


©1996 International Monetary Fund

December 1996

IMF Staff Country Report No. 96/133

Tanzania—Selected Issues and Statistical Appendix

This selected issues and statistical appendix report on Tanzania was prepared by a staff team
of the International Monetary Fund as background documentation for the periodic
consultation with this member country. As such, the views expressed in this document are
those of the staff team and do not necessarily reflect the views of the Government of Tanzania
or the Executive Board of the IMF.

Copies of this report are available to the public from

International Monetary Fund • Publication Services
700 19th Street, N.W. • Washington, D.C. 20431

Telephone: (202) 623-7430 • Telefax: (202) 623-7201
Telex (RCA): 248331 IMF UR
Internet: publications@imf.org

Price: $15.00 a copy

International Monetary Fund
Washington, D.C.

©International Monetary Fund. Not for Redistribution



This page intentionally left blank 

©International Monetary Fund. Not for Redistribution



INTERNATIONAL MONETARY FUND

TANZANIA

Selected Issues and Statistical Appendix

Prepared by a staff team consisting of Mr. G.E. Gondwe (head)»
Mr. R. Hicks, Mr. A, Brender, Mr. B. Mukhopadhyay (EP) (all AFR),

Mr. M. Mered (FAD), and Mr. G. Begashaw (PDR)

Approved by the African Department

October 25, 1996

Contents Page

I. Financial Sector Reforms in Tanzania 1990-96:
A Critical Evaluation 1

1. Introduction 1

2. Background to the financial sector reform program
in 1990 and 1991 2

3. Regulatory and monetary policy reforms 4

4. Financial institutions reforms and bank restructuring 6

a. Financial performance and restructuring of the NBC 7
b. Financial performance and restructuring of the CRDB 8
c. Performance of the other state-owned banks 8
d. Private banks 9
e. Summary 11

5. Effectiveness of monetary policy 11

6. Conclusion 13

II. The Evolution of the Tax System over a Decade
of Structural Adjustment, 1986/87-1995/96 17

1. Introduction 17

2. The Evolution of the Tax System 18

a. Trends in tax revenue 18
b. Developments in the structure of the tax system 21

©International Monetary Fund. Not for Redistribution



- ii -

Contents Page

3. Tax Administration 22

a. Recent developments 23
b. The tax collection effort: import taxes

in 1995/96 23

4. A Comparison with Regional Tax Systems 24

a. Tax revenue 24
b. Country experiences 24

5. Cone lus i on 27

Text tables

1. Development in Central Government Revenue,
1992/93-1995/96 30

2. Buoyancy Ratios: Central Government Revenue,
1981/82-1995/96 31

3. Gross Domestic Product, 1981-95 32
4. Structure of Central Government Revenue,

1981/82-1995/96 33
5. Import Tax Assessment and Collection, 1995/96 34
6. Selected African Countries : Revenue Developments

in the 1980s and the 1990s 35
7. Selected African Countries : Buoyancy Ratios,

1986/87-1995/96 36
8. Selected African Economies: Revenue Development

in the 1980s and the 1990s 37
9. Selected African Countries: Summary Comparison

of Tax Structures 38

Charts

1. Market Share of the Private Banks, June 1994-June 1996 10
2. NBC Deposit Interest Rates and Treasury Bill

Yields, January 1994-July 1996 12
3. Private Banks' Interest Rates and Treasury

Bill Yields, 1994-96 14
4. Treasury Bill Yields as a Benchmark for Commercial

Banks' Interest Rates, May-October 1996 15
5. Selected African Countries: Tax Revenue and Recurrent

Balance Ratios, 1985/86-1995/96 28

©International Monetary Fund. Not for Redistribution



- iii -

Contents Page

Statistical Appendix

1. Gross Domestic Product at Constant Prices, 1988-95 40
2. Gross Domestic Product at Current Prices, 1988-95 41
3. Gross Domestic Product and Expenditure, 1988-95 42
4. Production and Purchases of Principal Export and

Food Crops, 1988/89-1995/96 43
5. Production of Selected Manufactured Commodities, 1988-95 44
6. Gross Capital Formation by the Public and Private

Sectors, 1988-95 45
7. Analysis of the Savings-Investment Relationship,

1990/91-1995/96 46
8. Producer Prices for Selected Food and Export

Crops, 1988/89-1995/96 47
9. Real Producer Prices for Selected Food and

Export Crops, 1987/88-1995/96 48
10. National Consumer Price Index, 1989-96 49
11. Central Government Operations, 1989/90-1996/97 50
12. Central Government Revenue, 1990/91-1995/96 51
13. Budgetary Transfer Payments, 1990/91-1995/96 52
14. Central Government Debt and Debt Service Payments,

1990/91-1995/96 53
15. Summary of the Tax System as of July 1996 54
16. Monetary Survey, June 1990-June 1996 59
17. Summary Accounts of the Bank of Tanzania,

June 1990-June 1996 60
18. Summary Accounts of the National Bank of Commerce,

June 1990-June 1996 61
19. NBC Credit to Major Marketing Boards, June 1990-June 1996 62
20. Structure of Interest Rates of Financial

Institutions, 1987-96 63
21. Balance of Payments, 1990/91-1995/96 64
22. Value, Unit Value, and Volume Indices

of Exports and Imports, and Terms of Trade, 1987-95 65
23. Value, Volume, and Unit Values of Principal

Exports, 1988-95 66
24. Composition of Exports, 1988-95 67
25. Destination of Exports, 1988-95 68
26. Value of Principal Imports, 1988-95 69
27. Composition of Imports, 1988-95 70
28. Sources of Imports, 1988-95 71
29. Services Account of the Balance of Payments, 1988-95 72
30. Social and Demographic Indicators, 1993 73
31. Selected Economic Indicators, 1980-95 74
32. Social and Demographic Indicators 75

©International Monetary Fund. Not for Redistribution



This page intentionally left blank 

©International Monetary Fund. Not for Redistribution



I. Financial Sector Reforms in Tanzania,
1990-96: A Critical Evaluation 1/

1. Introduction

The Tanzanian financial system has undergone a substantial
transformation during the 1990s, reflecting the implementation of the
recommendations of the Nyirabu Presidential Commission of Enquiry into the
Monetary and Banking System of 1990. While in 1989 the system was mono-
polized by state-owned commercial banks and characterized by government-
determined interest rates and directed credits (backed by central bank
lending to the banks), by 1996 seven new privately owned banks--some of them
subsidiaries of well-known international institutions--are in operation,
interest rates are market determined, and government interventions in credit
allocation and central bank financing of the commercial banks have been
virtually eliminated. However, the envisaged results of these reforms,
namely providing the authorities with effective mechanisms for macroeconomic
stabilization by developing a financial system that is responsive to
indirect monetary policy instruments and increasing the efficiency of
financial intermediation, were only partially achieved and at a slower pace
than expected. This disappointing outcome was largely due to the slow
progress in the reform of the state-owned financial institutions--most
importantly, the dominant National Bank of Commerce (NBC).

The slow progress in restructuring the s täte-owned financial
institutions was in sharp contrast with the pace of adjustment envisaged
When the reforms were launched in 1991. Although increased competition from
new banks was to play a key role in revamping the financial sector, it was
also recognized that the s täte-owned banks would continue to dominate the
banking sector for some time and that it would therefore be essential for
their rehabilitation to parallel the liberalization of the financial system.
In the event, although the balance sheets of the state-owned banks were
reconstituted, their operational restructuring was limited, resulting in a
repeated costly accumulation of nonperforming assets, owing to poor credit
policies and management. Moreover, as interest rates in these institutions
were determined to a large extent without regard to the opportunity cost of
funds, the effect of the indirect monetary policy instruments used by the
Bank of Tanzania (BOT) on savings and investment decisions was very limited;
specifically, deposit and lending interest rates at the NBC were not
responsive to changes in the treasury bill yields, which were expected to
provide a marke t-determined benchmark interest rate for the banking system.
Additionally, the NBC's unrealistically low interest rate margins and fees
have negatively influenced the expansion of private bank activity, and its
weak financial position (as well as that of the CRDB) has hampered the
development of an interbank credit market, as the private banks have
hesitated to engage in lending to the s täte-owned banks.

1/ Prepared by Adi Brender (AFR) .
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This paper describes the developments in Tanzania's financial sector
since 1990, and points to the inefficiencies associated with the lack of
coordination between the regulatory liberalization and financial institution
reforms. It critically evaluates the current position of the financial
system, and recommends policy actions to advance the sector's restructuring
process. The paper is organized as follows: Section 2 describes the
economic and institutional context within which the financial sector reforms
were designed, Section 3 portrays the regulatory liberalization of the
financial sector since 1991, and Section 4 discusses banking sector devel-
opments during that period, focusing on the lack of adequate structural
reforms at the s ta te-owned banks and the evolution of the private banks.
Section 5 discusses how the lack of synchronization between the progress in
bank reforms and the development of indirect monetary policy instruments
influenced the effectiveness of the latter; this section also examines--as a
test for the effectiveness of a key transmission mechanism of indirect
monetary policy instruments--the correlation between treasury bill yields
and commercial banks' interest rates. Section 6 concludes and provides
policy recommendations.

2. Background to the financial sector reform program in 1990 and 1991

By the late 1980s, Tanzania's financial sector was one of the least
developed in Africa. There were no capital or money markets, and the main
financial instrument, other than currency and bank deposits, was government
securities issued directly to the state-owned insurance company, pension
funds, and the postal savings bank. Interest rates were determined by
government regulation, and credit allocation (mostly to parastatal organi-
zations) was dictated for the most part by government directives. These
directives were often taken without regard to creditworthiness, and the
banks, in financing credits, relied on various forms of accommodation from
the central bank. Foreign exchange controls were also pervasive, and the
exchange rate was administratively determined by the authorities.

Following the initiation of the economic recovery plan in 1986, it
became evident that the financial sector was in a state of crisis and that
its existing structure and regulations were incompatible with the economic
policies that Tanzania had decided to pursue. The need for effective
monetary policy instruments was highlighted by the acceleration in inflation
when the overvaluation of the exchange rate was corrected and price controls
lifted--reflecting the acute supply shortages that were a characteristic of
the pre-reform period. Moreover, the removal of international trade
barriers and the liberalization of domestic trade and crop marketing exposed
inefficient parastatals to market competition; their position was weakened
further by the gradual elimination of government budgetary subsidies. Under
these circumstances, most of the parastatals defaulted on their outstanding
credits and had to borrow additional funds to cover their operational costs.
The accommodation of these needs by the commercial banks, supported by the
ВОТ, resulted in a substantial monetary expansion and large losses of the
commercial banks, underscoring the need to develop a proper regulatory
system that would redefine the role of the BOT in the reformed economy and
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would establish its supervisory authority. These developments also
highlighted the need to restructure the commercial banks in a way that would
lead them to more prudent credit decisions, and would allow savings to be
channeled to the emerging private sector.

To address this crisis, the government established in August 1988 a
Commission of Enquiry into the Monetary and Banking System 1/ with the
task of developing recommendations to rehabilitate the financial sector and
make its operations consistent with the reformed economic environment.
Building on technical assistance from the staffs of the Fund and the World
Bank, the Commission submitted its recommendations to the President in July
1990. The Commission's proposals focused on three major issues: (i) en-
hancing competition in the provision of financial services by encouraging
joint ventures and the entry of private commercial banks; (ii) strengthening
the existing institutions through financial and operational restructuring,
and improving the accountability of their management; and (iii) developing a
mechanism for the recovery of nonperforming loans.

The Commission's recommendations on the rehabilitation of the financial
sector formed an important part of Tanzania's medium-term economic and
financial program, supported by the Fund under an enhanced structural
adjustment facility (ESAF) arrangement for 1991/92-1993/94 and by a World
Bank Financial Sector Adjustment Credit. The program included four major
components which, it was envisaged, would be implemented expeditiously:
(i) redefining the role of the BOT in the areas of bank supervision and
regulation to be compatible with the needs of a market economy, legislative
reform to streamline banking regulations, and changes in accounting and
auditing procedures; (ii) restructuring of the existing banks in order to
improve their operational efficiency, increase their managerial capacity and
responsibility, and rehabilitate their balance sheets through the removal of
nonperf orming assets and recapitalization--including the possibility of
private participation; (iii) introducing private participation in the
banking sector as a means of increasing competition and, inter alia,
expediting the rehabilitation of the s täte-owned banks; and (iv) developing
indirect monetary policy instruments within the context of a competitive
money market so as to facilitate the achievement of raacroeconomic stability
in the liberalized environment.

The broad coverage of the reform program's targets underscored the
interdependence among its various components and the need for synchronized
progress in their implementation. The degree to which such synchronized
progress was achieved, and the effects of the slippages in implementing some
of the program's components, are examined in the following sections.

\/ The Commission was chaired by Mr. Nyirabu, former Governor of the ВОТ.
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3, Regulatory and monetary policy reforms

Implementation of the regulatory changes associated with the financial

sector reform program began in mid-1991 and proceeded at the expected pace.

The reforms focused on removing government controls from the financial

markets, reforming the BOX so that its legal status and structure were more

compatible with the needs of a market economy, and introducing indirect

monetary policy instruments that allowed the ВОТ to stabilize economic

activity without direct interference in the business decisions of the

commercial banks.

Interest rate liberalization was initiated immediately at the inception

of the program. The complex system of directed preferential interest rates

for sectors considered essential by the government, and the associated

sectoral credit allocations, were replaced in 1991 by a single maximum

lending rate and a stipulation that deposit interest rates had to be

positive in real terms. These restrictions were removed in July 1993,

effectively deregulating interest rates in Tanzania. JL/

Liberalization of the foreign exchange market began in early 1992 when

Tanzanian residents were permitted to hold foreign exchange deposits. The

operations of foreign exchange bureaus were legalized in April 1992,

enlarging the official foreign exchange market and absorbing a large part of

the parallel market into the formal sector. The bureaus' exchange rates

were freely determined by their operators, and their foreign exchange sales
were virtually unrestricted with respect to current account transactions.
Foreign exchange purchases by the bureaus were more restricted but, as the
surrender requirement on export revenue was gradually eliminated, by

December 1994 all export proceeds could be converted in the bureaus. Weekly

auctions of foreign exchange to the bureaus and the commercial banks were

initiated in July 1993, and the authorities had begun to announce the rates

determined in these auctions as the official exchange rate, virtually

unifying the exchange rate. In July 1994, the auctions were replaced with

an interbank market that initially operated once a day on the ВОТ floor, but

since May 1996 operates continuously by telephone.

Consistent with its revised role in the liberalized environment, in

late 1993 the ВОТ adopted a new organizational structure, which included a

substantial reduction in staff numbers, reflecting the elimination of the

bank's foreign exchange and credit control functions, while providing for

greater emphasis on bank supervision, monetary programming, and open market

operations. A revised ВОТ Act, replacing the ВОТ Act of 1965, was approved

by Parliament in April 1995, regulating the BOT's role in conducting

monetary policy, clarifying its authority in supervising and monitoring the

banking system, and defining its relations with the government.

1/ Informally, the ВОТ continued to persuade the commercial banks to

maintain positive real interest rates.
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With the abolition of direct interest rate and foreign exchange

controls
y
 the monetary policy instruments of the pre-reform period, the ВОТ

moved to develop and use new mechanisms. The ВОТ has actively used the

required reserve ratio as a policy instrument since early 1993 and, when

required, has also effected the statutory penalty charges for a reserve

deficiency. The rediscount rate at which the ВОТ accommodates the com-
mercial banks on a short-term basis was adjusted in January 1994 for the

first time in many years and has been market determined since then,

reflecting the yields in the weekly treasury bill auctions« Although the

formula for calculating the rediscount rate had been changed several

times since early 1994, the rates remained high throughout the period,

discouraging the commercial banks' access to the facility.

The BOT also used its activities in the financial market for monetary

policy management. It has been a major participant in the foreign exchange

market, providing the authorities with an important policy instrument to
manage their foreign exchange reserves and, at times, the liquidity position

of the banking system.

Treasury bill auctions were introduced in August 1993 as a key
instrument for liquidity management, a vehicle for providing the financial

system with a marke t-determined reference interest rate, and a source of

noninflationary financing of the budget deficit. Initially, only 91-day

treasury bills have been offered in the auctions but, as confidence in these

new instruments grew, the authorities introduced in February 1994, 182-day
bills, and in December 1994, 364-day bills. Since 1994, the interest rate

on government advances from the ВОТ has been determined on the basis of the

yields in the treasury bills auctions (with a 5 percentage point penalty),

encouraging the government to finance at least part of its deficit in a

noninflationary manner and providing a mechanism for establishing a direct

link between the government's domestic borrowing requirement and interest

rates. However, only in May 1996, when the government's borrowing
requirement was substantially reduced, was it agreed that the ВОТ would

begin using the 91-day bills for monetary management purposes, and bearing

the costs of such operations, with the longer maturities used to accommodate
the government's financing needs. 1/ However, in light of the large

quasi-fiscal costs of financing the higher-than-expected budget deficit

in 1994/95 and the BOT's aggressive interest policy in late 1994, the

government decided to limit the use of treasury bills for liquidity

management purposes.

The discussion above shows that quite early after the inception of the

financial sector reform program, Tanzania liberalized its financial system,

including the removal of most of the controls on the money and foreign

exchange markets. It has progressed substantially in reorganizing the ВОТ

to be better structured to operate in the reformed system, and has developed

1/ Treasury bills were also used for liquidity management purposes in

late 1994.
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some indirect monetary policy instruments to replace the direct controls of
the past. During the years that followed, these reforms were deepened and
the instruments available to the ВОТ expanded. However, the use of such
indirect instruments requires that the financial institutions operate in
certain predictable ways. In particular, it is assumed that the financial
institutions will respond to changes in the relative yields of various
financial assets. The following sections examine whether the financial
institutional changes, an essential element of the financial sector reform
program originally announced, were conducted in a manner and at a pace that
facilitated such behavior by the financial institutions.

