year plan, and nqfably
. in 1967 and 1968, the proportion of GDP taken up by investments was-already
: a large one. The situation’ at the beginning of the second five-year plan may
*  therefore appear to be odly an vpward swing in the trends of the prewous
years. The reason for the high level of investment in the last few years is not
to be found in any drop in.consumption but rather in the steady widening of -
" the trade-balance deficit as can be seen in Table 50.
Between 1964 and- 1970, total consumption fluctuated ‘but little around' 83
'?' per cent of total GDP. The proportion of private copsumptior went down
 slighitly, but this fall was more ;han offset by an mcrease n public consumption..
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Educational policy and its ﬁnanclali implications in Tanzania

"The percentage of gross capital formation during the same period went up

from 11.3 per cent to the exceptionally high level of 21.3 per cent. However,
this high percentage was achieved only at the cost of a large deficit¥in the trade
balance.! In reality, in 1970, gross national savings sovered only 78.6 per cent

of gross capital formation.

Such a situation, of course, is not abnormal in a country undergoing rapid

‘development, and with investment partly financed through foreign aid. None

the less, foreign aid, taking mainly the form of loans plus a rapid increase in’

the amount of external debt and the servicing of it (repayment of capital and
interest) can lead to difficulties. In 1970 for instance, in spite ‘o net capital
,sreceipts. amounting to 529 million shillings, foreign-exchange reserves fell by

43 million shillings. This figure related to both Zanzibar and mainland Tanzania;

it would have been higher if only mainland Tanzania was taken into account.

Bearing in mind the major part played by the state in gross fixed-capital
formation, let us try to look more closely at how the state’s capital expenditures
are financed. According to the second five-year plan, state expenditures for
investment purposes, including the subsidy to parastatal enterprises and the
contribution to the local cost of TAZARA, should amount to 3,665 million

. shillings. Table 51 shows the way in which the financing of this. amount is

planned; it also indicates, for: companson purposes, the actual expenditures of
the period 1964-69.

-

-

Tasie 51. Financing of government capital expenditures (including the subsidy to parastatal
enterprises and the contribution to TAZARA (in million shillings)

\“ 1964-69 . 1969-74
~ . Increase
Capital expenditures A t Per g A P age coefficient
Domestic sources .

- Governmental savings 1934 - 277 621 16.9 1.58
Domestic borrowing . 466.3 32.8  1295.0 35.3 2.78
Others t o —_ — 150.0 4.1 L -

SUBTOTAL . 859.7 605 20650 563 240
External sources -
Loans , 459.8 2.3 -
Grants . 1026 7.2 —- . — —_
SUBTOTAL - 562.4 395  1600.0. 43,7 2.84
Tora. . . ) 14221 ° 1000 36650 1000  2.58

soURce 1964-69¢ United Republic of Tanzania, Appropriation accounts. 1969-74: United Republic of Tanzania,
Sccoud five-year plan, op. cit.

4 0 ~

1. As we have prevnously indicated, in 1964 the trade balance showed a surplus of 280 milion
shillings, but in 1970 it showed & deficit of 530 million.
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Government capital ei&pcﬁditures. as provided for under the secqnd plan, arc
two-and-a-half times higher than what was actually spent during the first plan.
One ‘of the reasons forthis enormous increase is that under the first plan,
govetnment capital expenditures were almost exclusively related to development
expenditures by the various ministries. In the meantime, government's respon-
sibilities have increased, and both the subsidy to the parastatal enterprises
and the contribution to the local cost of the TAZARA pro;ect will entail a large
increase in capital expenditures.

If we now look at the source of funds, we will see that the proportlon of
funds commg from abroad should increase from 39.5 to 43. 7 per cent. This
means that in cash terms these funds must treble. The plan did not explicitly ~
glve the distribution between loans and grahts but on the basis of past exper-
_ience it may be said that thc major portlon of it (probably nme-tenths) Wl_ll
"be in the form of loans.

For the domestic sources of finance, the planners are counting on an increase
of government savifigs from 390 million to 620 million shillings. However, the
largest increase will be under the head of domestic borrowing, whi¢h is mul-
tiplied by a factor of 2.8.

To what extent may we expect the plan’s rather ambitious forecasts to be
,fulfilled? Some idea of the answer can be obtained from comparmg the planned
ﬁgu s with the actual government capital expenditures in the last few years,
as shown.in Table 52.

A
TABLB 52. Financing of government capital expenditures durmg the first three years of the
second plan (in million shillings)

Ratio,
Plan @ as
. © Total, forecasts, percentage
Capital explnditures 1969/70  1970/71  1STI/72  1969/12  1969/14 of (%)
m Q) [€)) . @ 3 7 (6
- Domsstic sources ' . .
Governmentyl savings 50 52 78 _ 180 620 29.0
Borrowing from the banking . ' :
system 252 314 179 745 630 . 1183
Short-term borrowing 125 143 110 378 705  53.6
Others . e 62 50 21 133 150 88.7
SuUBTOTAL 489 559 388 1436 2105 68.2
External sources t122 270 351 743 1600 464 -
ToraL - 4 611 829 T3 2179 3705 583
* External sources as percentage /
of total expenditures 200 32.6 475 4.1 43.2

S0URCE  1969-72; United Republic of Tanzanis, The“economic survey, 1972-73, p. 33. 1969-74: United Republic
of Tanzania, The second five-year plan, op. cit.
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A

During the first three years of implementation of thc. plan, . government
capital expenditures amounted to 58.8 per centwof the forecast figure for the
. five years. Although the plan’s forecasts are madc in real terms, while the
investments achicved are expressed in terms at current prices, it may rfone the
less be said that the amount of the government capital expenditurgs is roughly
in line with what was projected in.the plan. Howcver, the proportion of funds
from external sources was lower than the plans assumption. In the period
1969-72 “they accounted for only 34.1 per cent of total expenditures whereas
‘the plan expected them to cover 43.2 per cent.

Looking again at ﬁnancing from domestic sources, we see that the contri-
bution from government savings has been much lower than expected because the
growth of recurrent expenditute has n more rapld than that of government
revenue. According to the plan, ggvernment savmgs should be almost equal
to the amount of loans from tite Banking system. In fact, government savings
came to only 180 million shillingg, and a large proportion of investment was
financed through loans from the banking system which amounted to 745 million
shillings. In other words, after three years of implementation of the plan the
amount of loans from the banking system was already 18 per cent more than
- what had been projected fqr the five-year period.

It is obvious therefdre that the high level of total govemment capital expen-~
diture has been achieved only at the cost of an increase in public debt. Wha
we have in reality is only an upward swing in past trends. In recent years
internal and external public debt, has increased very rapidly {om 693/niillion
shillings in 1963 to 2,574 million shillings in 1972

-

Movements in the balance ‘of payments dunng
the second five-year plan

Another obstacle which may hamper the increase of investment &t the rate set
in the plan is the situation of foreign trade, since the greater part of equipment
. has to come from abroad.

In 1966, Tanzania’s exports stood at 1,878 million shillings. They fell in
the following years and it was only in 1970 that they more or less climbed
back to their 1966 level. Since then, the growth of exports has been encour-
aging, and it is quite possible that the target set in the plan will be achieved.

Tanzania’s- exports consist of seven main products: cashew nuts, cloves,
coffee, cotton, diamonds, petroleum products and sisal, which accountea for
about 77’ pet cent of total exports in 1972, The pnce trends of these products
on the world market will consequently have a major influence on the level
of future export earnings.

The future for two of these products appears to be a poor one. Sisal has
fallen in price in the last few years. At present, the situation is improving, but
accoiding to the plan, it is expected that production will fall off. It is f
cxpected i“he plan that the production of diamonds will decline. Exports of

105 - ,
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Prospects for economic development during l_he' present decade

these two products will therefore iecline even if prices are stabilized at their
present level.

Any increase in cxports will thus be dependent on ¢he other five products. .

In 1972 export of cotton has improved owing to the rise in prices caused by a
decline in world production. However, this favourable trend is being reversed.
It is difficult to know what may be the long-term prospects, although the probabl:
increase in prices of synthctic textiles, resulting from the oil s:tuatlon may
improve the cotton export situation. .

So far as coffee is concerned, the-latest international agreement has given
Tanzania a Quota of 41,000 metric tons a year. Annual coffee production,
by the end of the plan, will probably stand at 67,000 metric tQns, and con-
scquently one-third of coffee expokfs- will have be made outside the quota.
‘Prospects on the world market have been good in the last few years and the
diffcrence between the price of toffe d outside the quota, and the price
for coffee sold under the quotd, has narrowed. At the same time, prices have
been rising. It does not look as though this situation will continue, however.

Prospects 'have also been good for cashew nuts and for cloves. In gencral,
it may be said that the situation of agricultural exports of Tanzania has consider-
ably improved at the beginning of the decade as compared to what it was at
the end of the preceding one. '

Production of petroleum products has increased rapidly in the recent past
and it has been possible to export part of this production since 1967. At present,
however, production is based on the impogtation of crude oil, and the effect
of any increase in the exports of petroleum products on the trade balance is
marginally or completely offset by the need to import an equivalent quantity
of the raw product. In addition, petroleum products are mainly -exported to
Zambia, which is now bu1ldmg it§ own petroleum refinery. It may thus !;e expect-
ed that exports will decline in thé future.

When- we com¢€ to examine imports (see Table 53), a distinction has to be
made between consumer goods capital goods and raw materials. It was stip-
ulated in the plan that imports of consumer goods should be stabilized at 750
million shillings. In fact, from 1966 to 1969 imports of consumer goods tended
to decrease; they then became stabilized, but indreased sharg.y after a period
for reasons we have already discussed.

, TABLE $3, ‘Imports of consumer goods and monetary GDP (in million shillings) -

.- Jem . 1966 1967 . 1968 1969 . 1970 1971 1972

Consumer goods - .. .
. imports . 800 578 731 . 642 - 682 690 . 880"
Monetary GDP * 4464 4 688 4991 5325 5 869 62713 6973
Consumer goods : .

imports as a

percentage of : ' : .

monetary GDP 179 . 123 14.6 120 116 11.0 12.6,

OuURcE  United chubjic of Tanzania, The economic survey. 1972-73.
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. Dnsrcgardmg 1972, whlc\u appears to be an exceptional year, the proportion
of imports of consumer .goods _in monetary GDP has regularly diminished.
This relative decrease of imports of consymer goods was due to the expansion
of domestic industry during the years of the first plan which made it possible
to replace by local production, to a certain’extent, products hitherto imported.
There was a pnrtlculnrly large fall in imports of clothing, footwear and fur-
nishings (sce Table 54).

“TanLe 54. Percentage share of private consumption expenditure met out of' importy

Type of expenditure l 1964 1966 1968 1970
Clothing ’ 41.9 38.0 33.1 23.2 -
Entertainment and education 324 30.3 29.6 29.1
Food. beverages and tobacco 6.9 6.1 4.8 52
Footwear . 644 47.8 36.2 25.2
"Fuel and power , 9.7 7.0 6.5 8.7
Furnishings : 31.0 26.4 19.8 18.3
Health expenses 24.3 27.1 29.8 31.2
Transport. 238 22.8 24,1 20.6
Other . . . : 20.7 24.1 21.7 238
All expenditures 15.5 144 Y28 114
sourct United Republic of Tanzania, National accounts, 1964-1970, op. cit. -

Y

If this trend in the-gradual substitution of imported consumer goods by local
products continues, the target set by the plan may be achigved. However, the
situation js quite different concerning the import of capifal goods and inter-
mediate products. The data of the last few years show that the projections made
in the plan were rather optimistice The accelerated capital formation at the
beginning of the second five-year plan has caused an increase in imports of
capital .goods and intermediate goods at-a rate much higher than what wag
expected by the plan\ (Table 55)'. - e N

TABLE 55. Actual and projected amounts of imports (in million shillings)

Capital goods and

- intermediate products Total imports
Actual Second Plan Dlll’m Actual Second Plln Differences

Year imports projection® imports projection®
1969 . 1068 1181 —113 . 1710 1931 —221
1970 ' 1592 1324 +268 2274 2074 <200
1971 ' 2035 1484 +3551 2725 2234 +491
1972 2049 1645 +404 2929 2 395 +534

l.Tbeﬂgumhnvebeeaudjustedloﬁkointomlthemmnmophnnfmwmolmlywhnudof‘th-
caleadar year,

. -
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Prospeets for cconomic development during the present decade

If in 1969 the amount of imports of capital goods and of intermediate
products was below the estimate given in the plan, it grew very rapidly during
the following year. As a result, total imports were much higher than the figures
projected in the plan. In 1972 they reached 2,929 million shillings, ie. 22.3
per cent more than the plan forecast. From the trends of cexports and imports
obscrved during the last few years, it may be concluded that if gross capital

formation is to take place at the rate laid down in the plan, the deficit of the .

trade *viance will tend to increase, and will be much higher than that estimated
by the planners. To give a more complete -picture let us try to comparc the
actual results of the balance of piayments with the figure projected by the
sccond five-year plan. This is done in Table 56," which gives both the actual
figurcs for the 1967/72 period and the projections made by the plan.

When the second plan was being drawn up the final data concerning the 1968
balance of paymcents were not yct available. The projections were thercfore
based on figures for 1967 and for previous years. But in 1968 itsclf there-were
some important changes in the trends. The trade balance, which up to then had
been in surplus, began to show a deficit. On the other hand, the balance on
scrvices was favourable for the first time, thanks to the increasing traffic to and
from Zambia, and to the expansion of the tourist trade. These changes in the
trends werc not temporary, as can be seen from the figures-in Table 56.

Even if we take into account the encouraging trends of the balance on ser-
vices which, instead of the deficit foreseen in the plan, showed an increasc. in
surplus of 21 million shillings in 1968 and 309 dhillion shillings in 1972, the
fact remains that the deficit of the balance on current account is widening
because of a growth in imports much more rapid than that of exports. This
deficit of the balance on the current account created difficult problems in 1970
when foreign exchange reserves began to run down. The situation improved
very much during the two following years in spite of-a sizable trade-balance
deficit. However, this was due to a very large inflow of foreign capital which
amounted to close on 1,600 million shillings, both in 1971 and in 1972, It
is also to be noted that in the last few years the outflow of capital and the
amount of ‘errors and omissions’ have been abnormally high, This was mainly
due to the illegal export of private capital and unrecorded imports from nelgh-
bouring countries (especially from Kenya). These unrecoyded exports and im-
ports were facilitated by the free movement of currency between the partners
of the East African Community. That is why in March 1971 exchange-control
was introduced, and responsibility for import control was transferred to the
Bank of Tamgja, which took positive action to allocate foreign exchange to
each category of import items ui a manner consistent w:th public demand and
national pnonttx)z

From the above analysis, it can clearly be seen that the inflow of forelgn
capital plays a very important role in the development of the Tanzanian eco-
nomy. This inflow of foreign capltal has increased at a very high rate in the
last few, years, as can be seen in Table 57, and has contributed, to a large
extent oo the high level of capital formation of the country.
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TAnE 54 Balance of payments: actual and planned fAigures (in million shillings)

\.