4. Financial institution reforms and bank restructuring

An important component of the financial sector reform program was to
encourage the emergence of a competitive banking sector through private
sector participation. To facilitate the achievement of this target, the
Banking and Financial Institutions Act of 1991 legalized the establishment
of private commercial banks. However, at that stage, the ownership of the
NBC and the Cooperative and Rural Development Bank (CRDB) continued to be
governed by their respective Acts, requiring further legislative action to
allow private participation in their capital.

Alongside the entry of new banks, Tanzania's medium*term program
emphasized the restructuring of the existing s täte-owned banks, particularly
the NBC, which were expected to remain dominant for some time. Compre-
hensive portfolio reviews of the state-owned banks were conducted, beginning
1991, and the government assumed responsibility for their nonperforming
assets. By the time the exercise was completed, 1/ government bonds had
been issued to the NBC and the CRDB amounting to T Sh 119 billion and
T Sh 31 billion, respectively. 2/ Moreover, as the commercial batiks were
in arrears to the ВОТ, the government issued additional bonds, amounting to
T Sh 65 billion, to the ВОТ to reconstruct its own balance sheet. Addi-
tional government support was provided to the other stäte-owned financial
institutions.

The reconstruction of the commercial banks1 balance sheets was expected
to provide a strong foundation for proceeding with their managerial and
operational restructuring in a way that would allow them to become more
efficient and profitable and, hence, to attract private capital. However,
as discussed below, this element of the reforms was substantially delayed.

1/ Following the BOT1s examination of their balance sheets, the commer-
cial banks were instructed to write-off, or fully provision against, all the
classified loans in their portfolios.
2/ These amounts include bonds issued to recapitalize the banks, and the

bonds issued in early 1996, which reflected government obligations assumed
in January 1993. The recapitalization needs reflected the 1993 amendment to
the Financial Institutions and Banking Act, providing for capital adequacy
requirements in line with the Basle Accord.
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a. Financial performance and restructuring of the NBC

As part of its rehabilitation program that began in 1991, by early 1993

the NBC had closed 23 branches and retrenched 2,000 employees (from a staff

level of over 9,000 in 1991). However, other important elements of the

original restructuring plan, such as substantial changes in the bank's

credit policies, internal monitoring mechanisms, and management arrange-

ments, were hardly implemented. Management was still not responsive to the

possibilities for improving the NBC's profitability, and instead adopted an

inadequate pricing policy in the high inflation environment and an unsus-

tainable interest rate structure. For example, at 22 percent per annum, the

NBC's minimum lending rate--effectively applied to most of its customers--

was equivalent to the interest rate paid on savings deposits and lower than

the interest rate paid on 12-month fixed deposits; the ВОТ discount rate at

that time exceeded 50 percent.

The lack of operational reforms at the NBC and the inadequate policies

of its management resulted in a repeated accumulation of losses. ¿/ The
credit portfolio deteriorated quickly, reflecting lending to nonperforming
clients in both the parastatal and the private sectors. As competition in
the banking sector began to emerge, and the in face of the strengthened bank
supervision and of the introduction of foreign exchange deposits, the NBC's
liquidity position also deteriorated. By January 1993, following the
increase in the minimum reserve requirement from 4 percent to 10 percent in
December 1993, the bank was again in an untenable financial position.

To contain the losses of the NBC while a new comprehensive plan for its
restructuring was being prepared, the ВОТ imposed a credit ceiling on the
bank at the (nominal) amount of outstanding loans as of January 31, 1994;

this ceiling was effective until June 1996. The NBC was directed to cease

lending to its nonperforming borrowers, its Board of Directors was reconsti-

tuted in March 1994, and 800 employees were retrenched in the following
month. Moreover, the NBC Act was amended in August 1994 to allow private

shareholding, and a decision was made to place a new professional management

team at the bank. A detailed portfolio review was conducted again, indi-

cating that about 70 percent of the bank's loans were nonperforming.

The slow pace of action continued as the new restructuring plan for the

NBC was being developed. The new management team was placed at the bank

only in May 1995 ¿/ and the new program was not ready for implementation
until November 1995. Even then, some of the program's key elements--
including the retrenchment of more than 3,000 employees--were further

1/ Owing to weaknesses in accounting, the magnitude of NBC's losses was
not known until mid-1995. At that time, the bank's losses for 1993/94 alone
were estimated at over T Sh 50 billion (about 3 percent of GDP) .
2/ The two members of the expatriate management team were the chief

financial officer and the credit manager.
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delayed until February 1996. 1/ More recently, however, the NBC

registered a substantial improvement in its profitability, possibly

breaking even for the six-month period ended June 1996. 2/ This

improvement reflected a substantial success in loan recovery, a significant

adjustment in the bank's interest margins and fees, and an aggressive cost-

reduction program. Nevertheless, the bank's ability to generate performing

loans seems to have improved very little, although its interest income

increased substantially when it began participating in the treasury bill

auctions in late 1995. Under these circumstances, the NBC needs to rely

heavily on its monopolistic power in many parts of the country to maintain

its currently high interest rate margins (more than 27 percentage points).
It is clear that another phase of restructuring the bank, which will aim at

its downsizing and changes in its governance, will be necessary to sustain

the recent improvement in its financial performance.

b. Financial performance and restructuring of the CRDB

Financial performance of the CRDB in the period since 1991 has also

fallen short of expectations. The bank continued to lend to nonperforming

clients, disregarding ВОТ directions, thereby generating a substantial

increase in its nonperforming assets. By August 1993, all lending
operations by the CRDB were frozen, except for loans that were fully

collateralized by cash or where the credit was fully funded by the

government or a donor agency. Also in 1993, the bank embarked on an
ambitious restructuring program, which was completed only on July 1, 1996.

The program included a reorganization of the bank's operations, the
retrenchment of 1,000 employees (from a total of 1,600 in 1992), and a

rehabilitation of the accounting system. Under this program, the bank was

privatized through the sale of its shares to several thousands of private

shareholders, cooperatives, and parastatals; the Danish aid agency (DANIDA)

holds a large stake in the bank and also provides technical assistance for

its rehabilitation. Following the successful share issue, the government

completed the recapitalization of the bank by clearing its obligations

through the issue of bonds in October 1995 and March 1996, and a cash

payment in September 1996. In April 1996, Parliament repealed the CRDB Act,
allowing the bank to operate under private ownership beginning July 1, 1996.

c. performance of the other s täte-owned banks

The performance of the remaining s täte-owned banks was similar to that
of the NBC and the CRDB. Most banks continued to accumulate nonperforming
assets during 1991-92 and were consequently subjected to a lending freeze.
An advisory panel to the TIB, nominated in 1993, developed a program for the
bank's transformation into a merchant bank and its privatization; the TIB

1/ The government provided T Sh 11 billion to the NBC to cover the cost
of the retrenchment program.
2/ The precise determination of whether the bank broke even during that

period will be made in October 1996, following a detailed audit.
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has ceased all lending activity until this program is completed. The
Tanzania Housing Bank faced substantial difficulties and was eventually
liquidated in mid-1995, and the People's Bank of Zanzibar remains under-
capitalized and burdened with nonperforming assets. Finally, the Postal
Savings Bank has continued to limit its operation to mobilizing deposits and
investing the funds in treasury bills.

d. Private banks

Private banks were expected to play a major role in introducing
competition in the Tanzanian financial system. Although Parliament approved
in 1991 the Financial and Banking Institutions Act that paved the way for
the establishment of new private commercial banks in Tanzania, the first two
of these banks--Standard Chartered and Meridien-BIAO--did not commence
operations until late 1993. Understandably, the new banks initiated their
operations in a cautious way, particularly in light of the experience of the
state-owned banks. As the NBC dominated the domestic activity with uneco-
nomic interest rates and fees, and the exchange rate was fluctuating widely,
the foreign banks focused on catering to the foreign trade sector and on
mobilizing foreign exchange deposits; by late 1994, about 56 percent of
their deposits were in foreign exchange (as compared with 16 percent at the
NBC). Moreover, as Standard Chartered focused almost entirely on mobilizing
foreign exchange deposits and offered extremely low interest rates on
domestic currency deposits, there was little competition between the two
foreign banks on domestic currency operations. 1/

Gradually, as the private sector began to recognize the potential of
the new financial environment, private banking activity in lending and
domestic currency deposit mobilization expanded. Five new private banks and
several other private financial institutions have entered the market since
mid-1995--following the resolution of the Meridien-BIAO debacle--constantly
increasing their market share in lending and--when the weakness of the NBC's
position became more widely recognized--also in deposit mobilization as well
(Chart 1). 2/ Nevertheless, the private banks continued to restrict their
geographical presence to Dar es Salaam 3/ and avoided retail banking by
imposing high minimum deposit requirements.

I/ In January 1994, Standard Chartered offered an interest rate of
15.5 percent per annum on six-month fixed deposits, while Méridien offered
28 percent and the state-owned banks 20 percent. By June 1994, 83 percent
of the deposits in Standard Chartered were in foreign exchange. While
Méridien held a substantially smaller proportion of foreign exchange depo-
sits (about 35 percent) , it did not develop its lending activity and its
assets at that time were predominantly foreign, with the balance invested
mostly in treasury bills.

2J Five more private financial institutions are expected to begin
operating by end-1996.

3/ Stanbic, which took over Meridien-BIAO, operates a branch in Arusha.
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Chartl

TANZANIA

Market Share off the Private Banks 1/

Private Banks9 Share in Domestic Credit
(In percent of total outstanding credit) 2/

Source: Data provided by the authorities and staff calculations.

1/ The CRDB, whose share in both outstanding credit and deposits was about 7 percent in August 1996, is included in the
public sector.
2/ The figure for total outstanding credit is reduced for the entire period by the amount of loans written off in early 1996
by the NBC and the CRDB. All the amounts are gross of loan loss provisions; adjusting for such provisions would increase
the share of the private sector banks substantially.
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e. Summary

Progress in bank restructuring and the development of a competitive and
efficient banking system has been very slow since 1991. The state-owned
banks, despite their repeated and costly financial restructurings, did not
implement important parts of their operational restructuring, a delay that
resulted in poor credit performance and large losses. As their weak
financial position began to unravel in mid-1993, the banks were subjected to
credit ceilings or, in some cases, a complete credit freeze. Private banks
began operating only in late 1993, but their operations were limited to
trade financing, mostly in the Dar es Salaam area. Moreover, Meridien-BIAO,
one of the first two private banks, had to be taken over by the BOT in mid-
1995 in view of the failure of its parent company, resulting in a temporary
setback for the development of the private banks. It was not until late
1995 that substantial progress was achieved in restructuring the NBC and the
private banks began to play an increasingly important role in the economy.

Banking sector reforms were much slower than expected in the medium-
term program, which envisaged a financial system where private banks thrive
and the stäte-owned banks are forced to accelerate their rehabilitation.
The slow pace of institutional reforms in the banking sector was also in
sharp contrast with the pace of reforms in the regulatory area and the
development of indirect monetary policy instruments. The impact of this
dis synchronization on the effectiveness of the latter is discussed below.

5. Effectiveness of monetary policy

The disappointing performance of the state-owned banks had a
substantial and negative impact on the development of an efficient
financial system in Tanzania. Reflecting the inadequate credit policies
of these institutions, savings continued to be channeled to insolvent
borrowers, enhancing inefficiencies in the economy, and resulting in a high
rate of monetary expansion. Even when the ВОТ exercised its supervisory
powers and curtailed the lending of the s täte-owned banks, their remaining
lending activity appeared to lack proper credit assessment and resulted in a
continued deterioration of their portfolios. Moreover, with the lack of
managerial commitment to profitability in most of these institutions, and
with limited competition from the private banks (until mid-1995), the
transmission mechanisms used in a market economy did not function, and
monetary management was severely complicated.

The ineffectiveness of indirect monetary instruments can be
demonstrated by examining the relationship between the NBC deposit rates
and treasury bill yields in the period January 1994-August 1996 (Chart 2).
During that period, treasury bill yields fluctuated substantially,
reflecting fiscal developments and Tanzania's external position. In
contrast, the NBC rates were rarely changed (and when changed, it was
usually in response to moral suasion by the ВОТ) . Under these circum-
stances, the effects of treasury bill yields on private savings were very
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Chart 2

TANZANIA

NBC Deposit Interest Rates and Treasury Bill Yields 1/

(In percent per annum)

Source: Data provided by the authorities.

1/ The NBC interest rates are for six-month fixed depoits as reported by the end of each month. Treasury bill
yields are for 182 day-bills at the last auction of each month.
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limited (although corporations and individuals with high incomes 1/ could
invest directly in treasury bills), particularly because the access of low-
income individuals to the private banks was limited by these banks' high
minimum deposit requirement. The effect of the treasury bill yields on
credit activity was even more limited as lending by the s täte-owned banks
was restricted by the ВОТ.

During 1996, however, the role of the treasury bill yields as a

benchmark for interest rates became substantially more important as the

number of financial institutions increased and the competition among them
intensified. The deviation of the financial institutions' interest rates
from the treasury bill yield was significantly reduced (Chart 3), and their

adjustments in response to changes in treasury bill yields became more

frequent (Chart 4). The NBC interest rates, however, are still relatively

rigid, reflecting the requirements of the memorandum of understanding under
which it operates.

The weak financial position of the state-owned banks has also

complicated the use of other indirect policy instruments. Burdened with a

large portfolio of nonperforming assets, the banks had difficulties meeting

the required reserve ratio (especially until mid-1995, when their loan

recovery operations intensified). The authorities, wanting to prevent a

liquidity crisis in these banks, avoided raising the reserve requirement

even when the liquidity position in the economy called for such an increase;
at the same time, the private banks maintained excess liquidity levels

(sometimes twice as high as the required reserve ratio), compromising the

effectiveness of the BOT's discount rate in influencing bank behavior. ¿/
Lacking proper instruments for sterilization, and in the face of a large
budget deficit, the BOT's ability to boost its foreign exchange reserves
through foreign exchange purchases in the interbank market was also limited
(as it wanted to avoid an excessive increase in liquidity), despite the
large inflows of foreign exchange into the banking system; this weakness was
substantially remedied, however, in May 1996 with the decision to use the
91-day treasury bills as а ВОТ monetary policy instrument.

6. Сonelus ion

While Tanzania's financial sector has been substantially liberalized
since 1991, with major elements of the reforms completed by 1993, progress

in developing a responsive and efficient banking system has been much slower

and less comprehensive. The s täte-owned banks, the key participants in the
market, operated in an efficient manner through most of the period and with
disregard to commercial success, as there were no changes in their

1/ At T Sh 500,000, the minimum permitted bid in the treasury bill
auctions is equivalent to the average annual income of a civil servant.
2/ The weak financial position of the state-owned banks has also been

mentioned frequently in Tanzania as the reason for the private banks'
hesitation to participate in an interbank money market.
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70

Charts

TANZANIA

Private Banks' Interest Rates and Treasury Bill Yields 1/

Standard Chartered and Meridien-BIAO/Stanbic
(In percent per annum)

Source: Data provided by the authorities.

1/ The commercial banks' interest rates are for six—month fixed deposits as reported by the end of each month.
Treasury bill yields are for 182 day—bills at the last auction of each month.
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Chart 4

TANZANIA

Treasury Bill Yields as a Benchmark for Commercial Banks' Interest Rates May-October 1996

- 
ST

 
-

Source: Data provided by the authorities and staff calculations.

1/ r̂ d on 182 days troasufybHI in the last audten prior to the stated date.
2/ The divergence We« b the square
3/ BevenflrerxÄlirtstftutfcns^
4/ Аи the financial institutions refefed to in footnotes, except NBC and СТОВ.
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governance. The first private banks began operating in Tanzania only in
late 1993 and, until mid-1995, added just a limited degree of competition in
the market. By late 1996, although the private sector is playing an
increasingly important role, private banking activity is still limited,
concentrated in the Dar es Salaam area and focusing on trade financing.
Because of this lack of synchronization, the indirect monetary policy
instruments introduced in the early 1990s have had only a limited effect on
macroeconoraic activity. Financial intermediation also remained constrained
and highly inefficient, as reflected by the high bank margins and rates of
default.

The limited scope of private banking activity in the past can be partly
attributed to the inadequate policies of the state-owned banks, particularly
the low lending interest rates and fees charged by the NBC. However, it is
notable that even when the NBC recently adjusted its fees to competitive
levels and began charging the highest interest rates in the sector (owing to
the terms of its memorandum of understanding with the government and the
ВОТ) , the private banks still hesitated to expand their lending activity to
areas other than trade financing. This hesitation is attributed by the
banks mainly to two factors. First, the collection of debts from defaulting
customers has proven difficult in the past, as evident from the experience
of the state-owned banks; the authorities intend to address this problem
through the establishment of commercial courts, which will expedite the
collection procedures. Second, the lack of information on borrowers' past
performance increases the risks in lending; improvements in this area will
depend critically on the NBC, which, in its current structure, lacks the
incentive to support it. As for the limited geographical presence of the
private banks, some of the banks have been considering the possibility of
venturing outside Dar es Salaam, but infrastructural limitations related to
transport and communications problems, and the difficulties in locating
appropriate accommodations, are delaying the process. JL/

However, even with a continued expansion of the private banks, timely
development of a nationwide competitive and efficient banking system will
depend on expediting the restructuring program of the NBC. To increase the
efficiency of financial services, the program should focus on the
operational structure of the bank, its credit policies, and managerial
responsibility at the different levels--to a large extent the same issues
highlighted in the 1991 Commission report. In order to enhance competition
outside Dar es Salaam, the restructuring program should also address the
monopolistic power of the NBC in many parts of the country. Restructuring
of the other remaining s täte-owned financial institutions will also be
important in rationalizing the banking system.

i/ For example, the CRDB, in order to link all its branches to a compu-
terized system, needed to develop its own costly satellite communications
network instead of using the national telephone lines.
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Given the current limitations of the financial sector, particularly
with respect to retail banking, alternatives to bank intermediation have
emerged in recent years, facilitated by the liberalization in other sectors
of the economy; these alternatives could provide an important bridging
mechanism until the financial sector reforms are completed. For example,
private marketing companies and traders, who may be better qualified than
bankers to evaluate the prospects of certain agricultural activities, have
begun functioning as financial intermediaries by borrowing from the banks in
Dar es Salaam and providing credits to farmers. i/ Direct crop financing
from abroad has also expanded substantially, facilitated by the liberali-
zation of the trade and exchange systems, without the need for domestic bank
intermediation. Finally, although the scope of their operations is unknown,
several hundred credit unions operate in Tanzania and may alleviate some of
the current problems in financial intermediation.

As the financial market now seems more responsive to the use of
indirect monetary policy instruments and as a more integrated market-
determined interest rate structure emerges, the authorities can proceed to
build on this progress. Specifically, the link between treasury bill yields
and bank interest rates can be strengthened by introducing secondary trading
of treasury bills. To reduce the monopoly power of the NBC with respect to
deposit interest rates in many parts of the country, the split of treasury
bills to denominations lower than the current minimum of T Sh 500,000 could
be considered. Moreover, as the EOT still lacks a sufficient variety and
volume of instruments to manage liquidity, the securitization of government
bonds now held by the EOT could be implemented; other government bonds held
by the commercial banks could also be securitized once the required
conditions are met.

II. The Evolution of the Tax System over a Decade
of Structural Adjustment. 1986/87-1995/96 2/

1. Introduction

Since 1986/87, when Tanzania's structural reforms began, the buoyancy
in tax revenue has been inadequate, with government receipts growing by less
than the increase in nominal output. The tax buoyancy was lower than in the
period of central planning when tax collection targets were frequently met
by using discretionary measures made possible by the large share of the
public enterprise sector in government revenue. The decline in tax revenue
as a percent of nominal GDP over the last decade, despite the positive
impact of exchange rate and price liberalization, can be traced mainly to
two defining factors. First, the implicit taxation of smallholder
agricultural production during the pre-reform period--resulting from the

1/ These traders are also in a better position to provide collateral to
the loans than most farmers.
2/ Prepared by Michael Mered (FAD) .
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overvaluation of the exchange rate, price controls, and the agricultural
marketing arrangements --was not replaced with adequate tax administration,
leaving this important and fast-growing sector outside the tax base.
Moreover, as economic liberalization led to a rapid expansion of the
informal sector, this important segment of the economy was also left outside
the tax base due to the weaknesses in the tax collection mechanism. Second,
tax reform, although yielding marked improvements in the rationalization of
the tax system over recent years, has not been accompanied by enhanced tax
collection, as the level of exemptions and the evasion of taxes were allowed
to increase until recently. Unless the declining trend in tax revenue can
be stemmed, sustained fiscal consolidation cannot be assured. 1/

This chapter assesses the performance of Tanzania's tax system against
the background of structural adjustment policies put in place during the
reform years, 1986/87-1995/96. Section 2 of the chapter examines the
evolution of the structure of Tanzania's tax system and compares the reform
period to the last five years of the pre-reform period (1981/82-
1985/86). 2/ Section 3 reviews recent developments in tax administration
and assesses the strength of the tax collection effort. Section 4 compares
tax structures and tax rates in selected African economies with those of
Tanzania, and Section 5 offers some policy recommendations.

2. The evolution of the tax system

a. Trends in tax revenue

Tax revenue declined on average from 16.5 percent of GDP during the
last five pre-reform years (1981/82-1985/86) to 14.2 percent of GDP in the
first five years of reform and further to 13.1 percent of GDP in 1991/92-
1995/96 (Table 1), when tax reforms were attempted periodically regardless
of the weaknesses in tax administration and the proliferation of
exemptions. !3/ Buoyancy calculations, which show the relationship between
tax revenue and output growth and inflation, confirm these trends. 4/

1/ It is important to note at the outset that a low tax revenue ratio is
not in and of itself undesirable. However, in countries such as Tanzania,
the public sector continues to play a central role in providing market-
related basic services and development expenditures, requiring large amounts
of budgetary resources.
2/ The Economic Recovery Program (ERP), a comprehensive three-year

program of reform, was introduced by the government in 1986/87. While some
reforms were implemented in mid-1984, the serious overvaluation of the
exchange rate, restrictions on domestic trade, and price controls remained
unchanged until later.

3/ The decline in the tax revenue ratio in recent years does not, how-
ever, represent a continuing trend, but is more the result of developments
in 1992/93 and 1995/96, as discussed in subsequent paragraphs.
4/ Buoyancy ratios are calculated by dividing the growth of tax revenue

by the growth of nominal GDP over the same period.
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These calculations reveal a decline in the buoyancy ratio from an average of
0.94 in the pre-reform period to 0.89 in the first half of the reform
period, and further to 0.86 in the second half (Table 2).

Trends in revenue buoyancy in the two periods need to be considered in
the light of very different economic circumstances. During the pre-reform
period, higher tax buoyancy was largely a result of continued discretionary
measures to increase sales and excise taxes and other user fees in the face
of declining production. Furthermore, the composition of output has shifted
substantially toward sectors which are more difficult to tax. Growth in the
agricultural sector during 1981/85 was, on average, about one half of what
was later achieved during the reform years, with sectors such as manu-
facturing and mining registering negative growth rates (Table 3). Moreover,
during the reform years, much of the growth in income accrued to small
entrepreneurs in the informal sector and in agriculture, which are
relatively difficult-to-tax segments within these sectors.

During the five-year pre-reform period, domestic sales taxes averaged
more than 8.2 percent of GDP, as compared to 3.6 percent of GDP during the
reform period, owing to the frequent increases in tax rates, particularly on
petroleum, beer, and soft drinks. Similarly, trade taxes increased by
almost twice the growth rate of nominal GDP (Table 2). Moreover, inappro-
priate economic policies such as price controls and trade restrictions
during the pre-reform years, while resulting in a narrowing of the tax base
and seriously affecting the efficiency of the tax system, nonetheless
simplified tax administration and boosted revenue. \/ Overall, tax
revenues appear to have kept up with the limited increase in economic
activity, largely because of the ad hoc increases in tax rates levied on the
large public enterprise sector.

During 1986/87-1995/96, growth in trade taxes remained robust, but both
consumption and income taxes (which together constitute about 63 percent of
total tax revenue) failed to keep pace with nominal GDP. ¿/ Compared with
the pre-reform years, trade taxes in relation to GDP increased from 2.3 per-
cent to 3.6 percent, while both income and consumption taxes declined from
5.1 percent to 3.6 percent, and from 8.2 percent to 5.0 percent, respec-
tively. The further decline in the tax ratio in 1991/92-1995/96, compared
with 1986/87-1990/91, can be largely attributed to the serious erosion of
taxes on income and consumption, which fell in particular by a total of
about 3.0 percent of GDP in 1992/93.

1/ The pre-reform period was also characterized by a proliferation of
specific taxes.

2У However, this trend can be partly explained by the change in relative
prices due to the substantial real depreciation of the Tanzania shilling
during the period.
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A significant component of the erosion in the tax ratio, discussed
above, can be explained by the tax rate reductions that took place in the
1992/93 and the 1995/96 budgets; however, these reductions were not accom-
panied by the commensurate improvements in tax administration or by the
elimination of exemptions that had been envisaged by the authorities. The
tax changes in 1992/93 included, notably, reductions in taxes on income,
consumption, and customs duties, primarily to encourage compliance and
generate additional revenue. 1/ Seven different excise rates were reduced
to a uniform rate of 20 percent; the number of customs duty rate bands was
reduced from seven to four, with the maximum marginal rate reduced from
60 percent to 30 percent; imported and local raw materials were exempted
from sales tax; several specific rates were converted to ad valorem rates;
and individual income tax rates were reduced from 20-75 percent to 5-30 per-
cent. While the lower tax rates were effected immediately, the measures
that should have eliminated most tax exemptions were not implemented, and
several weaknesses in tax administration also remained unresolved. In
addition, import tax assessments by the preshipment inspection companies
were also not fully operational when the reforms were put in place. As a
result, the tax base remained narrow, and tax revenue declined from
14.8 percent of GDP in 1991/92 to 11.4 percent of GDP in 1992/93.

The years 1993/94 and 1994/95 witnessed, to some extent, a reversal of
the tax rate reductions of 1992/93 and the implementation of several
measures aimed at improving tax administration. The outcome was an increase
during this period in the average tax revenue ratio to 13.2 percent of GDP.
Several changes were made to the tax system in 1993/94 and 1994/95; the
sales tax on goods previously taxed at 10 percent and 20 percent was raised
to 25 percent, customs duty rates were raised, and a real estate tax was
introduced together with increases in taxes on petroleum products. Tax
administration measures taken, particularly since late 1994/95, included
strengthening the import tax assessment procedures, limiting the number of
bonded warehouses, and eliminating virtually all discretionary exemptions
including the granting of new exemptions pertaining to the Investment
Promotion Center. However, these measures appear not to have been adequate
due to weaknesses in tax departments as reflected by the continuation of tax
evasion.

In 1995/96, despite the unsatisfactory experience in 1992/93, major tax
concessions were again granted. The income tax schedule was revised, which
in effect reduced the income tax rate of the average civil servant from
15 percent to 3 percent, resulting in a 15 percent decline in the yield from
withholding taxes in relation to GDP. The sales tax on raw materials for
certain industrial goods and some food items was reduced from 30 percent to
5 percent, and the sales tax on imported raw materials was lowered from
30 percent to 20 percent; as a result, tax revenue declined to 12.4 percent
of GDP (annualized) during the first half of 1995/96.

1/ Most of the reforms implemented in 1992/93 were as recommended by the
1992 Presidential Tax Commission.
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In mid-1995/96, the authorities, recognizing the endangered fiscal
stance and assisted by a Fund staff-monitored program, took revenue-
enhancing measures to rectify the situation. At the same time, the
government began to take serious steps toward improving tax administration
(see Section 3). The revenue-enhancing measures included raising customs
duties and sales taxes to 10 percent on capital goods; the road toll was
increased from 50 to 60 shillings per liter of gasoline; and various
excises, business, and license fees were also raised. As a result, the tax
revenue ratio increased during the second half of 1995/96 to 14.0 percent of
GDP (annualized).

b. Developments in the structure of the tax system

During the period when structural adjustment policies were being
implemented in Tanzania, the relative importance of various taxes shifted
significantly. In particular, the share of domestic indirect taxes has
declined, and that of foreign trade taxes increased (Table 4); it is
envisaged that the introduction of the value-added tax (VAT) in January
1998 (see below) will help to reverse this trend.

Consistent with the continued liberalization of the external sector,
the share of trade taxes in total tax revenue increased from an average of
14.1 percent during the pr e-re form period to 26.3 percent during the reform
years (Table 4). Reflecting the suppressed demand in the pre-reform period,
imports grew significantly while, at the same time, the overvalued exchange
rate was being corrected. Conversely, the share of consumption taxes in
total tax revenue declined from about 50 percent to 37 percent. The failure
to expand the tax base as part of the reform effort, which consolidated
sales tax rates and reduced the number of excisable products, is likely to
have contributed to this decline during 1992/93 and 1995/96. Income
taxation, the other major source of tax revenue, maintained its share at
about 27 percent during 1986/87-1995/96, despite the higher demand on tax
administration as the private sector's profits increasingly replaced those
of the parastatals as the tax base. An important development in the
administration of income taxes, which maintained its buoyancy to a large
extent, was the change in the assessment base from a lagged to a current-
year basis. Another factor contributing to the relative buoyancy of income
taxes over the reform period was the strong profits of the Tanzania
Petroleum Development Corporation (TPDC) , the government petroleum enter-
prise, helped by falling world fuel prices, while domestic prices were
maintained in real terms. JL/ In addition, with the repeal of a number of
minor taxes, which improved the collection effort, the contribution of the
remaining taxes to the revenue yield increased from 4.1 percent of GDP to
9.1 percent of GDP during the reform period.

I/ Some of the decline in the tax ratio is explained by the imposition of
the f.o.b. price differential levy on petroleum. The proceeds from this
levy were recorded as nontax revenue.
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On the whole, it appears that Tanzania's tax structure is relying
increasingly on trade taxes as a major source of revenue; weaknesses in
domestic tax administrative capacity have clearly contributed to this
outcome. Nonetheless, the quality of the structure of the tax system has
improved significantly in several respects during the years of economic
adjustment. The cascading of general sales taxes has been practically
eliminated in recent years, while sales tax bases have expanded and tax
rates have been increasingly unified. For example, all locally manufactured
goods are subject to a 25 percent or 30 percent sales tax; cascading is
minimized through the Registered Dealer Certificate system, wĥ re producers
are exempted from input taxes. With all sales tax and duty rates converted
to ad valorem rates, the specificity of the tax structure, with the
exception of excises on a few items such as petroleum and beer, has been
reduced significantly. Sales taxes are applied equally to local and
imported goods, while excises are now being levied on only a few commo-
dities, namely, alcoholic beverages, cigarettes, cosmetics, and soft drinks.
Similarly, reforms to the income tax system have improved equity and reduced
disincentives to work by imposing the tax on the global income of indivi-
duals, reducing the number of tax brackets, and lowering marginal and
corporate tax rates. Accordingly, the reform initiatives taken over recent
years have allowed a large share of taxes to be concentrated on fewer
sources and unified tax rates, reduced low-yielding nuisance taxes and,
through substantive tariff reform, improved the resource allocation role of
the taxation system. As discussed above, however, many of these reforms
resulted in lost revenue.

Despite important improvements in the efficiency and equity of taxation
over the reform years, and the strengthening of the tax base as incomes
increased in response to structural adjustment policies, the disappointing
elasticity of the tax system must be traced to persistent weaknesses in tax
administration, the proliferation of exemptions, and the inability to tax
the sectors benefiting the most from the economic reform effort. 1/

3. Tax administration

After the experiences in 1992/93 and 1995/96 when the tax ratio in
proportion to GDP plummeted, prompted by reductions in a number of tax
rates, the authorities have begun to address seriously the issues of
improved tax administration and the need to broaden the tax base. As
indicated in the staff report, it is expected that the tax measures taken in
mid-1995/96 (as noted above), together with the planned policy initiatives,
will enhance government revenue in 1996/97 and increase buoyancy. This

1/ For example, the share of the agriculture sector in GDP increased from
50.9 percent in the pre-reform period to 55.1 percent during the reform
years (Table 3) and, with the liberalization of agricultural marketing
arrangements, a large part of agricultural income shifted from the marketing
boards to the farmers.
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section reviews the latest developments in the effort to strengthen tax
administration and to broaden the tax base. An update on developments in
the assessment and collection of import taxes is also included.

a. Recent developments

The recent policy initiatives that have already been taken or will be
taken in the near future to improve tax administration and broaden the tax
base include the establishment of the Tanzania Revenue Authority (TRA) ,
which became operational on July 1, 1996; the harmonization of import
tariffs between Zanzibar and mainland Tanzania, with preshipment inspection
activities extended to Zanzibar; the reduction in the number of owner-
operated bonded warehouses by October 1996; and a renewed commitment to
introduce the VAT by January 1998, with the VAT legislation to be enacted by
Parliament no later than January 1997. 1/ Moreover, the authorities have
decided to implement an action plan for widening the tax base to include
hitherto untaxed sectors, such as agriculture and mining, by June 1997.

b. The tax collection effort: Import taxes in 1995/96

Experience in recent years has shown that, unless tax administration is
strengthened and the tax base broadened, tax reductions aimed at improved
compliance will not safeguard revenue performance. As the undercollection
of import taxes has historically been a serious impediment to fiscal
performance because import taxes (duties, sales, and excise taxes) are an
important component of tax revenue in Tanzania, the government has been
endeavoring to improve performance throughout the 1990s. To address this
problem, the government extended in 1992 preshipment inspection to include
tax assessment through the Tax Assessment Notice System (TAN) . 2/
This section updates developments in the assessment and collection of import
taxes in 1995/96 and compares data in the first half of the fiscal year
(July-December 1995) with the corresponding period in 1993/94, the first
operational year of the TAN system in Tanzania (Table 5). Currently, about
48 percent of total imports are inspected under the TAN system.

Based on the available data, some important conclusions can be drawn
from an analysis of movements in import tax collection. There have been
serious efforts in enforcement and tax collection since the administrative
reforms of import tax collections in 1992/93; the ratio of actual import
taxes paid to taxes payable (net of exemptions) increased to about 50 per-
cent in July-December 1995, compared with a dismal 15 percent in the
corresponding period in 1993. The average effective rate of taxes on
imports also increased from 8.8 percent to 12.1 percent over the period.

1/ While the commitment to introduce the VAT in Tanzania is not new, the
authorities have already taken several preparatory steps, including the
completion of VAT draft legislation.

2./ For a detailed description of the TAN system in Tanzania and devel-
opments in 1993, see Appendix II of SM/94/104.
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However, the data also indicate that exemptions, as a percent of the
dutiable value of imports, increased from 9 percent in July-December 1993 to
15 percent in July-December 1995. 1/ For the 1995/96 fiscal year as a
whole, about 60 percent of import taxes payable was collected, with the
ratio considerably increasing during the year. In contrast, for 1993/94,
taxes actually paid were only about 23 percent of taxes payable. The
monitoring and follow-up of information provided by the TAN system has
substantially improved the collection of import taxes payable; monthly data
also show a consistent upward trend.

Some of the increase in exemptions may be explained by the large
amounts of donor-financed project imports, which are tax exempt, limiting
the capacity of the authorities to control exemptions. Nonetheless,
exemptions on the taxable component of imports need to be severely limited,
and it will be crucial to enforce a strict adherence of exempting only those
imports directly related to externally financed projects.