€

Ttem 1967° 1968 - 199
Goody ' '
Exports . 1760 1718 . 1793
Imports —1628 —~18}4 -1 710
Adjustment * - 143 -9 -9
Trade balanco ~8 -218 -~36
Services '
Earnings 9 3 . 383 41
Payments . —350 ., =362 . ~367
* Balance on services =22 21 108
© Net iranafers 69 7 61
BALANCE ON CURRENT ACCOUNT 39 -117 130
Capital ' . .
Inflow ) — 87 2710
Outflow, * ’ — -39 -11¥
BALANCE ON CAPITAL ACCOUNT 159 43 152
Errors and omissions ® —82 -128
Balance on ordinary transactions ’ 114 N 157
Special rransactions ~8 6
NET CHANGE IN POREIGN EXCHANGE : 106 -163

-

source United Republic of Tanzania. The ecomomic swrvey, 1972-73.

The government has received a large share of this inflow, particularly with ~~
respect to the TAZARA project, but the parastatal enterprises have also benefit-
ed from it a great deal. Needless to say, success in the implementation of the
plan will largely depend on Tanzania’s possibilities of mobilizing large amounts -
of foreign capital. At present, the quantity of capital aid available to Tanzania
does not appear to be out of line with the country’s requirements.

Tanzania receives development aid from a large number of donors, and most
‘of this aid is provnded on very favourable terms. Sufiplier credits have been
kept to a minimum. In view of Tanzania’s commitment to development and
its generally favourible development performance, itemay be expected that
-foreign aid will continue to increase. The external-debt service burden is cur-
reatly around 8 per cent of the country’s and should remain within
manageable proportions for the foreseeablf future provided that foreign loans
~corminue to be made on concessionary terms. :

It is also to be added that Tanzania will need more aid of a different kind.
Up to now capital aid has been linked to the procurement of imported equip-

l% . | | . ' .. .
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. }r@mn for economic development during the present decade

lfm 1971 \ 1972 Fln pro
- _ 1969770 1973/74
1 851 1989 2313 1982 2467
-2274 -2726 —-2929 -1997 —2640
-108 -108 . —s4 -6 | -76
~528 —-842 ~670 —78 —~249
93 72 883 E57) ' 4s8
406 , —518 © 876 ~369 ~$30
187 204 309 =3 -9
) 6 -13 - -
282 , -m —374 -ns, ~341
67 1599 1388 — -
~1%0 ~741 —47 - —
529 858 1111 273 406
—360 -207 -274 - -
-83 ) 463 158 65
m— o — RS W T om——— —
40 4 4 — -
4 143 507 158 6s

a growing proportion of aid for smaller agricultural and rural development
_projects which may have less appeal for foreign donors, but which are never-
theless very important for the development of the country.

Economic growth during the 1970s

Bearing in mind the problems we have previously referred to, i.e. the financing
of the considerable amount of investment called for under the second plan and
the foreseeable consequences for the balance of payments,

we
in our projections, rates of growth that are slightly lower than those fixed in
the plan. In spite of this reduction in growth rate, the effort required for the

m:«mmmmummumm /03'
of the investment invotved implies a high lovel of net capital inflow
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Achieved Projected Achieved |
uring the in the during the Asyumed
1964-69 - 1969-74 1969-72 in our
Sector period " - plan period w projections
EIZ 2N ) co co
Agriculture ' ) ‘
Subsistence sector ) 29 . 30 3.0 j 28
Monetary sector _ 3.7 7.2 2.7 f 4.5.
Both sectors . 33 5. 29 -
Mining and quarrying 0.9 ~25 ,—26: 10
Manufacturing and_handicrafts. 11.8 1o - T 66 9.0
~ Electricity and’ water supply : . 9.9 10.0 11,0 : 9.5
Construction = - .. . . ) :

" Subsistence sector - 8 — 2.9 2.8
Monetary sector l 109 — " * 88 : 8.5
Both sectors A 9.1° 12.0 78 :

Trade and tourism 7.8 - 8.0, 4.7 6.0
'I‘rahiport ‘and communications 107 - 9.0 9.5
Finance, insurance and real estate’ R ‘ *
_ Subsistence sector 2.8 L - 2.8’ 2.8 W
Monetaty ;sector : . 8.1 — 04 . .
Both secfors , .40 6.0 2.3 0’{\

. Administration - . 44 5.0 9.8 6.

ALL SECTORS e 5.5 - 6.5 5.0 : 57
Subsistence sector 29 3.0 3.2 .28
Monetary uftor 6.7 1.6 5.8 6.7

*  IT : -

SOURCE Computed from ded in: United Republic of T ia, The le survey, 1972-73.

o ‘ e - . .
Prospects for economic development during the present degad:\\fgg’(

P> d ‘ )
the whole period. The rate of growth forecast in the second gffan is 6.5 per
‘cent per annum, 7.6 per cent for the monetary sector and 3 Per cent for the
subsistence sector. In our projection for the period 1971-80 the overall rate is
5.7 per cent, i.e. 6.7 per cent for the monetary sector and 2.8 per cent for. the
. subsistence sector.?.
The' detailed assumptions of growth rates for the various economic sectors

are given in Table 58, which indicates also, for comparison’ purposes, the-rate

of growth achieved during the first five-year-plan period, the targets set in the
second five-year plan and actual growth during the last few years,

In the agricultural sector we have assumed a rate of growth lower than that
fixed in the second plan. As we have seen, in the last few years the terms of
trade have been relatively unfavourable for most of the products concerped.

* At present the prospects for coffee, cashew nuts and cotton stxll seem to be

‘good, but thxs may not be t.he case in the future. . ;

TAsLE 58. Achieved and projpct;d growth rates of the various economic secto}s

J

- -

l These rates are very much the same ‘as those, at constant pnccs. achieved durmg the first
five-year-plan period (1964—69) and during the last few years (1969-72),.
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It was estimated in the plan that there
‘of 2.5 per cent for the mining sector
diamond and gold production resulting
_mines. However, investigation of the

/

Educational policy and its financial implications in T[tzam‘a

-

N

Jo"uld be annual decline in output
use of the foreseable reduction of
om the gradual working out of the
ge coal and jron-ore' deposits in the

‘extreme south-west of-the country hasfindicated that the coal is cokable. It has

also .been established that the vanadium content of the iron ore is probably

.of more value than the iron itself. In addition, there are plans to expand the
production of other minerals such as tin, salt magnesite, black sands and various
gerhstones. Taking these Vanous'i)osmbﬂltles mto consxderatlon, we have assum-

.ed a change in the trerid of prod@

ction,

In the indutrial sector (maﬁufacturmg, electrlcxty/water s( ply and bmldmg)
the rates assumed by us ar also Jower,than those i

is that, while-expansion 1

the industrial sector h

e plan. The main reason
been rapid during the first-

five-year-plan’ period begaiise the starting level was a rather low one, this may -
not be the case in the/future In fact, during the last few years, the growth of
thi sector has slowed"down. With a few exceptions, there is a surplus capacity

tion goods (brew,}
' L34

TaBLE 59. Projegiion of GDP, 197180 (in-million shillings)

N

- in most new factories. With the expansion of the production of current consump-
food prOducts cigarettes, textiles, sawmill productlon)