4. A comparison with regional tax systems

This section compares the Tanzanian tax system to those of selected
African economies. The countries selected are Kenya, Malawi, Uganda,
Zambia, and Zimbabwe, which are all participants in the Cross Border-
Initiative (CBI) and are at similar stages of economic development as
Tanzania. The following paragraphs briefly discuss the evolution of the
tax/GDP and buoyancy ratios, and the tax structure in these countries; some
tax rate comparisons are also made to assess relative tax burdens further.
The findings are very much in line with the experience in Tanzania; tax
reform initiatives, particularly involving reductions in tax rates, were
most successful when implemented in conjunction with measures to improve tax
administration and to broaden the tax base (by eliminating exemptions).
Based on a cursory review of both tax revenue in relation to GDP and tax
rates levied, the tax burden in these economies is found to be generally
comparable to that in Tanzania.

a. Tax revenue

Similar to the Tanzanian experience during the ten-year period 1986/87-
1995/96, tax ratios have shown a declining trend in three of the comparator
economies (Table 6). Tax revenue declined in Zambia from an average of
18.1 percent of GDP in 1986-90 to 16.5 percent of GDP in 1991-95. Zimbabwe
and Malawi also experienced similar declines in their tax ratios, from
31.4 percent of GDP to about 27.7 percent of GDP and from 17.0 percent of
GDP to 15.6 percent of GDP, respectively. However, for the same period,
Kenya's tax/GDP ratio increased from 20.0 percent to 24.1 percent, and in

1/ Exemptions remained at about the same level during the whole of
1995/96. These data, however, mostly reflect imports under exemptions
granted in previous years, which were not revoked when the authorities
decided to curtail the granting of new exemptions.
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Uganda, albeit from a relatively low base, taxes in relation to GDP rose
from an average of 5.8 percent to 8.5 percent. Although it is difficult
even to surmise the reasons for these outcomes based on the data alone,
primarily because of the myriad of tax changes and other discretionary tax
measures imposed in all these countries, one important observation can be
made regarding tax buoyancy. Buoyancy appears to be highly predicated on
the degree to which measures have been taken to strengthen tax adminis-
tration and broaden the tax base while, at the same time, reducing tax
rates--though tax reductions may have transitory adverse effects on fiscal
performance. While Kenya and Uganda seem to have closely followed such
policies, the other three countries appear to have repeated some of the
policy errors made in Tanzania, as discussed above.

b. Country experiences

In Kenva. the tax reforms initiated in 1992/93 reduced tax rates but at
the same time introduced significant improvements in broadening the tax base
and developing the tax administration. For example, when the top marginal
income tax rate was reduced from 40 percent to 35 percent, higher income tax
brackets were widened on average by some 30 percent. Personal identifi-
cation numbers were expanded, the self-assessment tax system was introduced,
and the full value of employee benefits was incorporated into the income tax
net. Similarly, when the maximum VAT rate was lowered from 40 percent to
30 percent and the number of rates was reduced, the number of goods subject
to VAT at the retail level rose from 390 to about 1,400 items. The author-
ities also focused on strengthening the new Kenya Revenue Authority by
increasing its autonomy and funding. As a result, the buoyancy coefficients
calculated for all the major components of tax revenue were unity or higher
during the period 1986/87-1995/96 (Table 7). In addition, the trend in the
shares of tax revenue commonly appears to be consistent with reduced
dependence on trade taxes as domestic taxes generate the difference
(Table 8).

Similar to the Kenyan experience, tax revenue performance in Uganda
has been consistently satisfactory since the adjustment process began in
1986/87, with serious steps being taken to broaden the tax base and
strengthen tax collection efforts in conjunction with tax reform. The
contribution of direct and indirect domestic taxes to total tax revenue has
gradually increased as dependence on trade taxes was reduced. Buoyancy data
indicate that taxes, as a percent of GDP, grew more than twofold over the
reform period. In early 1995, it appeared that import-related taxes were
not increasing coramensurately with the sudden surge in import demand. The
authorities, when discovering that the policy on exemptions was the cause,
reacted expeditiously. Investments granted through the Investment Code
were strictly limited, and 90 percent of discretionary ministerial
exemptions were revoked. For 1995/96, the government limited exemptions to
only U Sh 12 billion and agreed to provide quarterly reports to Parliament.
Similarly, when implementing the VAT in July 1996, the authorities ensured
that the tax would be as broadly based as possible, for example, by limiting
zero-rat ing to exports only. Preparations to broaden the tax net to include
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the agricultural sector are currently also under way (e.g., a cadastral
survey). In addition, the Uganda Revenue Authority, which is now well
established, has made noteworthy contributions to strengthening tax
administration.

Major tax reform initiatives in Malawi between 1990/91 and 1994/95
reduced tax rates and rationalized the tax system. Nonetheless, tax revenue
continues to depend increasingly on taxes on international transactions:
almost half of the revenue comes from this source. Despite measures taken
to broaden the tax base--for example, by extending the base of the surtax,
and including fringe benefits in the income tax net--the tax ratio declined
by 3.3 percent of GDP over the four-year period, a sharp contrast to the
developments in Kenya and Uganda. The most compelling reason for this
decline is weaknesses in tax administration; these were most evident in 1994
when a major depreciation of the kwacha had little impact on trade taxes,
largely as a result of undervaluation, poor inspection, and fraud. Subse-
quently, significant improvements were introduced and tax revenue as
a percentage of GDP, increased from 14.7 percent to 15.3 percent in 1995/96,
as Malawi launched a major reform program to improve customs administration.

Zambia's tax buoyancy ratio between 1986 and 1995, at 0.75, is the
lowest in the region. Tax revenue in proportion to GDP reached almost
20.0 percent in 1990 but declined to 14.1 percent by 1993. However,
beginning in 1994, the tax ratio has shown some recovery, subsequently
averaging 16.2 percent. During 1991-93, the authorities initiated several
tax measures designed to reduce the effective tax burden. These measures
included a reduction of the company income tax from 40 percent to 35 per-
cent, streamlining of customs duty rates, and the removal of several
nuisance taxes. Although the reform effort has improved efficiency and
simplified the tax system, measures taken to broaden the tax base by
removing exemptions and strengthening tax administration were inadequate.
However, the structure of taxes appears to be on track and, with the Zambia
Revenue Authority becoming operational in 1994 and with the introduction of
a broad-based VAT in 1995, the buoyancy of the tax system has been
improving.

While the tax/GDP ratio is relatively high in Zimbabwe. the buoyancy
ratio calculated for the ten-year period is a low 0.83; sluggish receipts
from taxes on income and profits (i.e., a buoyancy ratio of 0.79) appear to
have contributed to this outcome. Major new tax initiatives were introduced
with the 1993/94-1995/96 budgets, which included (i) cuts in the import
surtax rate from 15 percent to 10 percent, (ii) an increase in the threshold
for payment of income taxes and a reduction in the marginal tax rate from
45 percent to 40 percent, and (iii) a cut in the corporate income tax rate
from 40 percent to 37.5 percent. In addition, in mid-1994/95, the author-
ities increased sales and excise taxes in the expectation that the revenue
targets would not be met. The net outcome of all these measures was a
decline in the tax/GDP ratio from 27.6 percent in the previous year to
25.0 percent in 1994/95, remaining at about the same ratio in 1995/96. With
regard to the corporate income tax, the duration of the carry-forward of
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losses and the assessment basis may have affected tax yields from this
source. In addition, the multiplicity of specific taxes and a complex
tariff schedule, with five different tariff regimes, have limited tax
buoyancy. However, Zimbabwe appears to have a favorable tax structure, with
only 20 percent of taxes collected from trade transactions and almost
50 percent of revenue coming from direct taxes.

Although it is difficult to assess accurately the relative tax burdens
for these various countries, based on comparisons of tax/GDP ratios and tax
rates alone, because of differences in the breadth of tax bases, the
evidence here clearly indicates that Tanzania's tax ratios and tax rates are
well within the norm for the region, and may even be lower than those of
Kenya and Zimbabwe (Tables 6 and 9). For example, among the economies
reviewed here, the top marginal income tax rate for individuals is the
lowest in Tanzania and Uganda. 1/ Also, with the exception of Uganda, the
tax/GDP ratio for 1995/96 in Tanzania is the lowest in the region. Simi-
larly, a review of the major categories of taxes indicates relatively low
ratios in relation to GDP for Tanzania.

The important role of tax buoyancy in stabilizing the fiscal position
is also highlighted by this comparison. Aside from Kenya and Uganda, which
have managed to generate significant public sector savings (as measured by
the government recurrent balance/GDP ratio) in recent years, all the
countries in the region, including Tanzania, have registered deficits in
their recurrent balances (Table 6). Zambia, with the lowest buoyancy ratio,
recorded a deficit of close to 9 percent of GDP in the years 1991-95. In
general, countries that have succeeded in a sustained revenue mobilization
effort have been increasingly able to finance recurrent expenditure needs
from domestic sources (Chart 5).

5. Conclusion

Several useful conclusions can be drawn from the analysis in this
chapter. First, while the liberalization effort of the past decade has
significantly rationalized the tax system in Tanzania and created a
conducive economic environment, not enough has been done to protect the
buoyancy in tax revenues. Measures to broaden the tax base and to
strengthen tax administration, which are crucial complements to tax reform
initiatives as safeguards for fiscal consolidation, were not implemented in
time to prevent revenue losses when tax rates were reduced. This conclusion
is clearly substantiated by Tanzania's experience in 1992/93 and 1995/96 and

1/ It should be noted, for example, that while the highest income tax
rate on individuals in Tanzania is 35 percent, the top marginal tax rate for
civil servants is no higher than 25 percent.
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Chart 5. Selected African Countries: Tax Revenue and Recurrent Balance Ratios
1985/86-1995/96 1/
(In percent of GDP)

Sources: IMF country documents.

1/ Calendar years for Zambia.©International Monetary Fund. Not for Redistribution
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by the review of developments in comparator countries. JL/ Second,

although much has been done in recent years to modernize the tax system in

Tanzania, dependency on trade taxes needs to be phased down as the share of

domestic taxes rise. For this to be possible, significant improvements need

to be made to the administration of income and consumption taxes, and the

relevant tax bases need to be broadened; the VAT will make an important

contribution in this regard. Finally, recent developments in import tax

administration in Tanzania are encouraging. While the increase in

exemptions in 1995/96, which may indicate higher project-related imports,

needs to be monitored closely, the increases in import tax collection and in

the average effective import tax rate indicate the effectiveness of the
recent measures taken, notably, the increased control of bonded warehouses
and the closer follow-up of the import Tax Assessment Notices.

\/ The experience in other regions has also been similar. In Chile, tax

reform efforts have been successful in recent years, relative to other

countries in the region, largely because tax administration improvements

were simultaneously enforced (see V. Tanzi, * Public Finance in Developing

Countries.
и
 1991). Also, institutional weaknesses in tax administration

played a major role in deepening the recent decline in tax revenue expe-
rienced by the countries of the Former Soviet Union (see R. Hemming,

A. Cheasty, and A. Lahiri, "The Revenue Decline,
11
 in Policy Experiences and

Issues in the Baltics. Russia, and Other Countries of the Former Soviet
Union. IMF Occasional Paper number 133).
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1981/82- 1986/87-
1992/93 1993/94 1994/95 1995/96 1985/86 1995/96

Averages

Total revenue 12.8 14.8 14.5 15.0 17.6 15.3
Tax revenue 11.4 13.5 13.1 12.8 16.5 13.6

Income taxes 3.5 3.6 3.7 3.5 5.1 3.6

Taxes on property — 0.1 — -- 0.1

Consumption taxes on goods and
services (local) 3.9 4.6 3.4 3.3 8.2 5.0

Sales tax 2.2 2.7 2.2 1.7 8.2 3.6
Excise tax 1.4 1.6 0.9 1.5 — 1.2

Taxes on international transactions 2.5 3.1 4.0 4.0 2.3 3.6
Import duties 1.3 1.7 2.0 2.0 1.2 1.9
Sales tax 1.0 1.2 1.3 1.1 1.1 1.4
Excise tax 0.2 0.1 0.6 0.9 — 0.3

Other taxes 1.3 2.1 1.8 1.6 0.7 1.2

Nontax revenue 1.4 1.4 1.4 2.2 1.1 1.6

Recurrent balance -5.9 -2.5 -3.1 -0.9 -6.3 -1.7

Source: Data provided by the Tanzanian authorities.

1/ The tax categories used in this table may differ from those used in Tables 11 and 12 of the Appendix
due to a different classification of several taxes.

Table 1. Tanzania: Developments in Central Government Revenue, 1981/82-1995/96 I/

(In percent of GDP)

Memorandum items:
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1981/82- 1986/87- 1986/87- 1991/92-
1985/86 1995/96 1990/91 1995/96

Tax revenue 0.94 0.88 0.89 0.86
Income taxes 0.90 0.96 1.02 0.90

Manpower taxes 4.23 0.96 0.67 1.25

Taxes on property 0.98 0.92 0.65 1.20

Consumption taxes on goods and services (local) 0.81 0.68 0.79 0.57
Sales tax 0.78 0.53 0.50 0.56
Excise tax — 1.17 1.78 0.56

Taxes on international transactions 1.71 1.00 0.92 1.08
Import duties 0.94 0.97 0.95 1.00
Sales tax — 0.75 0.65 0.84
Excise tax — 2.19 1.95 2.44

Other taxes 1.68 1.29 1.18 1.40

Source: Data provided by the Tanzanian authorities.

I/ Percentage change in tax revenue divided by the percentage change in GDP of the corresponding year.

Table 2. Tanzania: Buoyancy Ratios: Central Government Revenue, 1981/82-1995/96 \/

©International Monetary Fund. Not for Redistribution



- 32 -

Table 3. Tanzania: Gross Domestic Product, 1981-95

(Period Average)

Source: Data provided by the Tanzanian authorities.

1981-85 1986-95 1981-85 1986-95

(Constant 1985 or i o as. annual (Jp percent of GDP

percentage change) current pricey)

Agriculture, forestry,

fishing, and hunting 3.0 5.7 50.9 55.1
Manufacturing -4.9 0.9 8.9 8.3
Mining -1.5 18.2 0.6 1.0
Electricity and water 2.9 6.9 0.9 1.5
Construction -5.9 9.7 Э.4 4.3

Trade 2.3 4.6 13.1 14.7
Transportation and communications -3.4 3.3 6.4 6.6

Public administration and
other services 2.6 4.1 9.9 6.5

Finance, insurance, and

real estate 4.2 5.7 8.2 6.4

Imputed bank service charge 8.6 5.3 -2.1 -4.5

Total GDP (at factor cost) 1.1 4.8 100.0 100.0

©International Monetary Fund. Not for Redistribution



- 33 -

Table 4. Tanzania: Structure of Central Government Revenue, 1981/82-1995/96 JL/

Source: Data provided by the Tanzanian authorities.

1/ The tax categories used in this table may differ from those used in Tables 11 and 12 of the Appendix

due to a different classification of several taxes.

1992/93 1993/9A 1994/95 1995/96 1981/82- 1986/87-

1985/86 1995/96

Period averages

Tax revenue 100.0 100.0 100.0 100.0 100.0 100.0

Income taxes 31.0 26.5 28.6 27.5 30.8 26.6

Manpower taxes 1.5 1.1 1.6 1.6 0.3 1.2

Taxes on property 0.3 0.4 0.4 0.3 0.5 0.3

Consumption taxes on goods and

services (local) 33.7 33.8 25.6 26.2 50.1 36.5

Sales tax 19.3 19.8 17.1 13.2 49.6 26.0
Excise tax 12.2 12.1 7.1 11.5 — 8.8

Taxes on international transactions 21.6 22.8 30.4 31.6 14.1 26.3

Import duties 11.1 12.9 15.6 16.0 7.4 13.8

Sales tax 8.8 8.9 10.2 8.8 6.5 10.1

Excise tax 1.7 1.0 4.6 6.8 — 2.3

Other taxes 11.6 15.3 13.4 12.9 4.1 9.1

(In oer с en t of total revenue)

Total revenue 100.0 100.0 100.0 100.0 100.0 100.0

Tax revenue 89.2 90.9 90.5 85.6 93.8 89.4

Nontax revenue 10.8 9.1 9.5 14.4 6.2 10.6
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Table 5. Tanzania: Import Tax Assessment and Collection, 1995/96

(In billions of Tanzania shillings, unless otherwise indicated)

Source: Preshipment inspection companies (PSIs).

1995 1996 199E/96
July- Dec . Jan . -June Fiscal

year

Number of Tax Assessment Notices (TAN) issued 8,388 8,268 16,656

Value of dutiable TAN imports 228.97 197.49 426.46
(as percent of total imports) 49.9 45.3 47.7

Duties and taxes assessed 84.26 73.28 157.54
(as percent of dutiable value) 36.8 37.1 36.9

Duties and taxes payable 49.73 43.23 92.96
(as percent of dutiable value) 21.7 21.9 21.8

Exemptions (assessed less payable) 34.54 30.05 64.58
(as percent of dutiable value) 15.1 15.2 15.1

Duties and taxes paid (reconciled) 24.66 32.31 56.97
(as percent of dutiable value) 10.8 16.4 13.4
(as percent of taxes payable) 49.6 74.7 61.3

Memorandum items *

Total import taxes collected by customs 55.32 65.92 121.24

Taxes paid under TAN as percent of
total taxes collected 44.6 49.0 47.0

Uncollected taxes as percent of
total taxes collected 45.3 16.6 29.7
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Taxes on
Total Tax income Trade Indirect Nontax Recurrent
revenue revenue and profits taxes taxes revenue balance

Average for all countries I/

1986/87-1990/91 20.2 17.8 6.8 5.3 5.3 2.4 -2.9
1991/92-1995/96 19.5 17.6 6.6 5.5 5.0 2.0 -2.9

Tanzania
1986/87-1990/91 15.7 14.2 3.6 3.7 5.9 1.6 -1.2
1991/92-1995/96 14.8 13.1 3.7 3.5 4.2 1.6 -2.3

Kenya
1986/87-1990/91 23.2 20.0 6.5 6.8 6.3 3.2 -2.4
1991/92-1995/96 27.1 24.1 8.8 7.3 7.6 3.8 0.8

Malawi
1986/87-1990/91 20.7 17.0 7.1 5.5 4.4 3.7 -0.7
1991/92-1995/96 17.9 15.6 5.8 6.6 3.1 2.3 -3.4

Uganda
1986/87-1990/91 6.3 5.8 0.6 3.0 2.1 0.1 -0.6
1991/92-1995/96 9.1 8.5 1.3 3.7 3,4 0.1 -1.1

Zambia
1986-90 19.8 18.1 6.7 7.1 4.3 1.7 -9.5
1991-95 17.3 16.5 5.6 5.4 5.2 0.8 -8.3

Zimbabwe
1986/87-1990/91 35.5 31.4 16.4 5.9 8.7 4.1 -2.7
1991/92-1995/96 31.1 27.7 14.3 6.6 6.3 3.4 -3.3

Source: IMF reports on recent economic developments, various years.

\/ The average is calculated using the fiscal years for each country, except for Zambia, which is on a calendar-
year basis.

Table 6. Selected African Countries: Revenue Developments in the 1980s and the 1990s

(In percent of GDP)
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Table 7. Selected African Countries: Buoyancy Ratios, 1986/87-1995/96 1/

Taxes cm
Tax income Trade Indirect

revenue and profits taxes taxes

Average for all countries 1.2 1.3 1.2 1.6

Tanzania 0.9 1.0 1.0 0.7

Kenya 1.3 1.6 1.0 1.5

Malawi 1.0 0.8 2.3 0.5

Uganda 2.6 3.1 1.6 5.2

Zambia 0.8 0.8 0.5 1.2

Zimbabwe 0.8 0.8 1.0 0.8

Source: IMF reports on recent economic developments, various years.

I/ Percentage change in tax revenue divided by the percentage change in GDP of
corresponding year.
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Table 8. Selected African Countries: Revenue Developments in the 1980s and the 1990s

(In percent of tax revenue)

Taxes on
Tax income Trade Indirect Other

revenue and profits taxes taxes taxes

Tanzania
1986/87-1990/91 100.0 25.2 26.3 41.2 7.3
1991/92-Í995/96 100.0 28.0 26.3 31.7 14.0

Kenya
1986/87-1990/91 100.0 32.4 34.0 31.5 2.2
1991/92-1995/96 100.0 36.3 30.2 33.0 0.5

Malawi
1986/87-1990/91 100.0 41.4 32.2 25.7 0.6
1991/92-1995/96 100.0 36.9 42.3 20.1 0.8

Uganda
1986/87-1990/91 100.0 10.6 52.7 35.0 1.6
1991/92-1995/96 100.0 15.1 ,44.5 39.1 1.4

Zambia 1/
1986-90 100.0 37.3 39.1 23.6
1991-95 100.0 34.3 33.0 31.8 0.9

Zimbabwe
1986/87-1990/91 100.0 52.0 18.8 27.5 1.6
1991/92-1995/96 100.0 51.9 23.5 22.9 1.7

Source: IMP reports on recent economic developments, various years.

V On a calendar-year basis.
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Table 9. Selected African Countries: Summary Comparison of Tax Structures

Kenya ¿/ Malawi 1/ Tanzania 1/ Uganda 1/ Zambia 1/ . Zimbabwe I/

Taxes on income find orofits
On individuals' income 10-35 percent 15-35 percent 7.5-30 percent 10-30 percent 10-30 percent 20-42 percent

Self-employed 10 percent 15-35 percent 7.5-30 percent 2/ 10-30 percent 10-30 percent 7. 9-3 1.5 percent
Dividends 10 percent 15 percent 20 percent 4 percent 15 percent 15 percent
Interest 12.5 percent 15 percent 10 percent 10 percent 15 percent 20 percent

On corporate income
Resident 35 percent 35 percent 35 percent 30 percent 35 percent 39.4 percent
Nonresident 42.5 percent 35 plus 5 percent 3/ 35 percent 30 percent Mineral resource levy 37.5 plus 8.4 percent 4/

3-5 percent

Capita] gains tax - - - - - 30 percent

Presumptive taxes 4/ 2 percent - 4 percent U Sh 6,000-80,000 1 percent (PAYE)

Property taxes - 5- 15 percent 22.5 percent of value - Variable 0-20 percent
for urban land

Social Security contribution 10 percent . . . . . . . . 7 .5 percent

Taxes on consumotion
Sales taxes VAT 15 percent Surtax 0, 5, 25, 30 percent VAT 17 percent VAT 20 percent GST 15-20 percent

standard, 20 percent
8 percent low

Excise taxes Beer Beer 30 percent Beer Beer (100 percent) Beer
(105, 55, 10 percent) (40 percent) (specific duties added (70 percent) Opaque beer containing (77.5 percent)

Soft drinks (30 percent) Soft drinks (30 percent) to alcoholic Soft drinks (55 percent) less than 3 percent of Soft drinks (22.5 percent)
Wines/spirits Wines/spirits beverages) Wines/spirits proof spirits Clear beer (77.5 percent)

(45-65 percent) (40 percent) cigarettes and fuel (44 percent) (5-25 percent) Opaque beer-local
Cigarettes Cigarettes products cany Cigarettes Wines/spirits (10 percent)

(125 percent) (30-40 percent) specific excises, (122 percent) (100- 125 percent) taxes (alcoholic content)
Cigarettes Cigarettes

(125 percent) (80 percent)
Sugar (20 percent)
petroleum (45 percent)

Service taxes Entertainment tax Hotel and restaurant Hotel room prices 15 percent (CTL) - Hotel levy (15 percent)
(18 percent if VAT levy (10 percent) (20 percent)
does not apply)

- 
8

C
 
-
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Table 9 (concluded). Selected African Countries: Summary of Comparison of Tax Structures

Kenya 1/ Malawi 1/ Tanzania!/ Uganda 1/ Zambia 1/ Zimbabwe |/

Taxes on international trade
Import duties 5, 15, 25, 35 percent 10, 25, 35, 40, 5, 20, 30, 40 percent 0, 5, 10, 30 percent 5-25 percent 10, 15, 30, 35 percent

45 percent Much higher for 70-85 percent on vehicles
luxury Hems and selected other

products

Other taxes
Stamp duty Varies according to the Varies according to the 3 percent 1 percent Varies according to the 3 percent

nature of the nature of the nature of the
instrument instrument instrument

Airport tax US$20.00 US$10.00 US$20.00 US$20.00 US$20.00

Road user tax - -- T Sh 60 per litre U Sh 200 per vehicle ~ Z$ 0. 18 per liter for
under 8 tons diesel Z$ .05 per liter for

U Sh 500 per vehicle gasoline
over 8 tons

Surtax — 10,15,25,45, ~ Cosmetics (50 percent) -- 10 percent on imports
70 percent on imports Luxury cars

(30, 50 percent)

J/ Comparable taxes as of end-August 1996 from tax summary tables in country RED documents. The information has been updated to the extent possible through discussions with the fiscal
economists assigned to the country.

У A trade transaction tax introduced in 1986 to capture the gains of nonregistered traders amounted to 30 percent of 75 percent of the tax base.
3/ An additional tax is charged on profits of nonresident companies.
4/ For Kenya, a presumptive tax on agriculture 1995/96; for Tanzania, housing and training levies; and for Uganda, a local government tax on small-farm income.

- 
66

 -
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Table 1. Tanzania: Gross Domestic Product at Constant Prices, 1988-95 1/

1988 1989 1990 1991 1992 1993 1994 1995
Prel.
est.

Agr i culture , forestry ,
fishing, and bunting 59,380 61,425 66,084 72,120 75.245 81,965 83,638 89,466

Manufacturing 11,183 11,935 12,038 12,075 11,074 11,144 10,593 10,487
Mining 265 274 428 659 941 1,182 1,360 1,441
Electricity and water 1,356 1,152 1,196 1,439 1,396 1,492 1,708 1,783
Construction 7,320 5,754 8,483 7,200 8,416 5,643 5,972 4,584
Trade 15,988 16,083 17,105 18,663 19,099 20,417 21,046 22,237
Transportation and
communications 8,038 8,056 7,732 7,858 8,266 8,154 8,796 9,613

Public administration and
other services 13,282 13,899 14,237 14.649 15,202 15,044 15,932 15,859

Finance, insurance, and
real estate 6,776 7,490 7,684 7,945 8,334 8,957 9,750 10,530

Imputed bank service charge (-2,087) (-2,142) (-2,174) (-2,224) (-2,304) (-2,600) (-2,854) (-2,997)

Total GDP (at factor cost) 121,501 123,926 132,813 140,384 145,669 151,398 155,941 163,003

(Annual percentaRe change)

Agri culture , forestry ,
fishing, and hunting 5.1 3.4 7.6 9.1 4.3 8.9 2.0 7.0

Manufacturing 1.6 6.7 0.9 0.3 -8.3 0.6 -4.9 -1.0
Mining -12.3 3.4 56.2 54.0 42.8 25.6 15.1 6.0
Electricity and water 16.5 -15.0 3.8 20.3 -3.0 6.9 14.5 4.4
Construction 37.1 -21.4 47.4 -15.1 16.9 -32.9 5.8 -23.2
Trade 4.3 0.6 6.4 9.1 2.3 6.9 3.1 5.7
Transportation and
communications 4.4 0.2 -4.0 1.6 5.2 -1.4 7.9 9.3

Public administration and
other services 3.2 4.6 2.4 2.9 3.8 -1.0 5.9 -0.5

Finance, insurance, and
real estate 2.8 10.5 2.6 3.4 4.9 7.5 8.9 8.0

Imputed bank service charge 2.7 2.6 1.5 2.3 3.6 12.8 9.8 5.0

Total GDP (at factor cost) 5.9 2.0 7.2 5.7 3.8 3.9 3.0 4.5

Memorandum items:

Inflation
Consumer Price Index 31.8 30.3 35.8 28.7 21.8 25.3 34.1 27.5
GDP deflator 67.2 53.1 21.5 16.3 17.6 27.3 26.1 17.7

Source: Data provided by the Tanzanian authorities.

1/ The data provided reflect recent revisions of the national accounts by the Bureau of Statistics. Since this work is
still in progress, further revisions are expected.

APPENDIX

(In millions of Tanzania shillings: at constant 1985 Prices)
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Table 2. Tanzania: Gross Domestic Product at Current Prices, 1988-95 ¿/

1988 1989 1990 1991 1992 1993 1994 1995
Prel.
est.

(In millions of Tanzania shillings)

Agr i culture , forestry ,
fishing, and hunting 197,684 300,905 364,848 463,353 551.884 730,570 947,980 1,209,622

Manufacturing 23,985 46,064 59,961 65,600 82,700 104,700 126,397 142,576
Mining 1,673 1,962 6,423 11,809 19,181 18,800 26,842 29,526
Electricity and water 2,744 4,905 7,744 12,140 21,281 27,670 37,634 46,365
Construction 14,808 17,909 34,857 35,776 47,740 65,677 86,482 75,245
Trade 45,591 72,926 103,376 124,800 163,100 196,290 254,458 315,273
Transportation and
communications 18,259 29,143 47,489 57,822 64.327 92,470 125,616 153,690

Public administration and
other services 24,272 31,835 38,956 43,177 51,150 62,160 83,155 106,355

Finance, insurance, and
real estate 14,132 28,219 33,205 39,570 45,630 129,584 163,992 194.972

Imputed bank service charge -12,888 -18,043 -25,117 -28,222 -39,417 -95,108 -121,109 -143,071

Total GDP (at factor cost) 330,260 515,825 671,742 825,825 1,007,576 1,332,813 1,731,447 2,130,553

Indirect taxes 47,081 72,283 95,608 101,815 109,442 183,389 260,039
Less subsidies -1,016 -1,246 -1,328 -1,471 -9,801 -67,611 -97,398
Total GDP (at market
prices) 376,325 586,862 766,022 926,169 1,107,217 1,448,591 1,894,088 2,386,710

(In percent of GDP at factor cost)

Agriculture, forestry,
fishing, and hunting 59.9 58.3 54.3 56.1 54.8 54.8 54.8 56.8

Manufacturing 7.3 8.9 8.9 7.9 8.2 7.9 7.3 6.7
Mining 0.5 0.4 1.0 1.4 1.9 1.4 1.6 1.4
Electricity and water 0.8 1.0 1.2 1.5 2.1 2.1 2.2 2.2
Construction 4.5 3.5 5.2 4.3 4.7 4.9 5.0 3.5
Trade 13.8 14.1 15.4 15.1 16.2 14.7 14.7 14.8
Transportation and
communications 5.5 5.6 7.1 7.0 6.4 6.9 7.3 7.2

Public administration and
other services 7.3 6.2 5.8 5.2 5.1 4.7 4.8 5.0

Finance, insurance, and
real estate 4.3 5.5 4.9 4.8 4.5 9.7 9.5 9.2

Imputed bank service charge -3.9 -3.5 -3.7 -3.4 -3.9 -7.1 -7.0 -6.7

Total GDP (at factor cost) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Data provided by the Tanzanian authorities.

1/ The data reflect recent revisions to the National Accounts by the Bureau of Statistics. Since this work is still in
progress, further revisions are expected.
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Table 3. Tanzania: Gross Domestic Product and Expenditure, 1988-95 JL/

1988 1989 1990 1991 1992 1993 1994 1995
Prel.
est.

(In millions of Tanzania shillings)

Gross domestic product 376,325 586,862 766,022 926,169 1,107,217 1,448,591 1,894,088 2,386,710
(at market prices)

Final consumption 349,560 523,866 637,026 905,902 1,082,764 1,410,153 1,876,074 2,231,997
Private 313,705 478,486 584,389 833,835 1,002,502 1,281,970 1,735.424 2,057,886
Public 35,855 45,380 52,637 72,067 80,262 128,183 140,650 174,111

Investment 105,458 179,166 309,512 276,214 369,797 433,044 527,624 640,709
Gross fixed capital
formation 119,439 164,365 282,285 250,343 337,902 388,426 469,378 575,525

Change in inventories -13,981 14,801 27,227 25,871 31,895 44,618 58,246 65,184

Net exports 2/ -78,693 -116,170 -180,516 -255,947 -345,344 -394,606 -509,610 -485,996
Exports ~ 50,031 76,329 105,857 106,072 171,250 287,950 480,956 718,046
Imports 128,724 192,499 286,373 362,019 516,594 682,556 990,566 1,204,042

(As oercent of GDP)

Final consumption 92.9 89.3 83.2 97.8 97.8 97.3 99.0 93.5
Private 83.4 81.5 76.3 90.0 90.5 88.5 91.6 86.2
Public 9.5 7.7 6.9 7.8 7.2 8.8 7.4 7.3

Investment 28.0 30.5 40.4 29.8 33.4 29.9 27.9 26.8
Gross fixed capital
formation 31.7 28.0 36.9 27.0 30.5 26.8 24.8 24.1

Change in inventories -3.7 2.5 3.6 2.8 2.9 3.1 3.1 2.7

Net exports g/ -20.9 -19.8 -23.6 -27.6 -31.2 -27.2 -26.9 -20.4
Exports 13. 3 13.0 13.8 11.5 15.5 19.9 25.4 30.1
Imports 34.2 32.8 37.4 39.1 46.7 47.1 52.3 50.4

Sources: Data provided by the Tanzanian authorities; and staff estimates.

1/ The data reflect recent revisions by the Bureau of Statistics to some of the components of expenditure. Since this work
is ongoing, further revisions are expected.
2/ Includes goods and nonfactor services.
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Table 4. Tanzania: Production and Purchases of Principal Export and Food Crops, 1968/89-1995/96

(In thousands of tons)

1988/89 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96
Actual production Prel,

est.

Food crops

Production
Maize 3,125.0 2,445.0 2,332.0 2,111.0 2,282.0 2,159.0 2.567.0 2,638.0
Paddy 718.0 682.1 405.7 240.5 417.0 614.0 723.0 565.0
Wheat 97.0 90.2 83.7 80.0 78.0 59.0 75.0 61.0
Cassava 1,948.0 1,724.1 1,566.0 1,818.0 1,700.0 1,415.0 1,492.0 1,478.0

Export crops

Marketing board purchases
Coffee 49.5 37.1 37.6 52.2 56.3 48.5 43.5 50.3
Cotton 63.3 42.1 40.5 76.5 68.8 48.4 44.0 84.2
Tea 15.6 20.1 18.1 19.5 21.3 22.4 24.0 25.0
Cashew nuts 18.9 16.5 28.7 41.2 42.3 46.6 63.4 82.0
Tobacco 10.7 11.1 6.1 16.5 23.3 24.0 18.3 28.0
Sisal 33.3 30.2 35.5 36.0 24.3 30.5 25.5 43.0
Pyrethruro 1.3 1.6 1.5 1.8 2.2 2.4 2.4 2.0

Source: Data provided by the Tanzanian authorities.

APPENDIX
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Table 5. Tanzania: Production of Selected Manufactured Commodities, 1986*95

Commodity Unit 1988 1989 1990 1991 1992 1993 1994 1995
Frei,
est.

Consumer Roods

Sugar Metric tons (thousands) 98.4 96.2 ... 125.3 ... 120.5 97.5 88.0
Cigarettes Pieces (millions) 2.8 2.8 3.7 Э.8 3.9 3.9 3.4 3.7
Beer Liters (millions) 53.0 53.7 45.0 50.0 45.1 57.0 56.8 111.2
Soft drinks Liters (millions) 55.7 50.2 ... 66.9 76.3 80.2 109.3
Textiles Sq. meters (millions) 38.9 41.2 58.4 85.2 30.2 60.3 21.4 12.3
Shoes Pairs (millions) 0.6 0.5 0.3 0.3 0.2 0.5 0.9

Intermediate Roods

Cement Tons (thousands) 595.0 589.1 664.0 1,023.2 680.0 749.0 686.0 796.3
Rolled steel Tons (thousands) 10.5 15.3 9.1 15.4 13.4
Iron sheets Tons (thousands) 14.7 21.3 15.8 23.7 25.8 25.8 22.9 18.3
Aluminium Tons (thousands) 1.9 1.5 2.5 2.5 2.9 3.2 2.7 1.1
Fertilizer Tons (thousands) 6.0 26.2 17.4
Petroleum products Tons (thousands) 605.0 617.0 453.0 482.3 55.9 348.0 340.0 63.0
Sisal ropes Tons (thousands) 11.8 11.9 14.3 17.7 29.7 24.8 21.3
Paints Liters (millions) 2.0 1.8 2.0 2.8 2.5 2.1 2.0 2.0
Packaging materials Tons (thousands) 6.2 3.9 4.0 ... 3.6 ...