11 " 1980

Monetary sector i

_ Sector FA Amount . Percentage Amount Percentage.
Agricult . DN R
Subsistence sector 1905 -21.5 2442 4 168
Monetary sector 1589 -18.0 21361 163 .
SUBTOTAL 3494 39,5, 4803 . 331
Mining and quarrying 121 14 © 132 0.9
Manufacturing and handicrafts 893 101 1940 134
Electricity and water supply 91 <10 206 - 14
» Construction : . * o .
Subsistence sector . 67 0.8 . 86 - 0.6 .
- Monetary sector 414 46’ 863 5.9
. SUBTOTAL 481 54 949 - . 65
Trade and tourism o 1170 132 1976 13.6
Transport and communicatjons .. 788 . 8.9 1712 . 11.8
Finapce, insurance and real eStatc : - :
Subsistence séctor 601 6.8 . 770 2.3 .
Monetary sector ¢ 189 21 - 319~ N 20
SuBTOTAL - - 790 89" J089 " - 7.5
Administration : 1018 - 11,6 1719 11.8
ToTAL N NS § 846 1000 14 526 1000
Subsistence sector o 2573 29,1 3298 22.7
6273 70.9 11228 7.3

ey e,

source 1971: United Republic of Tanzanis, The economlc survey, 1972-73. 1980 TIEP projection.
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" Prospects ft;r economic develop'mem during the preiem decade -

the potential local demand will gradually be met, and further increase in pro-
duction may; turn out to be more difficult.

Jhe problem for Tanzania is that industrial development should be adapted
to’the small size of the moOnetized market, partlculatly when the tendency is
for partner states in the,East African Community to duplicate industries, -rather
than to specialize in order to benefit from the largergcombined market: . s

The growth rate for|the service sector, closely depexﬁnt as it is on the level
ot production in indutry and agriculture, has also been réediiced, in relation
to the assumptmns for the industrial and agnculfural sectors. On the basis of
the previous sets of ags uons, the growth of GDP may be prolected as shown
in Table 59. )

In spite of the assumed reducuon in the growth rates, relative to what has

.. been forecast by the plan, the level of investment required is still ‘a high pne.
It may be estimated that gross. capital formation will have to go up from 1,947
million shillings in 1970 to 3,100 million shillings in 1980 An assessment of
the allocation of resources is shown i m Table 60. .

~

( .
'T@u; 60. Appropriation of GDP at farket prices- (in miltfn shillings) .
: . 1970 <. 1980
Resource sallocation Amount - < Amoumnt Perceptage = "~
Public consumption . 1181 2250 7 140,
Private consumption ’ 6'455 11 100 ¢ " 689"
Gross fixed capital formation . N
,‘Government and local authorities 531 58 950 59
' Parastatal enterprises : 640 70 1200 7.5
EAC enterprises 120 1.3 % . 200 12
Private enterprises T 656 . 72 750 . 4.7
SustroTAL , o 1947 213 3.100 19.3
Change in inventories 100 1.1
Exports minus imports -, —530 —~58 -350 —2.2
TorAL GDP (AT MARKET PRICE) 9153 , 1000 = 16100 100.0

SOURCE 1970: United Republic of Tanzania, Natlonal accounts 1964-70, op. cit. 1980: LIEP projections. I

e

After this brief review of past economic growth and. of prospects for the .
present decade, which will help in assessing the ressources available for educa- -
tion, let us now try to see how the future development of education, and the"
mcréase in expenditure which it 1mp11es, may ‘be ﬁnanced from public sources.

12 | o




Phbhc reveriue © L -
and educatlonal expendltures

1\5 cL
o

< i} .

(’Thlile" 61). n we'n

) maybeottheorderoflOpereeim _— '
e Thxsmcreuaemrevenuelsdne ofcourse,toecondhlmgrowth,andtothe
_- =" introduction of nsw taxes-(such las_the development levy in 1966, the transfer
“ - tax‘in. 1968, and the sales tax i 1969),tomcreasesintaxratesand,lastbut
not least, to:ﬂlprovementsmtheoollechonoftaxes - Thanks to-this fiscal effort,
-‘government ‘Tevenue, as a tage. of monetary GDP, increased from 18.5 -
" per centin 1963764 to 28.2 per.cent in 1969/70. Since the latter date, however, _
. the percgntage has. levelled off, It is true that the tax burden was already very
.-hxghandntseemsdﬁculttomcreasetheﬁscalpressureanymrther .

_DmBCI'TAXBS . g SRR - \__\ L . .. | -": ~ )

o Dn;ect taxes ¢ utue about one-quarter -of -total revente. Jneome tax, whlch E
... ‘applies both to persons and toeompames, has made up by far the greater part.

k. - The developmet .of this tax over thé period is rather exceptional in character,

© 7 and the calculation of ah elasticity coefficient for it in relation, to the growth: of
= monetary GDPTwould appear to be of eomparatxvely little significance.? :

l

" 1. For or mors qeiéni_ sce 'ra_ae 13 in the Appeadix. '
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Educational policy and its financial implications in Tanzania )
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L

From 1962 to- 1968, the increase in income tax kept in line with that of
GDP and, in percentage terms, amounted to 3.5 per cent of monétary GDP.
" From 1968 onwards, its rate of growth increased markedly, and revenue from’
income tax rose to 6 per cent ofpGDP in 1972." This growth would seem to
Qe due partly to an incréase in idgome, and partly to an improvement in the
ollection of income tax. ‘ o .o _ '
The two other direct takegare the persorial tax adf@l the development levy
introduced in 1966. Collecti%of these taxds was combined in 1968. Thelr
growth appears to b{z rather irreghlar. *' . -

1]
S

INDIRECT TAXES . I Ce R

' . .
The three traditional~idirect taxes are customs$. duties, export: taxes and exeise
taxes. In 1969 a ;n s tax was added. Customs duties have not increased. at

the same rate as_imports. Since 1968 they have tended to decrease This is

mainly due to recent changes in the pattern of imports. For’ obvmus reasops,

customs_duties are lower for equipment than for consumer. goods, ‘and as we

, have noled there has been some substitution of imported consumer goods by

™ . local products (notablx textiles, cigarettes, beverages). This trend will certainly
o continue. and may léad to a relative reduction of revenue derived frc:g-'l customs ~

- 7 duties. It is pretisely in view of this foreseeable reduction that the government ’
decided to introduce a sales tax. .

- Export taxes constitute-a fairly small part of indirect taxes. Smce 1968,
they have also tended to decrease as a result of the fall-off in prices of exports.
Coffee, cotton ‘and cashew nuts are the three main products sub]ect to export
tax, and account at present for roughly ‘90 per cent of the reveriue from this
source.! The increase in revenue from this tax will, therefore, depend on the
position of the products on the international market, from .the point of view
both of the quantities exportable and of prices. A fall in prices could lead
to change in the rate of taxation. .

The revenue coming from' the excise tax “has grown qmckly ‘Its elasticity - .
coefficient rin- relation to monetary-GDP has been fairly high since 1965. This
high elasticity -coefficient is in particular the result of the development of the
industrial sector and the gradual replacement of imperted products by local .
v products. It should be noted, however, that a new tax was introduced in 1969,

after the product con¢erned has been subjected to either customs duty or excise .

tax. In view of this pew tep{ .an¢ of its direct effects on pnées it is unlikely

that the rate of ‘exise tax ‘can still be further increased in the future, so that,

_its elasticity coefficient in relatlon to the monetary GDP will no doubJ: ten to

* decrease. : . i AU o

1. For more details see-Table 14 in the Appendix. . .




e . Public revénue and educapltmbl eerendl’ture

T f Py

NON-FISCAL REVENUES

The non-ﬁseal revenues- include, on the one hand income from governmet}t
property and, on the other, cértain miscellaneous revenues. Government prope
includes the forests and mines, and while income from forestry may continy€ to

expected, in particular, that royalties.from diamond mining will tend to decrease.

As far as miscellaneous revenues are concerned, these range from sales of
goods and services to ‘interest and dividends from ‘government assets. On the
""’“‘"thle the non-fiscal revenues amounted to a sizable proportion of total rvenue.

Projection of government recurrent. revenue
.over the present decade - - v

On the basis of the trend of the various ‘formé “of government revenue

previously analysed, we have attempted to projec this revenue into the future. -,
fevenue of 1971/72, which is .

| We have based our prpjeotion on the:governmep
the last yeat for which data on actual reveny and exgendltures are available.
For more recent years only-budget estimat 1 be obtained.
- For the direct taxes we have adopted elastrqty coeﬂicrent in relation to

other direct taxes.
With regard to indirect ta.xés ‘Bas been assumed that customs duties will
increase at a shghtly lower. rate- ¢éxports because of the chaitge in the _pattern
-of imports (fewer consumel;zoods and more capital goods and: raW materials).
The same assumption has'been made for export tax because of the price trends

"~ ‘on the world markete:/or/the three main products subjected to this export tax.

‘.,,.,‘

| monetary GDP, of 1.4 per cent for}re income tax and 1. g per cent for the

. taxes has tended to decrease since 196&

The excise tax as been assumied 'to increase at a faster rate than monetary
* " GDP, and the sdles tax at the same rate. As we have indicated, the sales tax
" is additional t6 customs duties and to exclse tax, and its rate is uniform.

. On the bésis of this set of assum public revenues in 1979/80 have been
b projected as shown in Table 62. A¥ e expected, the share of .direct taxes |
+will tantially increase. In.”1979/ ey will represent one-thrrd of govern- '

" ment revenue.

‘The annual rate. of growth of government revenue, accordmg to the pro-

Acuon just given, is 75 per cent; whilst that of monetary GDP is 6.7 per cent

and that of total GDP 5.7 ber cent. It has been assumed, in other words, that

- the burden of taxation will increase in the future. The recurrent revenue of the

. government as a proportron of monetary GDP will increase, m fact from 28
per cent in 1971/72 to:30 per cent m 1979/80 =

-

115

increase in the .future, the same may not be true for the mines. It may be*

- Let us recall that the fevenue coming from both customs duties and export'




4 " Educational policy and -its financial implications in Tanzania

R "TABLE 62. Projection’of government recurrent revenue, 1972-80 (in million shillings)
" ) o . : mate of . A
- - . . 1971172 - growth, , 1979/80 -
¥ . , : 1971-80 - -
Revenue : . A P T (p age) Amount Percentage
R - Income tax 396.2 213 .- 9.5 8189
. Other . 1358 1.3 80 2512
' .. v— — - - .
‘ SUBTOTAL . 5320, . 288 9.1 1070.1
© . Indirect taxes g T B
Custom duties. a2 o113 S0 ..4747 . 143
. Export duties “s .24 . 30 s64 T 17
. Excisetax " - 2416 . 130 . 8.5 481l | 140
Salestax .~ Q8 A8 . 67 . . 3612 . N
. Other indirect taés - 725 T 397 67 °~ 1218 37
. .t - —" o = . —
; SusToTAL 8986 . - 484 657 14842 . 48
) - L i C
i+ - Non-fiscal revenue é - o
f‘ . M sales of gOOdl - ES
o and sgrv 8.0 407.4 12.3
a&‘ , fltous revenue ~76.7 .- 3503 10.6
B SUBTOTAL . o 74 751.7 29
‘o ‘ . i . — . —_— ¢
ToraL : 28 .100. 5 15 33120 1000 ¢
Pro;ectlons of government expendltu‘res ‘ -

Tom

Capital expendxture will be projected first smce it is closely linkéd to the rate R
of growth of the economy. The development of recurrent expendlture will then .
be dealt with. . o

Capn:al expendzture ' E "

The rate of growth of government capxtal expendxture has been very high in
-recent years. From 1964 to 1971, government capital expenditures, including
transfer to parastatal enterprises, have increased fivefold. The distribution of
expenditures by sector was as sliown in Table63... _ . N
Investment in the economic infrastructure has mcrea,sed at a very rapid, rate.
" By comparison investment in land improvement appears to be rather modest. '
© Sincé 1969, the transfer to parasfatals went up tremendously and at present

)
G
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¢ -
TAnLE 63. Distribution of governmcnt expendlture by, sector over the period 1964-71 (in
million shillings)
')( Sector ST 19eases 196667 .- - 1968/69 . 1969710 1970771
Fixed capital formation - ' . ‘
Land improvement » 4.0 6.9 6.2 23.8 215
g jdential building 3.0 75 4.1 . 107 21.2
ot -residentiaf building 5029 46 53.6 68.2 © 181.0
Public works = 623 173 - 225.2 - 225.1 304.7
Transport equipment 10.2 10.1 19.6 . 129 231 N
Other equipment 119 - | 212 20.9. 4.1 31.8 )
SUBTOTAL: - - 144 2076 3296 3825 5893 .

, Capital transfer N A . e
Transfer to parastatals ~  20.3 185 401 | 1473 27109 %
Transfer to focal ) s N

Authority = — 200 N0 23.8

Other capital transfers "21.2 14.1 10.0 81 . 15.5

SUBTOTAL Lo a1 32.6 70,1 175.4 © 3102

Other capital expenditures 20 42 . 60S 2.6, 93.5

. ToraL R 203.9 2944 4605 6105 993.0
United Ropublic of Tanzania, Natianal accounés, 1964-1970, op. cit. .

&

accounts for-more than one-fourth of government capital expenditare.: Details
as to ancing are shown in Table 64 ovefleaf. —

" The : cing pattern: of public capital expenditure has changed to a large
extent durmg the 196470 period. In general, the proportion of domestic sources
has® tended to- increase, In these domestic gources, however, the share of
_ public savmg has decreased regularly from 29.6 per cent in 1964/65 to only
3.1 per cent'in 1970/71. In the same way, external grants decreased from 19.5
per cent to 2.2 per cent over the same period. In fact, the financing require-
ment creatéd by heavy developmeént spending has been met either by lopg-
term borrowing (both domestic and external) or by short-term borrowing. In : |
:1970/71, for instance, out of the 320 million shillings put under the heading
‘other domestic sources’, 228 million in reality consisted of short-term bor-
rowing provnded by the central bank by way of direct advances or treasury-
bill holdings. The 1mportant role .played by domestic and foreign loans has.
¥ led to a rapid increase in the national debt (see Table 65).