Source: Data provided by Tanzanian authorities.

APPENDIX
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Table 6. Tanzania: Gross Capital Formation by the Public and Private Sectors, 1988-95

1988 1989 1990 1991 1992 1993 1994 1995

Prel.

est.

(In millions of Tanzania shillings)

Public sector fixed capital

formation 46,129 65,996 76,757 86,328 114,362 110,106 116,324 87,294

Central government 6,295 8,982 14,389 17,688 35,586 42,002 51,041 24,962

Public enterprises \/ 39,834 57,014 62,368 68,640 78,776 68,104 65,283 62,332

Private sector fixed capital

formation 2/ 73,310 98,369 205,528 164,015 223,540 278,320 353,054 488,231

Gross fixed capital formation 119,439 164.365 282,285 250,343 337,902 388,426 469,378 575,525

Changes in stocks 3/ -13,981 14,801 27,227 25,871 31,895 44,618 58,246 65,184

Total capital formation 105,458 179,166 309,512 276,214 369,797 433,044 527,624 640,709

(In percent of GDP)

Public sector fixed capital

formation 12.3 11.2 10.0 9.3 10.3 7.6 6.1 3.7

Private sector fixed capital

formation 2/ 19.5 16.8 26.8 17.7 20.2 19.2 18.6 20.5

Gross fixed capital formation 31.7 28.0 36.9 27.0 30.5 26.8 24.8 24.1

Changes in stocks -3.7 2.5 3.6 2.8 2.9 3.1 3.1 2.7

Total capital formation 28.0 30.5 40.4 29.8 33.4 29.9 27.9 26.8

Source: Data provided by the Tanzanian authorities.

1/ Includes nonprofit organizations.

У Includes rural noncommercial construction.

3/ Includes the parastatals and the private sector, but not livestock.

APPENDIX
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1990/91 1991/92 1992/93 1993/94 1994/95 1995/96

Foreign savings g/ 18.7 20.8 19.1 20.4 15.7 14.0

Excluding interest payments 14.4 16.3 14.7 16.3 12.4 11.3

National savings 14.0 8.8 9.9 6.8 9.9 11.7

Domestic savings 3/ 18.3 13.3 14.3 11.0 13.2 14.4

Public savings У 0.9 2.2 -4.3 -1.2 -1.7 0.3

Private savings 17.4 11.1 18.6 12.2 14.9 14.1

Memorandum items:

Gross fixed capital formation 29.7 27.0 26.2 24.3 22.9 23.0
Total investment 1/ 32.7 29.6 29.0 27.2 25.6 25.7

Source: Calculated from data provided by the Tanzanian authorities.

I/ Adjusted GDP is calculated as the sum of GDP at market prices in the national accounts and net

private transfers from the balance of payments.

g/ Defined to be the current account deficit adjusted for the inclusion of net private transfers.

£/ Defined as the sum of national savings and net foreign interest payments.
4/ Defined as budgetary savings (excluding foreign interest payments).
¿/ Defined as the sum of gross fixed capital formation and change in inventories.

APPENDIX

Table 7. Tanzania: Analysis of the Savings-Investment Relationship, 1990/91-1995/96

(As a percent of adjusted GDP) 1/
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1988/89 1989/90 1990/91 1991/92 1992/93 1/ 1993/94 1994/95 1995/96

Food crops 2/
Maize 9.0 11.0 13.0 41.1 55.5 64.4
Paddy 17.3 19.0 26.0 54.3 91.4 106.6
Wheat 10.4 13.0 32.0 65.0 98.9 140.5
Cassava 5.0 5.5 6.0
Sorghum millet 6.6 7.3 31.5 42. 3 72.7 71.5

Export crops
Cashew nuts 40.0 84.0 110.0 137.0 125.0 270.0 350.0 330.0
Cotton AR 3/ 22.4 28.0 41.0 70.0 60.0 80.0 120.0 205.0
Cotton BR 1/ 10.0 11.0 14.0 22.0 17.0 35.0
Coffee (Arabica) 90.0 126.0 155.0 230.0 231.0 400.0 931.0 987.0
Tea 13.4 17.0 28.0 40.0 40.0 45.0 50.0 50.0
Tobacco (flue) 75.6 90.0 117.0 245.0 295.0 384.0 564.4 568.3
Tobacco (fire) 48.8 70.0 91.0 168.0 203.0 243.0 353.6 455.4
Pyrethrum 47.8 60.0 120.0 230.0 230.0 230.0 250.0 300.0

Source: Data provided by the Tanzanian authorities.

l/ Fron 1992/93 onward, producer prices have been set by individual cooperatives in collaboration with
the National Bank of Commerce (NBC).
¿/ These prices have been decontrolled since 1991/92. For 1992/93, and 1993/94 the reported prices are

estimates made by the Marketing Development Bureau (MDB) of prevailing open market prices.
31/ Grade A and Grade В cotton, roller-ginned.

Table 6. Tanzania: Producer Prices for Selected Food and Export Crops, 1988/89-1995/96

(In Tanzania shillings per kilogram)
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Table 9. Tanzania: Real Producer Prices for Selected Food and Export Crops, 1987/88-1995/96 1/

(In Tanzania shillings per kilogram« in constant 1993/94 prices)

1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96
Prel.

Food crops

Maize 37.9 31.8 29.1 26.1 66.2 72.3 64.4

Paddy 66.6 61.1 50.3 52.3 87.5 118.9 106.6
Wheat 41.6 36.6 34.4 64.4 104.7 128.7 140.5

Cassava 20.8 17.5 14.4 12.1

Sorghum millet 27.8 23.3 19.2 63.3 68.1 94.7 71.5

Export crops

Cashew nuts 138.8 141.4 222.6 221.3 220.7 162.7 270.0 266.0 200.9

Cotton AR g/ 90.0 79.0 74.2 82.5 112.8 78.1 80.0 91.2 124.8

Cotton BR y 42.1 35.3 29.1 28.2 35.4 22.1 35.0

Coffee (Arabica) 305.4 318.1 333.8 311.8 370.6 300.7 400.0 707.6 600.9

Tea 45.8 47.4 45.0 56.3 64.4 52.1 45.0 38.0 30.4

Tobacco (flue) 291.5 267.2 238.4 235.3 394.7 384. 1 384.0 429.0 346.0

Tobacco (fire) 180.4 172.3 185.5 183.0 270.7 264.3 243.0 268.8 277.3
Pyrethrum 163.8 169.0 159.0 241.4 370.6 299.4 230.0 190.0 182.6

Source: Calculated from data in Tables 8 and 10.

\/ Official producer price deflated by the CPI for the corresponding financial year. The CPI series has base

1993/94 » 1.00.

2/ Grade A and Grade В cotton, roller-ginned.

APPENDIX

©International Monetary Fund. Not for Redistribution



Table 10. Tanzania: National Consumer Price Index, 1989-96

Drinks Fuel, Clothing Furniture Personal Recreation Trans* Miscel.
Period General and light, & & Household care & & enter- porta- Edu- goods and
index index Food tobacco Rents & water footwear utensils operations health taizunent tion cation services

(Base* December 1994 = 100)

Weights 100.0 64.2 2.5 4.9 7.6 9.9 1.4 3.4 1.3 0.7 4.1

1989 25.4 24.6 28.5 21.9 22.6 31. 1 28.9 36.8 43.0 15.3 22.8
1990 34.5 33.2 39.4 25.1 34.0 42.4 41.7 41.8 52.1 19.2 35.2
1991 44.4 43.8 43.7 30.5 41.4 51.1 52.2 48.8 67.0 26.6 47.3
1992 54.1 53.1 56.7 35.7 51.0 62.7 63.4 67.7 76.2 38.9 52.2
1993 67.8 63.8 70.9 40.1 70.4 81.5 73.6 74.8 112.2 62.8 74.5
1994 90.9 89.2 92.4 99.3 93.6 95.8 94.3 96.3 96.2 93.0 96.3

Weights 1/ 100.0 71.2 4.4 3.9 4.7 3.7 2.5 1.5 2.2 1.2 1.2 1.5 2.0

1995 115.8 115.1 114.6 106.7 126.5 114.2 114.4 120.1 102.4 113.6 127.4 143.3 118.6

(Percentage change from corresponding period in previous year)

1992 March 25.4 25.5 39.0 37.8 17.1 31.7 17.7 32.4 24.6 41,3 12.2
June 19.7 16.9 40.1 18.2 27.5 23.6 21.6 46.8 12.3 35.7 11.6
Sept. 21.6 22.6 21.1 18.2 25.0 17.0 21.2 31.3 2.5 44.4 5.9
Dec. 21.4 20.7 22.4 — 23.0 20.1 25.2 44.6 17.0 61.9 12.3

1993 March 20.8 19.3 22.3 — 28.6 12.9 17.5 28.6 28.7 45.3 35.8
June 31.6 30.0 17.2 7.8 55.2 38.4 14.9 15.5 21.2 46.6 39.1
Sept. 22.2 19.4 29.2 20.4 31.6 35.9 10.0 13.9 19.2 69.3 38.4
Dec. 26.1 12.8 30.7 20.4 36.1 32.1 21.8 -13.4 112.1 80.5 56.2

1994 March 32.5 32.7 28.4 172.0 41.6 30.6 25.7 12.1 -1.7 57.2 30.4
June 30.3 34.0 32.4 159.7 11.2 10.0 27.2 20.8 6.4 70.2 39.4
Sept. 36.3 37.0 28.6 132.6 45.0 15.8 38.2 30.5 9.5 48.2 35.2
Dec. 37.0 55.0 32.1 132.6 38.9 16.1 22.4 59.0 -43.3 26.7 14.9

1995 March 36.1 38.3 22.5 8.5 66.4 14.7 21.7 26.3 5.5 37.5 42.5
June 27.6 30.1 22.5 6.6 27.8 20.0 23.9 23.8 4.0 21.6 24.4
Sept. 27.4 29.6 28.4 7.3 23.5 23.5 21.5 31.2 8.5 18.0 30.7
Dec. 26.9 26.9 26.0 11.1 40.9 26.4 22.4 25.5 8.5 18.7 42.9

1996 March 26.0 29.1 27.6 15.4 11.2 29.5 31.6 18.0 18.1 13.2 20.2 29.1 29.1
June 22.7 21.9 35.0 29.8 37.5 17.0 30.7 15.7 17.0 20.7 31.3 8.5 5.9

Source: Bureau of Statistics.

1/ Following the household budget survey, from January 1995 onward, the CFI is calculated with a new set of weights.
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Table 11. Tansania: Central Government Operations, 1*89/90-1996/97

19S9/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97
Actual Frei. Budget

est.

Total revenue 94.7 133.2 173.6 164.1 242.4 331.2 448.3 563.8
Tax revenue 81.5 118.3 153.4 146.4 220.4 299.9 383.8 508.7
Taxes on imports and exports 23.1 31.5 38.6 31.6 50.2 91.2 121.2 167.7
Sales and excise taxes on local goods 1/ 31.6 45.0 57.9 46.1 70.4 72.6 104.7 140.9
Income taxas 1/ 20.2 32.4 40.1 45.5 58.5 86.6 112.3 135. 7
Other taxes 1/ 6.6 9.4 16.7 23.2 41.2 49.4 45.6 64.4

Nontax ¿avenue 13.2 15.0 20.2 17.7 22.1 31.3 64.6 5S.1

Total expenditure and net lending 2/ 126.2 151.9 194.9 305.1 370.9 487.8 595.5 . 673.1
Recurrent expenditure 103.9 135.4 162.3 240.3 284.0 401.9 474.1 546.1
Hagas and salaries 26.8 35.1 37.5 57.9 77.9 111.5 156.1 185.4
Interest payments 16.6 20.0 23.7 39.4 51.5 89.7 112.0 99.9
Domestic 7.6 9.8 10.6 23.0 31.7 . 57.7 77.7 68.7
Foreign 9.1 10.2 13.1 16.4 19.8 32.0 34. 3 31.2

Other goods and services and transfers 60.4 60.3 101.1 143.0 154.6 200.7 206.1 260.8
Development expenditure and net lending 22.4 16.5 32.6 64.7 74.7 86.0 121.4 127.0

Overall balance before grants (checks issued) -31.6 -18.6 -21.3 -140.9 -128.5 -156.6 -147.2 -109.3

Grants 27.7 22.9 32.8 58.3 76.9 53.7 74.6 109.3
Program 22.6 — 28.0 29.3 43.8 21.2 32.6 77.1
Project 5.1 — 4.8 29.0 33.1 32.5 42.0 32.2

Overall balance after grants (checks issued) -3.9 4.3 11.5 -82.6 -51.6 -102.9 -72.6

Adjustment to cash and other items (net) -4.1 -8.8 -1.9 6.6 -47.8 -29.3 -18.2

Overall balance (checks cleared) -8.1 -4.5 9.6 -76.0 -99. Э -1Э2.2 -90.8

Financing 8.1 4.5 -9.6 76.0 99.3 132.2 90.8
Foreign (net) 1.5 8.9 22.7 29.4 47.8 23.0 -40.8 16.7
Foreign loans 18.6 30.0 51.6 62.3 87.4 64.3 5.5 78.2
Program loans 16.9 28.6 4~4.4 50.0 64.4 30.9 1.6 62.3
Development project loans 1.7 1.4 7.2 12.3 22.9 33.4 3.9 15.9

Amortization -17.1 -21.1 -28.9 -32.8 -39.6 -41.4 -46.3 -61.5
Domestic (net) - 6.6 *4.4 -32.3 46.6 40.6 87.9 101.1 -16.7
Bank 2.8 -11.5 -36.5 43.1 14.0 57.0 91.5 -16.7
Honbank 3/ 3.7 7.2 4.2 3.5 26.6 30.9 9.6

Privatisation • — — — ~ — — 17.7
Change in arrears — -.- ~ — 11.0 21/3 12.9

Government recurrent savings (checks issued) -9.2 -2.1 11.3 -76.2 -53.8 -70.6 -25.8 17.7

(In cercent of GDP)

'Total revenue 14.1 16.0 16.8 12.8 14.8 14.5 15.0 15.
Tax revenue 12.1 14.2 14.8 11.4 13.5 13.1 12.8 14.
Nontax revenue 2.0 1.8 2.0 1.4 1.4 1.4 2.2 1.

Total expenditure and net lending 18.8 18.2 18.9 23.8 22.7 21.4 19.9 18.
Recurrent expenditure 15.5 16.3 15.7 18.7 17.4 17.6 15.8 15.
Hagas and salaries 4.0 4.2 3.6 4.5 4.8 4.9 5.2 5.
Interest payments 2.5 2.4 2.3 3.1 3.2 3.9 3.7 2.
Other goods and services and transfers 9.0 9.6 9.8 11.2 9.5 8.8 6.9 7.2

Development expenditure and net lending 3.3 2.0 3.2 5.0 4.6 3.8 4.0 3.5

Overall balance before grants (checks issued) -4.7 -2.2 -2.1 -11.0 -7.9 -6.9 -4.9 -3.0

Grants 4.1 2.7 3.2 4.5 4.7 2.4 2.5 3.0

Overall balance after grants (checks issued) -0.6 0.5 1.1 -6.4 -3.2 -4.5 -2.4

Adjustment to cash and other items (net) -0.6 -1.1 -0.2 0.5 * -2.9 -1.3 -0.6

Overall balance (checks cleared) -1.2 -0.5 0.9 -5.9 -6.1 -5.8 -3,0

Financing 1.2 0.5 -0.9 5.9 6.1 5.8 3.0
Foreign (net) 0.2 1.1 2.2 2.3 2.9 1.0 -1.4 0.5
Domestic (net) 1.0 -0.5 -3.1 3.6 2.5 3.8 3.4 -0.5
Bank 0.4 -1.4 -3.5 3.4 0.9 2.5 3.1 -0.5
Nonbank 0.6 0.9 0.4 0.3 - 1.6 1.4 0.3

Change in arrears — — . — — 0.7 0.9 0.4

Primary deficit (before grants; checks issued) -2.2 0.2 0.2 -7.9 ' -4.7 -2.9 -1.2 -0.3
Government recurrent savings (checks issued) -1.4 -0.3 1.1 -5.9 -3.3 -3.1 -0.9 0.5
Military expenditure (in T Sh billions) 13.8 16.0 26.4 25.2 17.4 35.9
GDP (in T Sh billions) 671.2 832.7 1,033.1 1.282.1 1.635.5 2.284.3 2.998.3 3.620.4

АРРЕНРДС

Sources: Oat« provided by the Tanzania* authorities; and staff estimates.

1/ Iba tax categories usad in this tabla differ from thorn* usad in Tabla 5 of tha staff report (EBS/96/165. 10/25/96), dua to
a différant classification of several levies, lie ens ins fees, and payroll and manpower taxée.
2/ For 1995/96. reflects Т Sh 11 billion government support for ЮС (aaa also footnote Э below).
3/ The estimates fox 1995/96 include receipts of Т Sh 11 billion fron tha issue of apecial treasury notes to nonbank

financial institutions to finança government support for the HBC, and net issue of treasury bills to the nonbank sector.

Memorandum items:

(?n millions of Tanzania shillings)
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Table 12. Tanzania: Contrai Government Revenue, 1990/91-1995/96

1990/91 1991/92 1992/93 1993/94 1994/95 1995/96
Prel.
est.