‘The annual rate of increase from 1966 to .1972 4.18.3 per cent. It

_is obvious that such a rate of increase cannot be maintained in the future,
because of the growing burden of the national debt. The servicing of that debt * .
has already absorbed a large and increasing share of public revenue, as is shown -
in Table 66. ’ . . ’ i
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Tasie 64. Financing of public capital expenditures, 1964-71 T
*  Amount o . e
and percentage distribution ~ + 1964/65 - 1966/67 1968/69 . 1969/10 1970171/
- Absolute amounts ) \' . .
(i million shillings) : ’ . o
"Public saving . ' 60.4 J 42, 83.3 502 7 308
.Domestic borrowing _ - 163 ~. 787 25--- , 230% 3230
- --Other domestic sources! 486 - - 463 1214 M7 3196
External loans ’ 591 - 1164 . 1227 121.5 3174 -
External grants 19.5 109. - 01 S04t 22
“ToraL 2039 2944 4605, 6105 9930 ~
. . ) ‘ L ) I
Pcrc!nw dmrlbutlon ‘
aomwl o ) N
Public saving., 29.6 143 182 / 8.2
Domestic bﬁwh' . 8.0 T 267 288 - 378-
Other dbmectic sources! * 238 , 158 26.4 M0
“Toak . - 6l4 - %68 134 800
‘External losns T 290 395 - 266 199
External grants .96 3.7 . | — 0.1
. ToTAL k .. 1000 . 1000 1000 1000
1. Mainly ul:on-n-m borrowing. o : \
souncs vmmudrm.xawumxm‘-lmop.a o
TanLs 6. 'riuuh in :ue--mﬁmx debt, 1966-72_ (in mn;ion shillings) _
Debt - 1966 1967 1968 - 1969 1970 m 191 é
Internal débt 2616 . 3359 45;.5-'588.6 8199 10210 1091 " -
External -debt 6794 802.9 707.7%F 881.7 10158 14109 14752 '
ToTrAL ) " 9410 11388 11632 14703 1835.7 v 24319 25743
~ sourcs United Republic of Taniania, The economic suriey, 1971-72. : - 4
'l'nu 66. Servicmg\of natioml debt and recurrent; revenue, 1963—72 (in mlllion :hilhna)
Servicing Columa (1) " - Servicing Recurreat Columm(t)———
. of mational® iss . . . of naffonal governmeat s
Xeoar debt rovenno percentage ’ Yoar N debt eVERUe peroontags . .
: . . of colnn&)n ; of eolnx(lﬁ
O - oo ) @ :
1963-64 , 414 0517 67 5 196869 112.”69.8 . B9
'1964-65 534 - - 836.5 64 - 1969-70 1763 15769 112 .
1965-66 . 703" 9444 74 1970-71 1676 16542~ 10.1 -
1966-67 - 985 1024.0 - 9.6 1971-72° - 2388 18592 128,
1967-68 1423 11295 12,6 ' ' ,
soumce  United Republic of 'l‘_i;nnh. Appropriation accounty. . 8
B 119 3
| Y
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' Public revenue and educational expenditure
I'd
We have previously tried to estimate the amount of government capltal expen-

iture on the basis of the assumptions made about the potential for economic
growth during the present decade. The pattern of financing of public invest-

-

" ment has two important congequences which must be taken into account in

- the projection of recurrent expenditure. On the one hand, if public savings

-—

S

R

/

" TRENDS ‘OF RECURRENT EXPENDITURES INSRECENT YEARS

are to cover one-third of ministries’ development expenditures {excluding the
transfer to parastatal enterprises)y recurrent revenue, as previously projected,

- must show a surplus over recurrent cxpendxtures of about 300, nulhon shillings.

\'Even-in this case, the proportion contributed by loans will continue to be large

er the period 197280, so that thgnau,onal debt will increase still fulzgler A
rorresponding increase in the cost 6f servicing of the national debt musf there-
fare be expected. In other words, the need to mobilize public savings, and the
intrease in the cost of debt servicing, will absorb a large part of the revenue.

Only the remainder will be available for financing governmeént recurrent

ditures. , N
\
Y L 3

Recurrent expenditures

Expenditures are. classified in Tanzanian appropriation accounts and budgets
not by function but by ministry. In Table 67 the various ministries have there-
fore been regrouped, for the sake of clarity of presentation, in terms of their
major functions, although it is realized that such a regrouping may to some
extent be arbitrary in character.

ing the period 196472, tot]l recurrent expendltures increased at an annual
ratd 12.6 per cent. The cost of national-gébt servicing has increased most
rapidly over the period, namely at a rate of 24 per cent per annum. The cor-
responding proportion of the recurrent expewditures has thus. increased from

6.9 per cent to 13.4 per cent. This problem has already been mentioned and

it has been shown that the financing of government capital expenditure, which
. is effected largely by means of loans, whether domestic or forelgn, has led
toa rapld increase in the national debt in the past.

Expendxtnre on education has also increased very rapidly, at an average of
17 7 per cent per annum, and its share of total expenditure has risen from
15.4 per cent to 21.0 per cent. If expenditure related to the servicing of the
‘national deb? and to pensions is excluded so as to take into account only expen-

ditures by other ministries, the share taken up-by education is larger, rising

from 17.4 per cent to 24.8 per cent.
The growth in educational expenditure is matched only by that of social

_ expenditures, including health. By comparison the growth in expendxture for

administration and economic services appears to be modest. It is true that for
economic services~the level of capxtal expendlture is more significant than' that
of recurrent expendltm!e

N 12’)
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Pubhc revenuye and educational expenditure
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Pro;ecnon of recurrent expendzmres o NE

;7 It seems very kely that expenditures ctan increase in the future at the ;same
rate as in recent years. Public revenue has increased rapldly in the past, thanks
to improvements dn’ the collection of taxes, increases in the rates of taxation

. "and the introduction of cértain new taxes. As a result, the burden of taxation

*" has increased rapidly, and in 1971/72 government nt revenue already
** amounted to 28.1 per cent of monetary GDP. It wa difficult to increase
it much further in the future. According to the cstifffates previously ‘made,
recurrent revenue will amount to 3,312 million shillings in 1979/80 If it is
assumed that one-third of ministries’ capital expenditures (excluding the trans-
fer to the ‘parastatal enterprises) will have to-be financed by public savings,
the amount availablefor recurrent expenditure will be ,012 million shillings.

. If the increase *in the national debt over the period 1971-80 is taken into

account, expenditire on national-debt servidlng and on pensions should amount
to 485 million shillings. As a result, the amount available for expendxtures by -
}. 1;111 ministries taken together must not exceed 2,530 million shillings. * ~ +
" Expenditure on education, as estimatedin the first part of this study? “will
amount to 695 million shillings in 1979/80. For this expenditure to be financ-
ed, expenditures of the other sectors of government activity will’ have to be in
line with, for example, the projection shown in'Table 68. *
It is lmportant to note that the economic-growth projection has been made
at constant pnces The projection of gavernimoegt recu.rrem revenue,. wmch is

Tuu 68 Projection of government recurrent expendxtum R

L

i 1974/12 Growh . . 1979180

Expenditure . Y Amount Perceatage 191?-‘3’63;/«”.,{:-

- National debt and pensions , 7 o/ :
National debt : 238.8 13.4 ‘ .0 14.6,
Pensions o : 339 1.9 45.0 1.5
SustorAL - 2025 15.3 4850  16.1

Administration <o »m7 14.0 52 3753 12.5
Public order and safety 154.9 8.7 52 2327 7.7
Defence 136.3 7.7 52 2048 69
Edudation ' 374.4 21.0 8.1 6956 230
Health and housing > 221.6 124 70 3807 . 126’
- Bconomic services 3713 209 7.0 6379 . 21.2
' SUBTOTAL ‘ 17807 1000 30120 1000
Government savings - - oms ' . 300.0
ToTAL. 1859.2 Lo s 33120

WCI 1971-72: United Republic of Tanzania, Appropriation accounts. 197980: IIBP projection. =
1. See abo 72-74. | Lo
K above, pages 72-74. : 12 o , . s .
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" The aim of this muﬁu to Gonsider the problems involved ' ﬁnanc 3
nf. educatlon in Tanzania over the present decade, The analysis of ich. fin
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Educational policy arid lrs financial lmplicaﬂanm*ln‘l‘a‘rgzaqla . )

» de})t This -servicing of the nhtional debt has mcreased at a rate of 24 per cent '
+ ‘per annum over the period 1964/71.
. Inorder to analyse the development of revenue in the future, we have attempt-
+ed, on the basis of the basis of the information currently available, to project
economic growth over the present decade. Based on this economic growth, it -
*  is estimted that public fevenue might amoust to 3,312 million shillings in-
1979/80, i.e. 30 per cent of the:monetary GDP. This means that some increase
m the burden of ion over the present-decade has been assumed.
\If the teachers’ salafy scales are maintained at their present level, expenditure
on education including not only the expenditure of the Mlmstry of National
Education but also that of other ministries engaged in various forms of training)
may be estimated at about 700 million shillings, on the basis of the objectives :
fixed by the government. Bearing in mind the foreseeable increase in the cost
of servicing the national debt and the need to achieve a current budget surplus X
so as to cover part of the financing of government capital expendxture, itis
clear that the financing of this amount of expenditure on education implies
. that the expenditure of the other sectors of government activity should increase
at a moderate rate, lower than that seen in the past. If the required recurrent
" budget surplus which we have just referred to and the cost of servicing the
pational debt are taken into account, the amount available for expenditures on
all the ministries and- extra-ministerial departments would be 2,500 million
shillings. In other words, the share of expenditure on education would be 28
per cent as compared to 24.8 per; centan 1971/72 and only 17.2 per cent in
1964/65. In terms of total GDP at;faetor costs, there would B& the same increas-
mg trend (3.4 per cent in 1964/65 4.4 per cent in 1971/72 and 5.5 per cent

in 1979/80).
In addition, two apparently ental problems ‘should, be emphasized ° -
which could upset the previo descn"bed balance between ggvemment

- revenue and expenditure. .
The first is that this balance can be maintained only if the present pohcy,
« which consists in restricting enrolments in secondary education to a level con-
- gistent with manpower needs and-which results in fact in access to such educa- - -
tion becoming increasingly difficult for children who' have completed primary °
- education, can be applied.” The transition ratio between primary and public -- -
secondary education (mcludmg grade C teacher trammg), which has already
decreased from 40.1° per cent in 1961 to 16.3 per ceng in 1972, will have to
decrease further to 6.9 per“cent in 1980. How .will parents react to this res-
triction? It would’ appear that in the past this pohcy has encouraged the devel-
opment of non-aided pnvate education. Enrolment in private non-aided secon-
dary schools, over the period 196572, increased from 1,065 to 10,773, i.e.
from 4.6 per cent to 24.5 per cent of total enrolment. Although the data cover
only a short period, this trend would appear to be quite significant.
The second problem is that it has been assumed, in projecting expenditure,
on educa on, that teachers’ salary scales. will be kept at their present level.
N"eedlesﬁ o say, expendlture on educatxon is very sensi{ive to teachers’ salaries.
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Conclusions

w

If 1t is"assumed that salary scales will increase by 2 per cent per annum, the

' projected amount of expendlture on education in 1979/80 will be increased by

I

14 per cent. However, in Tanzania, as in othet countries, teachers’ salax:y scales
form an integral ‘part of Civil Service salary scales, so that any increase in
teachers’ salaries will almost automatically have an effect on the salaries of
other clvil seivants. As a result, expenditures of all ministries will increase.
In order to deal with this increase in expenditure, while' preserving the balance

_between government revenue and expenditure, and satisfying the conditions
préviously mentioned, revenue must increase markedly and amount to 34 per

cent of the monetary GDP. Such an increase in the burden of taxation would

'seem to be difficult to tolerate, especially if its effects on private consumption

and price levels are borne in mind. «? .
Wnll it be possible to call on other sources of finance in order to reduce the
'to the government of expenditure on education? Past experience of makmg
local authorities responsible for-this expenditure can hardly be said to be
encouraging. Alsd, as we have previously indicated, the present regionalization

. policy does not really change the picture too much. In spite of that policy

nearly all expenditure on education by the regional authorities, which are res-
ponsible for primary and adult education, is met by supsidies from central

government.
As far as fareign aid ls.concemed, apart from the sizable contribution to

~

* development expenditure, this consists essentially of - payments of overseas

allowances to expatriate teachers. The policy of the Tanzania-Government,
however, is for these expatriate teachers gradually to be replaced, a process
which will have been ¢ by 1977 in the case of secondary education.
After this date the gnly foreign iteaching staff remaining will be in higher
education. In any case this type of aid does not affect government expenditure,
since the overseas/allowances are over and above the salary normally paid by
the Tanzania Gdvernment, whnch is the same as the one paid to Tanzanian

- teachers.

Finally, one last alternative would be to set the present objectives for educa-

. tion at a lower level. This'is not possible in the case of secorfdary and higher

education, since enrolments at these levels have already been prO]ected strictly

-on’ the basis’ of manpower needs, which result in access to such. educationy:

becoming more and more difficult for primary-school leavers. It is,therefore in

- the case of primary education alone, and consequently, of teacher training, that

such a lowering of objectives would be ‘possible. It could be done by post-
poning the date foreseen for the achievement of universal pnmary edupatxon_

whxch is-at present fixed at 1989
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Appendix : L o .
‘ TA*,.I.\ Trend of enrolment in public primary education, 1961-73
¥ ] o, TR ,

v Levet e -' 1961 196G 1966
Standard I . _ ' 121386 140341 154512
Standard IT $ . 108 992 130976 140722 .

 Standard I - _ 97340 12718 135022
' ‘Standard IV - . 95391 114471 131 499°
‘Standard V : . 19721 43610 60721 .
Standard VI : . 17259 - 36577 52758
Standard VI P 14649 24637 46816
Standard VIII : ST . T2 2038 - 18946
Total ; S 10 486470 633678 40993
' C T v
Transition ratio from standard IV to standard V ('z.)"e‘-;;_- ¢ Va4 . 408 480
 souncs Ministry of National Education, Educational statistics: Ten years of Independence, Dar os Salaam, 1971,
ﬂnd Educational statistics handbook, Dar, es Salaam, 1973, L . .
‘ N - .
1‘ )
\ A
|
L,
N
p R J .
e '
_' Tasie 2. Age distribution of eprolment in public primary schools?, 1973
..~._. / .
’ & 7 .
2 1826 30383 46312 . SI
- .332 . 2800 23384 °
it S o452 4412
— Ty 8 1B
' o - — v 26" -
& 72163 33840 74372
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1968 1969 ST, B , 1972 19713
ﬁ' 155 802 157986 172 576 190 091 208 331 2607 \
R 148 188 145487 ... 152234" - 166590 - 182858 199119
142 353 141 389 141734 149305 . 161265 . 174328 .. . .
136 449 1375M* 138458 - 138246 1144 139 153169
S 61417 , 71198 88 634 102608 . 11661 133300
T 851519 61960 . ' 68714 . 85867 © 101886 ' 116593
57381 60 518 65624 70 502 88656 - 103807
765169 776 109 827974 902609 1003596 ' 1106387
07 - 522 64 - M1 w2 92.5
r - ’
Yo
w1z . 1B 14 15 1. v T’
11990 6125 159 217 4 .8 . 216314 .
21764 12575 4427 911 238 6 188,942
34113 22886 © 9359 3832 594 162 167077
37612 31612 16880 7917 252 . 535 , 146 708.
28264 34696 25539 13479 7059 ..1740 _ 127 778
12236 464 29509 24346 12183 4391 . 111 634
2067 11336 © 24179 27435 © 21477 12507 99466 3y
S 144515 148046 145694 111422 78197 44113 19404 ST o10s79198
; n x
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i

e T/.muz 3. Promotion, repetition and drop-out rates in pul;lic pl_-imary education