(?n millions of Tanzania shillings)

Total revenue 133,239 173,566 164,110 242,447 331,240 448,339
Tax revenue 118.258 153.356 146.420 220.359 299.900 383.752
Income taxes 32.413 40.143 45.455 58.505 86.684 112.261
PAYE (pay- a« -you- earn) 2,789 4,900 8,144 10,404 23,548 26,895
Individuals 1/ 1,811 1,932 2,592 2,819 3,546 5,488
Companies 9,829 9,412 14,332 38,400 43,044 51,290
Withholding tax 274 1,023 467 5,658 14,581 17,460
Capital gains 87 108 127 130 485 335
Shipping tax 279 454 553 595 797 723
Transport tax 264 367 401 409 568 632
Other 17,080 21,947 18,839 90 115 9,438

Payroll or manpower taxes 975 1.690 2.149 2.515 4.858 6.874
Payroll tax 872 1,584 1,748 2,308 4,377 6,122
Training levy 103 106 401 207 481 752

Taxes on property 317 3£5 494 891 1.009 862
Land rent 194 183 269 294 387 366
Estate duty 4 12 9 12 13 16
Motor vehicle transfer tax 119 150 216 585 609 480

Consumption taxes on goods
and services (local) 47.226 60.385 49.407 74.455 76.847 111.358
Sales tax on local goods 28,613 31,045 28,198 43,730 51,272 60,668
Excise tax on local goods 16,375 26,839 17,919 26,658 21,372 43,983
Entertainment tax 55 42 19 24 1
Business licenses 380 479 736 766 886 1,412
Other licenses 168 206 253 115 38 64
Motor vehicle registration tax 81 72 211 407 694 1,219
Motor vehicle licenses 567 629 707 810 477 1,377
Hotel levy 986 1,073 1,364 1,945 2,107 2,635

Import duties 31.767 38.617 31.637 50.230 91.249 121.242
Customs duties 17,321 21,103 16,288 28,404 ... 61,271
Sales tax on imports 10,386 13,817 12,929 19,525 ... 33,829
Excise tax on imports 3,797 3,697 2,420 2,301 ... 26,142
Foreign travel levy 264

Other taxes 5.560 12.176 17.278 33.763 39.293 31.155
Stamp duty 3,973 6,195 8,201 11,348 14,175 18,176
Others ¿/ 1,587 5,981 9,077 22,415 25,118 12,979

Hontax revenue 14.981 20.210 17.690 22.088 31.340 64.587
Dividends 3/ 9,490 9,338 7,406 6,725 7,624 15,243
Other 4/ " 5,491 10,872 10,284 15,363 23,716 49,344

(In percent of tax revenue)

Income tax 27.4 26.2 31.0 26.5 28.9 29.3
Payroll or manpower taxes 0.8 1.1 1.5 1.1 1.6 1.8
Taxes on property 0.3 0.2 0.3 0.4 0.3 0.2
Consumption taxes (local) 39.9 39.4 33.7 33.8 25.6 29.0
Of which: sales and excise taxes (38.0) (37.7) (31.5) (31.9) (24.2) (27.3)

Import duties 26.9 25.2 21.6 22.8 30.4 31.6
Other 4.7 7.9 11.8 15.3 13.1 8.1

Source: Data provided by the Tanzanian authorities.

I/ Includes single trade transaction tax.
2/ Obtained as a residual.
3/ Includes dividends by the Bank of Tanzania.
Ï/ Includes collections by Treasury, other ministries and regions, and appropriations-in-aid.
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1990/91 1991/92 1992/93 1993/9« 1994/95 1995/96
Frei,
•st.

Total transfer payments 23.812 30. 456 49.482 50.852 46.238 38.780

Transfers to parastatals 7.006 6.723 19 . 9̂ 6 15.444 5.920 3.000

Transfers to crop authorities
for debt settlement 2,254 1.418 2,129 3,619 3,820

Other transfers to public
enterprises ¿/ 3,203 2,275 690 1,026 1,500 1,000

Strategic Grain Reserve
management 618 2,130 4,002 — 100 1,000

Financial assistance to
parastatals 931 900 13,105 10,799 500 1,000

Other domestic transfers 15.555 22.636 27.804 33.887 39.037 34.061

Urban and District Councils 2/ 4,733 4,662 3,740 9,892 9,935 10,305

University of Dar es Salaam 2,004 3,250 3,711 3,864 4,434 5,005

Sokoine University 666 1,417 1,210 1,767 2,136 1,721

Other educational institutions 545 637 1,200 3,958 5,278 5,671

Agricultural institutions 398 702 831 450 197 278

Natural resources 102 123 154 111 262 248

Industrial research and
development 244 173 489 311 358 382

Health services 3,229 4,887 6,001 7,526 14,354 8,422

National party (COM) 1,717 2,248

Other 1,917 4,537 10,468 6,009 2,083 2,029

Transfers abroad 1.251 1.099 1.752 1.520 1.281 1.719

Memorandum items*

Total transfer payments in
percent of GDP 3/ 2.8 3.0 3.9 3.1 2.0 1.3
Of which: transfers to Urban and
District Councils
(in percent of other transfers) (30. A) (20.6) (13.5) (29.2) (25.5) (30.3)

Sources: Data provided by the Tanzanian authorities; and staff estimates.

JL/ Includes estimated arrears on repayments of import support counterpart funds.
2/ Excluding salaries and wages for Urban and District Councils.

Table 13. Tanzania: Budgetary Transfer Payments, 1990/91-1995/96

(In millions of Tanzania shillings)

APPENDIX
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Table 14. Tanzania: Central Government Debt and
Debt Service Payments, 1990/91-1995/96

(In millions of Tanzania shillings)

1990/91 1991/92 1992/93 1993/94 1994/95 1995/96

Total government domestic debt 1/ 60,833 65,555 111,204 167,532 276,359 528,798

Treasury bills 18 3,457 4,738 4,738 41,320 117,572
Stocks and bonds 58,419 61,678 64,823 120,551 235,039 411,226
Other (advances) 2,396 420 41,643 42,243

Total government expenditure
(including amortization) 177,792 228,310 340,000 411,971 538,754 646,309

Debt payments 45,949 57,117 74,355 92,585 140,568 162,796

Domestic 14,620 15,104 25,081 33,163 67,237 82,161
Interest payments 9,795 10,564 22,976 31,725 57,700 77,696
Amortization 4,825 4,540 2,105 1,438 9,537 4,465

Foreign 31,329 42,013 49,274 59,422 73,331 80,635
Interest payments 10,225 13,136 16,438 19,799 31,961 34,293
Amortization 21,104 28,877 32,836 39,623 41,370 46,342

Memorandum items *

Debt payments/Total outlays 25.8 25.0 21.9 22.5 26.1 25.2
Interest payments 11.3 10.4 11.6 12.5 16.6 17.3
Amortization 14.6 14.6 10.3 10.0 9.4 7.9
Domestic debt service 8.2 6.6 7.4 8.0 12.5 12.7
Foreign debt service 17.6 18.4 14.5 14.4 13.6 12.5

Debt service/GDP 5.5 5.5 5.8 5.7 6.2 5.4

Domestic debt/GDP 2/ 7.3 6.3 8.7 10.2 12.1 17.6

Sources: Data provided by the Tanzanian authorities; and staff estimates.

1/ Outstanding debt as of June 30 of the previous year.
2/ Comparision of debt at the end of the previous fiscal year, with GDP in current fiscal year.
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TablelS. Tanzania: Summary of the Tax Syrtem as of July 1996

Tax Nature of Tax Exemptions and Deductions Ratee

1-1 Tax« on individual!
(Income Tax Act 1973) The tax is on me global income of all residents and on Exemptions: Diptoimtóc and consular agente of foreign Monthly taxable М»П M ffte

the Tanzania source income of noofesideots. Patiner- fovemments: foreitn source payments to technical assistance income (bercent)
ehipificome в b«<^<)n the renwneimtion payable to officials and employees; disability pensions; education grants 0-20.000
partner and on the partner's share of the total partner- to public employees; bank interest up to Т Sh 150, 000; and 20,001-50.000 7.5
ship income. Returns and assessment are separate for any person or income exempted by me Minister of Finance. 50.001-80,000 10.0
spouses. Employment income includes wages and 80,001-110,000 12.5
salaries, leave and sick pty, lees, commissions, and Deductions: Family relief is offered against tax (T Sh 200 110,001-140,000 15.0
entertammentalbwanceisever^K^payjŒiployer-paid per month for the spouse and T Sh 100 per month for each 140.001-200,000 17.5
life msuraace piemnmi to other tina approved pension child up to four), and premium to an insurance company in 200,001-300,000 20.0
fond; benefits in kind, uofcse exempted, bdhriduab are respectof a life policy equal to 5 percent of monthly salary 300,001-000,000 22.5
abo chargeable in respect of gains or profits from but which k subject to a maximum amount of T Sh 400. 400.001-500.000 25.0
business, dividends, interest, reals, and premiums paid 500.001-600.000 27.5
for the use or occupation of property. 600.001-700.000 30.0

Above 700.000 35.0

Amount of tarn Marginal rate
(percent)

0- 100.000
100,000- 500,000 20.0
500.000-1.000,000 25.0

Above 1.000,000 30.0

WrtbboMmprt,». (percent)
Résidents:

Transport 4.0
Interest 15.0
Dividends 15.0
Good« and services 2.0
Insurance 7.5

Nonresidents:
Interest 15.0
Dividends 20.0
Royalties, fees 30.0
Rents 40.0
Pension, annuity 15.0

foreign сатрапия? 20.0

* Taxes withheld at source are available for offset against taxes
charged m aseessments raised on resnent taxpayers, whereas such
taxes are final chaff es m respect of nonresident taxpayers and on
dividend income.
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Table 15 (continued). Tanzania: Summary of the Tax System as of July 1996

Tax Nature of Tax Exemptions and Deductions Rates

1.1 Taxes on individuals A sintle trade transaction tax was introduced in 1986 to 30 percent of 75 percent of the tax base.
(Income Tax Act 1973) capture the gain of casual nonregistered traders. The
(continued) bate is Ac c.i.f. value of imports phe sake tax and

import duty.

1 . 2 Corporation tax The tax is on the global income of resident corporations Exemptions: Income certified as exempt by the Minister of (Percent)
аЫс« me Tanzaman source income of nonresident Finance; meóme of an approved pension fund; dividende Resident 35.0
corporations. Income includes gains or profits from received by a resident corporation holding 75 percent or more Nonresident 35.0
business; dividends and interest; royalties, rents, of the shares of the paying corporation; ecclesiastical» Mining 22.5*
premiums paid for the use or occupation of property. charitable, educational institutions. Cooperative society 25.0

* Increased to 35 percent from the fifth profit-making y ear of
operations.

Deductions; Ordinary and necessary expenses; training levy
paid; research expenses; research and development
expenditures; depreciation, straight-line method (buildings,
4 percent; hotels, 6 percent; machinery, 12.5-37.5 percent);
investment allowance (20 percent) on specified construction
and machinery. Loases carried forward to me following year.

2 Payroll or manpower taxes
2. 1 Housing levy The tax is on the cross wage bill of employers with four Government and parastafab. Abo the Minister of Finance 4 percent of gross wage bill,

(enacted 10/21 /85) or more employees. Gross wage bill includes wages, may, by order in me Gazette, exempt an employer from all or
salariée, leave pay, sick pay, fees, commissions, any of the provisions,
bonuses, gratuity and any subsistence, traveling and
cntertmiimientaUowmncep«! by ̂ employ er.
Einployer provided housmg is valued as under Income
Tax Act, Section5, Sub-section 3. The tax is not
deducted from employée'! pay.

Tanzaniane. technical assistance agencies; religious organizations; joint
ventures with the Government of Tanzania; employers who
effectively tram Tanzanian citizens.

3 Taxes on property
3.1 Land rent The tax is levied on the user of any bod who has the Ujamaa villages; government estates. The Minister has the Agricultural land: TShSpcracre

occupancy right to the land. discretion to exempt any category of lands. Pastoral land: T Sh 1 per acre
Urban land: T Sh 22.5 per acre and 1 percent of

economic value.

3.3 Motor vehicle transfer tax The tax is payable by the transferee on acquiring a Discretionary exemptions may apply. The rate of motor vehicle transfer tax is now T Sh 50,000.
vehicle from the transferor.

-s
s-
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(All amongts Tuzania shiftings)
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10 percent of the monthy payment to foreign employees.2.2 Training levy The tax is paid by all employers who employ non-

v

Government and parastafab. Abo the Minister of Finance
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Table 15 (continued). Tanzania: Summary of the Tex System as of July 1996

Tax Nature of Tax Exemptions and Deduction* Ratet

3.3 Motor vehicle transfer tax
fnna»tlmn»ft\
\ESSS5SS9'

3.6 Car benefit tax A commercial company which v not service oriented T Sh 100,000 per vehicle per annum.
and does not get government subsidy.

4.1 Sates tec
The lax »levied on imports and on domestically Exports or goods tised m the manufacture of an exported item There are five rate bands for products
manufactured products, and on such services as are exempt Exemptions can опту be given at me discretion (goods): 0, 5,10, 25 and 30 percent
telephone, electricity, аЫ on food charge of Ac Minister of Finance and wilfa the recommendation of
hoteli and restaurants. ТЪе tax on imports is based on me Tanzania Revenue Authority (TRA). Raw materials, Ibe rates on services:
the value of the product including customs duty (if any) spare parts for industry, agricultural equipment, motor Electricity - 5 percent
and excise duty, whereu that on local products is based vehicles of a load carrying capacity of not teas than three Telephone and catering service-15 percent
on price phis excise duty, if any. tons, buses of a carrying capacity of not less man 25

passengers, agricultural and livestock mpubi, pharmaceutical
inputs, hospital eqiupment and accessories, and locally
produced wheat flour are zero-rated; a ring system permits
registered dealers ID knpoit or purchase шип manufacturers
free of tax, listed materials used in production.

4.2 Excise tax The tax is levied on importe and domestically Exemptions can only be given at the discretion of the Minister Excisable goods are subject to a duty rate of 30 percent, except for
manufactured products. On local goods the tax is based of Finances and with me recommendation of the TRA. alcoholic beverages, which cany an additional specific duty, and
on the selling price of the goods excluding sales tax; cigarettes and petroleum products, which carry опту specific excise
and excise duty on imported goods is based on the duty,
customs value together with import duties on these
goods, but excluding sates tax and any other taxes.

4.3 Taxes on specific services

4.3.1 Hotel tew A taje on itxOTdtorges in designated hoteb; the tax is 20 percent of me room price.
not to be openly charged to the guest

-
9
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Table 15 (continued). Tanzania: Summary of the Tax System as of July 1996

Tax Nantie of Tax Exemptions and Deductions Rates

4 4 Taxes to use goods or Derfbrm
activities

4.4.1 Business Ucease» There are annual lees on specified businesses and The rates are specific and can vaiy according to whether the
professions. These include commission, clearing and operation is a principal or a subsidiary. Some examples are:
forwardmg, and shipping agents; banking, insurance, air
Import, ttd шаооЕасгипц Principal Subsidiary
exports, importen, aoiw^leaak traders; building Clearing and 40,000 phis 48,000
contractors; air transport; provisions of postal and forwarding agent 1 percent of
railway services; specified professions; regional trading Ac turnover,
compró«; cooperatives; district development or 300,000,
corporations. whichever HI

lower
Banking 400,000 400,000
Tourist hotels 50,000 50,000

plus 800 phis 800
per room per room

Insurance agent 400,000 400,000
Airtransport 400,000 40,000

4.4.2 Motor vehicle These consist of registration tax. road tolls, foreign The rates are specific:
motor vehicle permits, and foreign commercial vehicle
Uceases. Tolls: Fuel-super or regular petrol-T Sh 60 per

liter
Diesel Т Sh 35 per liter

ftre^rttisiered
vehicles: US$5 or US$25 per trip depending on gross

vehicle weight

Transit licenses: US$6 on vehicles of uo to three f3> axles
per 100 km
US$60 bemg foreign motor vehicle pennit

Registration: w.e.f. 3/1/94, the rate is 90,000 irrespective
ofmeCC

Driven licenses: T Sh 3.000-4.000

Road licensee: Motor vehicles: Rates ranee from T Sh 10.000
to 310,000 per annum in accordance with
number of axles and tonnage.

Motorcycles: T Sh 27,000

Ambuhpce: T Sh 3,000

-¿
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Т«Ые IS fconctaled). Tuzank: Summary of the T« System и of July 1996

8
Ç

Tax Nature of Tax Exemptions and Deductions Rites

¿I fr"|*"*fo»fe« Levied on the c.i.f. value of importe. Stotutoiy exemptions «re: diplomatic cofpe, foreign Tbe tariff scheduk k btsfc«Hy id valorem for moetitems,
government projects; religious, educational, and particukrty intermediate and capital goods aie subject to « rate of
charitable institutions. 20 or 30 percent Most consumer goods are taxed atrae

maximum rate of 40 percent Specific duties are levied on
alcoholic beverages, tobacco products, and various petroleum
distillates. Ten percent duty imposed on capital goods.

5.2 Excise duty Generally, same rates as on local goods. Imported beer attracts
higher rates. РТА beer taxed at Т Sfa 345 per litre mduding
import duty of 15 percent Non-PTAbeertaxed at TSh745
including import doty of 25 percent

5.3 Sales tax Same rates as on local goods. Imported raw materials taxed at
20 percent
Excise duty mchided m base for computing sales tax.