-

. T ‘Standard
Group 1 . 1 m lV A\ IV vl
971 o : o _ o
' Repeaters 2156 1436 1216 4279 321~ 394 4513
' 'Enrolments 190091 166590 149305 138246 102608 85267 70 502
' 1972 - ' S .
Repeaters 2429 1512 1181 ' 2865 428 517 4187
Enrolments 208331 182858 161265 144139 116461 101886 ° 88 656 .
& 1973 ) - LT .
‘" Repeaters 2276 1286 884 1345 428 639 ~ 4889 °
° Enrolments 226071 199119° 174328 153169 133300 16593 103 807
RATES (PERCENTAGE) ,
; 1971/72 . -
Promotion <954 . 9.1 94.6 83.9 98.8 9.1 —
Repetition 1.3 0.9 08 © 241 > 04 0.6 59
:':_;\.g.‘:-Drop-‘out . . 33 . 30 4.6 14.0 08 0.3 .
v 1972073 ‘ . - .
J " Promotion 950 949 941> W2 97.1 —
-: " Repetition 71 07 - 06 0.9 . 06 5.5
" Drop-out . _ 39 44 5.3 6.9' . =23 —
" sounca Ministry of National Education. ;
. .
- v . .
i
. *
e v.‘fv{-‘u‘-: Cao .. ' ' . R . ) .b . “&u S e s ’ o P t,""
"~ .. Tase 4. Trends of enrolment in private primary education, 1969-73 ' S
" Lewl. . 1969 1970 197 1972 T
Standard 1 ‘ o233 9775 6033 © 4409 - 7086
. Standard I - 18533 7980 . 5181 3563 . 5258,
Standard I 4210 4083 -+ N337 . 2494 - 2709 .
Standard IV . 363 3249 2797 2123 2132
StandardV 10917 933 706 . 658 ° - 938
Standard VI 1050 1054 . 729 732 om0
Standard VII . 1199 115 -+~ m . m N4
S Tota . - 53057 . 28239 19474 . 1436 19778
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Earolment 1972

December ‘December December numlnr‘::‘f uol‘ estimated
Area 1970 om 1972 {iliteraten - illiterates -

14260 ° 33320 12140 283 000 25.5

© 13910 93870 ° 284990 332000 s

29170 64170 64170 .341000 18.8

44150 21040 135990 - 283 000 T 481

18110+ 67090 103990 244000 42.6

24 410 69230 . 84860 166000 - 811

— 405%0 . 123770 312000 39.7

14130 5643 *+ 159350 215000 741

20750 431 186 710 419000 = 446

. 16910 32480° 164670 283000 58.2
18 300 83 080 127790 . 195000 65.5

37950 144 600 442180 488000 . 906

24150 38510 104800 146000 N\,  71.8,

20390 66190 187110 . 458000 40.9

15450 37060 - 119770 215000 55.7

11320 35460 104820° 273000 384
. 17150 47930 .100320 283 000 354

West Lake 273 85900 121130 234000 51.8

TorAL 363240 1060140 2688560 517oooo 520 -
{ ¢
* (

r"rmv  Distributh ‘..-of'lT saniasi studesit ‘by ounté of"l_"! S e e e

Uniuxlnm : , S 281 291
Udhdsumdm .o 66 64

USSR, . 0 18

India - ., 6 27
Gmnhmﬂcnopubﬂc o o 4 . 8 .
Canada . =m . 7

Other countrics . 136 38

“ToraL | .. m "4 1185

SOURCE mmm A—dmmuﬂhm IQZI.Du.S-hln. September 191!.




Appendix

Tans 8. Regional reccurrent expenditures on education, 1972~73 (in thousand shillings)

A.: . ‘ " Administration m" a ﬁ Notirare Toul

. Arusha a7 7201 636 45 . 8309

Coast 576 5014 . 728 — 6318

Dodoma 387 8943~ 606 47 9983

Iringa 436 8 405 L 345 . 15 940%

Kigoma . M6 5259 563 7 6203

- Kilimanjarg 436 16843 608 10 17917

- Lindi - 309 5660 567 17 63553
© Mara - 8131 5350 — 8681 °

Mbeya , 48 1222 . 668 « 13368

Morogaro ) 402 10635 574 8. 11 649

_ Mtwana - 334 6955 " 686 4 . 8023

* Mwanza . : 461 12876 2311 A 38 JlS 686

Ruvuma 34 80N 549 M 30 . T894

Shinyangs 535 9103 597 3 " 10266

Singida 345 8142 . 560 10 9057

Tabora k1] 7822 566 2 8823

Tanga 476 13465 (714 20 14 688

West Lake . 420 13230 601 7 14 288

T TomaL | 7075 167975, 12642 517 188209

. SOURCE Oovmimnt of Tanzanla, Snbmn_:;olnbllc revenwes aul'am:. 1973,
.Q’J . : ;‘ ’ ‘_4:;"\ \
: . .
k] :’ L3
™
+ 4.
' TAmz 9. Distribution of Tanzanian overseas stodins by subject | &
, Sclence Arts

Subject . o Number y Subject . Number

Engincering - . w258 Accountancy & 265

‘Medicing - -+ 156 Arts degree ‘ 64

« .Science 118 Economics 45

Pharmacy 51 Commeroe 29
Agriculture - S 43 ~ Arts education - - ' 28

Lands - Administration management 19

Other - . 56 Other 23

ToraL - m Toraa . - 473

souncs Maipower Plenning Division, Awwal manpawer report ... 1971, op. dit.
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Tuu 13. Value added by the utvioa lndustrho
1964-72 (in million shitlings)

VUK
L .v‘-' . N
planned target nnd “actual achlemnt.

»

Sector . 1964 1969 197

First plan  Actusl Secondpian  Actual

weee Daw  nak m

1118

g7 644 845

© 80 18', a0

7.8 10.7.
. <o 1.

. - o .

114 168 m &1 - 04 .
. N > . - ]
29 42 836 c28 .28,
43 60 0 84 40 60 23
. -t ‘ 5 - . d -
(60 M, 1020 65 ‘447 S0 98 .
2220 3048 369 15 6s 10 a6 .
. ‘ -
P X i
’ ’ . ) :-\'—\,’ LR
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“Tasts 14, Export taxes o the three main mﬁwm) e 3 e

1966067 /’ . T R W
Product v © “Amount l"—n.  Amoust T, Percetage. -
Coflee - — 10 AT i
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* Income X Mangeyry GDP- Percantage of GDP
1204 . 3813 32 .
130.8 3835 34,
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1586 4576 O3S g
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The baok

The lines of development laid down by Tanzania and its
effost to integrate educational policy with economic and
social objectives are. now well known. In this book the -
authors have attempted to review +this educational policy, to,
assess its past implementation and to analyse the trends .of

" expenditure and costs, Looking into the future, they have.
tried to.show all the implications ng this policy on the
_structure of the educational system;” on financial require-
ments and on employment. In so doing, they hope to have
set in a clearer perspective the problems of compatibility
between educational policy dnd the other economic and
social development objectives of the country. - ’
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