5.4 Export tax Two percent on traditional exports, mcluding minerals. -

6. Other taxes
6.1 Sfa^p duty This is a duty levied on receipts. It is paid either by With no composition agreement

affixing a stamp to the receipt or by paying on return in stamps are affixed to each awoke according to a table,
accordance with a "composition agreement " approximatery on the level of 20 percent

With composition agreement 1 percent
petroleum product 0. 20 percent

Of 2 Port charges
(0 Airport Resident and nonresident passengers. Transit passengers and infants. Residents Т Sh 200 per domestic trip only

Nonresidents US$20

(ii)Port Resident and nonresident passengers. Transit passengers and infants. Residents Т Sh 300 per trip
Nonresidents US$5 per trip

xi
m
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v

(All amongts Tuzania shiftings)
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Table 16. Tanzania: Monetary Survey, June 1990-June 1996 I/

1990 1991 1992 199Э 1994 1995 1996

June

(In millions of Tanzania shillings)

Foreign assets (net) -19,581 6,091 50,082 36, A 82 110,598 149,533 204,147
Bank of Tansania -17,139 16,056 53,300 20,762 26,559 10,467 -4,481

Net international reserves 2/ -5,270 20,351 57,595 25,057 26,559 10,467 -4,481

External arrears -7,574
Other foreign liabilities -4,295 -4,295 -4,295 -4,295

Deposit money banks -2,442 -7,966 -3,218 15,721 84,039 139,066 208,628

Net foreign assets 6,933 1,409 6,157 25,096 84,039 139,066 208,628
Other foreign liabilities -9,375 -9,375 -9,375 -9,375

Medium-term foreign liabilities 53,484 47,793 49,915 49,521 43,227 39,981 44,192

Bank of Tanzania 44,914 48,400 55,303 56,153 39,590 33,217 32,459

National Bank of Commerce 8,570 -607 -5,388 -6,633 3,637 6,764 11,733

Domestic assets (net) 174,590 185,683 227,383 341,470 411,434 544,507 592,802

Domestic credit 157,879 181,012 181,580 272,145 410,479 477,766 434,885

Claims on the government (net) 3/ 60,284 48,756 50,220 93,309 151,355 215,695 305,906
Claims on other public sector ¿/ 71,095 91,537 78,150 100,502 88,347 90,462 25,463
Marketing boards 22,384 22,494 3,671 8,287 3,070 15,891 2,456
Cooperatives 21,738 31,087 40,380 51,083 36,636 35,023 5,546
Industrial and commercial
parastatals 26,973 37,956 34,100 41,133 48,641 38,249 17,461

Claims on the private sector 4/ 26,500 40,718 53,209 78,334 170,777 171,608 103,517
Other items (net) 16,712 4,671 45,803 69,325 956 66,742 157,917

External arrears counterpart 4/ -7,574

Money and quasi -money 125,344 159,058 223,483 321 ,482 470,057 647,185 744,177
Currency in circulation 44,674 51,478 75,371 99,875 128,199 187,342 219,173
Demand deposits 38,671 51,333 65,902 91,386 133,745 154,949 164,391
Quasi money 6/ 41,998 56,247 82,210 130,220 208,113 304,894 360,613

Valuation account -16,245 -13,077 4,067 6,950 8,748 6,875 8,579

Memoran̂ uĵ  items: (Chan к e as t>ercent of previous oeriod broad money stock)

Net foreign assets 14.1 22.1 26.4 -6.1 23.1 8.3 8.4

Medium-term liabilities 16.3 -4.5 1.3 -0.2 -2.0 -0.7 0.7

Net domestic assets 45.2 8.9 26.2 51.0 21.8 28.3 7.5
Domestic credit 32.4 18.5 0.4 40.5 43.0 14.3 -6.6
Net credit to the government 3.3 -9.2 0.9 19.3 18.1 13.7 13.9

Credit to other public sector 23.4 16.3 -8.4 10.0 -3.8 0.5 -10.0

Claims on private sector 5.7 11.3 7.9 11.2 28.8 0.2 -10.5
Other items (net) 12.8 -9.6 25.9 10.5 -21.3 14.0 14.1

External arrears counterpart 1.3 6.0 — — 0.0 0.0 0.0

Broad money 45.4 26.9 40.5 43.9 46.2 37.7 15.0

Currency in circulation 13.9 5.4 15.0 11.0 8.8 12.6 4.9

Demand deposits 13.0 10.1 9.2 11.4 13.2 4.5 1.5

Quasi money 18.5 11.4 16.3 21.5 24.2 20.6 8.6

Valuation account -3.6 2.5 10.8 1.3 0.6 -0.4 0.3

Sources: Data provided by the Tanzanian authorities; and staff estimates.

1/ For 1990-93, covers Bank of Tanzania and National Bank of Commerce (NBC) only; the change in definition from

1994 results in a minor overstatement of growth rates in the year ended June 1994.

2/ Including monetary gold.

3/ Including Т Sh 18.8 billion in transfers to the Loans and Advances Realization Trust (LART) made in June 1992.

~k_/ The decline in 1996 reflects the write-off of Т Sh 112 billion in nonperforming loans by the NBC and the CRDB.

The precise breakdown of these loans between the private and "other public" sector is not available.

5/ Excluding arrears eligible for rescheduling.

У Time, savings, and foreign exchange deposits.

APPENDIX
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1990 1991 1992 1993 1994 1995 1996
June

Foreign assets (net) -9,565 16,056 53,212 15,115 26,559 10,467 -4,481
SDR holdings 698 — 86 — 226 47 312
Foreign exchange (net) 22,005 41,208 96,583 82,364 118,534 126,083 89,627
Gold reserves — 5,387 16,309 24,336 21,491 17,929 17,596
Net IMF position -27,972 -26,243 -55,472 -87.291 -113,692 -133,592 -112,016
Bank of Tanzania external
payments arrears -4,295 -4,295 -4,295 -4,295

Medium- term foreign
liabilities (blocked
deposits) 44,914 48,400 55,303 56,153 39,590 33,217 32,459

Domestic credit 111,630 76,599 75,542 106,467 45,331 115,217 96,866
Net claims on the government 42,793 31,560 104 41,162 45,331 109,762 91,411
Claims on the government -42,414 -33,975 -29,861 -80,243 95,906 160,692 156,457
Government deposits -379 -2,416 -29,757 -39,081 50,575 50,930 65,045

Claims on commercial
banks 1/ 45,040 45,040 75,439 64,305 — 5,454 5,454

Reserve money 49,526 57,817 87,853 119,918 164,489 261,760 272,524
Currency in circulation 47,575 55,866 80,610 105,874 133,851 197,701 232,623
Commercial bank
deposits 1/ 1,951 1,951 7,244 14,044 30,638 64.060 39,901

National Bank of Commerce
deposits (against external
payments arrears) 17,945 8.768 3,987 2,743 3,637 6,764 11,733

Other items (net) 30,833 51,383 46,513 135,336 144,573 182,933 232,911
Valuation account 20,513 29,053 28,124 78,104 8,748 6,875 8,579

Source: Bank of Tanzania.

\/ When commercial bank deposits fall below the statutory minimum reserve, the overdraft is reflected in
additional claims on commercial banks.

Table 17. Tanzania: Summary Accounts of the Bank of Tanzania, June 1990-June 1996

(In millions of Tanzania shillings)

©International Monetary Fund. Not for Redistribution



- 61 -

Sources: Data provided by the lanzanian authorities; and staff estimates.

1/ Based on the balance of the National Bank of Commerce as recorded in the statements of the correspondent banks.
2/ Including government bonds held by the Bank of Tanzania and the commercial banks.
£/ The decline in 1996 reflects the write-off of T Sh 82 billion in nonperforming loans. The prices breakdown of

these loans between the private and "other public" sectors is not available.
4/ In addition to the major marketing boards shown in Table 19, this includes several boards, such as the Sugar

Development Corporation (SUDECO),

Table 18. Tanzania: Summary Accounts of the National Bank of Commerce, June 1990-June 1996

(In millions of Tanzania shillings)

APPENDIX

1990 1991 1992 1993 1994 1995 1996
June

Foreign assets (net) 1/ -10,558 -5,312 -473 10,863 42,372 81,858 115,133
Foreign assets 7,271 1,576 6,884 13,841 42,649 82,452 116,131
Foreign liabilities -17,829 -6,888 -7,357 -2,977 277 594 998
Of which: arrears (17,490) (6,721) (6,630) (2,632)

Medium-term foreign liabilities
(blocked account) -8,570 607 5,388 6,633 5,738 2,611

Claims against Bank of
Tanzania (deposits against
payments arrears) 17,490 6,721 3,987 2,743 3,637 6,764 11,733

Domestic credit 115,086 149,452 162,589 212,097 291,047 271,705 257,305
Claims on the government (net) 2/ 17,491 17,197 31,230 33,261 102,457 83,095 174,046
Claims on other public sector 3/ 71,095 91,537 78,150 100,502 76,066 80,492 25,463
Crop marketing boards A/ ~ 22,384 22,494 3,671 8,287 3,070 15,891 2,456
Agricultural cooperative
unions 21,738 31,087 40,380 51,083 28,436 26,823 5,546

Industrial and commercial
parastatals 26,973 37,956 34,100 41,133 44,560 37,779 17,461

Claims on private sector 3/ 26,500 40,718 53,209 78,334 112,524 108,118 57,796

Deposits 80.670 107,580 148,112 221,915 268,327 353,544 355,743
Demand deposits 38,671 51,333 65,902 91,705 114,793 132,821 128,426
Time and savings deposits 41,998 56,247 82,210 130,210 153,534 220,723 227,317

Other items (net) 32,778 43,889 23,379 10,420 (62,991) (4,172) (28,427)
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Table 19. Tanzania: NBC Credit to Major Marketing Boards, June 1990-June 1996

(In millions of Tanzania shillings)

1990 1991 1992 1993 1994 1995 1996
June 30

Cashew Authority of Tanzania 634.2 — — 1,591.0

Tanzania Coffee Marketing Board 5,417.7 2,017.0 1,550.4 4,549.0 3,116.1 2,309.0

Tanzania Cotton Marketing Board 428.3 411.0 1,213.4 133.0

Tanzania Sisal Authority 193.4 331. 0 427.9 142.0 539.6 541.3 547.9

Tobacco Marketing Board 434.3 622.9 1,297.2 1,618.0 132.8 9,771.2 11.4

Tanzania Tea Authority 46.6 90.0 112.1 254.0 212.0 556.2 575.0

National Milling Corporation 15,229.9 19,021.9 — — — — 0.80

Total 22,384.4 22,494.4 3,670.5 8,287.0 4,000.5 13,177.7 1,135.10
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1987 1988 1989 1990 1991 1992 1993 199A 1995 1996
June

Bank of Tanzania
Rediscount rate 27.0 27.0 27.0 27.0 27.0 27.0 27.0 67.5 50.0 40.8
Government advances 11.3 11.3 14.5 14.5 14.5 14.5 14.5 14.5 50.0 40.8

Commercial banks
Deposits
Savings: minimum 1 year 24.0 26.0 26.0 26.0 26.0 24.0 24.0 26.0 27.0 27.0
Time: 7 days' notice
3-6 months
Low 17.0 17.0 17.0 17.0 17.0 17.0 17.0 15.5 15.5 5.0
High ... ... ... ... ... 18.0 18.0 30.0 35.0 34.0

6-9 months
Low 18.0 20.0 20.0 20.0 20.0 20.0 20.0 16.50 18.0 8.0
High ... ... ... ... ... 25.0 25.0 35.0 35.0 32.0

9-12 months 20.0 23.0 23.0 23.0 29.0 29.0 29.0 35.0 35.0 35.0
Lending rates
Low 18.0 20.0 20.0 20.0 20.0 18.0 22.0 29.0 27.7 30.0
High 29.0 29.5 29.5 29.5 31.0 31.0 39.0 39.0 48.0 46.0

Housing mortgage
Low 7.0 9.0 9.0 9.0 9.0 9.0 9.0 29.0 29.0 29.0
High 29.0 29.0 29.0 29.0 29.0 29.0 29.0 33.0 33.0 33.0

Source: Data provided by the Tanzanian authorities.

1/ Effective September 1994, the discount rate is determined by the yields in the treasury bill auction.
2/ Effective July 1, 1995, the interest rate on advances to the government is determined by the discount rate at the

Bank of Tanzania plus 5 percent per annum.

Table 20. Tanzania: Structure of Interest Rates of Financial Institutions, 1987-96

(In percent per annum; end of period)
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Table 21. Tanzania: Balance of Payments, 1990/91-1995/96

1990/91 1991/92 1992/93 1993/94 1994/95 1995/96
Provisional actual Est.

(In millions of U S dollars)

Trade account -987.7 -1,030.3 -1,060.3 -1,104.6 -916.8 -879.8
Exports, f.o.b. 393.6 414.1 411.4 485.9 592.9 659.1
Imports, c.i.f. -1,381.3 -1,444.4 -1,471.7 -1,590.5 -1,509.7 -1,538.9

Services (net) -237.6 -493.8 -517.6 -436.2 -309.9 -299.7
Receipts 141.2 141.2 205.8 368.8 511.2 546.3
Payments -378.8 -635.0 -723.4 -805.0 -821.1 -846.0
Of Which: interest (-190.8) (-194.4) (-177.9) (-153.8) (-139.4) (-125.5)

Private transfers (net) 407.7 456.4 463.2 465.0 365.0 343.6
Of which: estimates for

unrecorded exports (...) (296.0) (312.0) (192.0) (261.8) (212.9)

Current account (excluding
government transfers) -817.6 -1,067.7 -1,114.7 -1,075.8 -861.7 -835.9

Government transfers (net) 548.6 808.7 758.6 633.5 525.0 510.4

Current account -269.0 -259.0 -356.1 -442.3 -336.7 -325.5

Capital account 89.5 -7.4 -135.0 256.6 113.9 118.8
Loan inflow 211.4 188.4 173.6 210.6 271.6 299.2
Amortization -150.7 -142.5 -356.4 -361.3 -322.3 -340.7
Direct investment 1/ 10.0 15.0 61.7 63.0 67.3 105.6
Other capital and errors and omissions 19.3 -68.3 -14.5 344.3 97.3 54.7

Overall balance -179.5 -266.4 -491.7 -185.7 -222. 8 -206.7

Financing 179.5 266.4 491.7 185.7 222.8 206.7

Change in net foreign assets -85.8 -133.1 117.6 -107.0 -46.3 -81.9
Bank of Tanzania (increase -) -116.2 -117.0 131.2 9.7 32.6 24.6
Gross reserves -85.7 -175.5 90.3 -11.7 51.2 15.0
Use of Fund credit -30.5 -58.5 40.9 -10.2 -15.9 -22.3
Disbursements — -73.8 44.9
Repayments -30.5 -15.4 -4.0 -10.2 -15.9 -22.3

Other (net) — — — 31.6 -2.7 31.9
Commercial banks (increase -) 30.4 -16.1 -13.6 -116.7 -78.9 -106.5
Arrears (increase +) 88.6 284.7 138.3 292.7 269.1 288.6
Debt relief I/ 153.9 83.9 230.3
Counterpart to monétisation of gold 22.8 30.9 5.5

Financing gap

Memorandum items:

Reserve stock (Bank of Tanzania) 209.3 384.9 294.6 306.3 255.1 240.1
(weeks of imports) 8.8 16.2 10.4 10.0 8.8 8.1

(In Der cent)
Current account deficit 2/
(Excluding government transfers) -20.0 -26.7 -30.9 -30.5 -20.6 -16.2
(Including government transfers) -6.6 -6.5 -9.9 -12.5 -8.0 -6.3

Debt service before rescheduling 3/ 37.9 63.4 87.2 61.5 43.3 40.5
Debt service after rescheduling 1/ 13.1 11.6 27.5 27.2
Debt service to IMF 3/ 2.9 3.5 1.3 1.6 1.7 2.1

Sources: Data provided by the Tanzanian authorities; and staff estimates.

1/ Includes privatization proceeds of US$32 million in 1995/96.
2/ As percent of GDP.
Л/ In percent of exports of goods and services.
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Table 22. Tanzania: Value, Unit Value, and Volume Indices
of Exports and Imports, and Terms of Trade, 1987-95

(On the basis of U.S. dollar data: 1980 » 100)

1987 1988 1989 1990 1991 1992 1993 1994 1995
Estimates

Value
Exports 68.6 73.6 82.0 79.3 83.7 85.9 92.9 131.4 167.3
Imports 94.1 103.7 110.5 111.6 116.5 120.2 121.2 154.5 124.8

Unit value
Exports 74.3 79.8 75.7 73.2 75.3 72.9 70.9 94.6 97.0
Imports 125.7 132.4 132.3 141.2 148.3 150.8 149.9 154.5 158.4

Volume
Exports 92.4 92.5 108.3 108.4 111.9 118.3 131.8 139.7 173.4
Imports 74.9 78.3 83.5 79.0 78.7 79.9 81.1 99.9 78.7

Terms of trade 59.2 60.3 57.2 51.8 50.8 48.0 47.0 61.2 61.2

Sources: Data provided by the Tanzanian authorities; and staff estimates.

APPENDIX
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Table 23. Tanzania: Value, Volume, and Unit Values of Principal
Exports, 1988-95

(Value in millions of U.S. dollars: volume }n thousands of
metric tons; unit values in U.S. dollars per kilogram) 1/

1988 1989 1990 1991 1992 1993 1994 1995
Est.

Coffee
Value 96.69 108.84 83.78 77.25 59.50 87.63 115.35 142.60
Volume 38.67 49.92 61.14 52.46 50.65 67.00 44.00 47.97
Unit value 2.50 2.16 1.37 1.47 1.17 1.31 2.62 2.97

Cotton
Value 75.26 64.90 74.55 63.34 97.60 65.30 105.12 120.15
Volume 51.70 48.04 46.24 38.67 72.80 57.50 60.00 70.86
Unit value 1.46 1.35 1.61 1.64 1.34 1.14 1.75 1.70

Sisal
Value 4.86 4.27 3.95 2.18 1.30 2.10 5.13 6.31
Volume 11.19 8.60 7.71 4.81 4.10 4.60 7.20 11.34
Unit value 0.43 0.50 0.51 0.45 0.32 0.45 0.71 0.56

Tea
Value 16.04 17.22 21.45 21.68 22.40 23.11 39.53 23.36
Volume 11.19 10.99 14.90 17.55 20.37 18.79 21.67 21.60
Unit value 1.43 1.57 1.45 1.24 1.10 1.23 1.82 1.08

Tobacco
Value 15.35 11.84 10.59 16.70 27.20 15.91 20.56 27.13
Volume 9.79 7.59 5.85 8.58 12.74 9.50 15.40 17.08
Unit value 1.57 1.56 1.81 1.95 2.13 1.67 1.34 1.59

Cashew nuts
Value 16.05 7.39 5.60 16.70 23.50 22.42 51.16 64.00
Volume 16.25 9.10 7.43 19.40 29.31 35.80 65.00 75.56
Unit value 0.98 0.81 0.75 0.86 0.80 0.63 0.79 0.85

Subtotal (value) 224.25 213.28 199 . 92 197 . 85 231.50 216.47 336.85 383.55

Petroleum products 12.21 17.08 11.16 7.34 10.60 9.00 5.51 10.98
Minerals 16.19 19.79 26.99 44.03 40.80 38.81 29.99 44.88
Manufactured goods 72.70 104.95 103.63 70.25 64.20 52.86 77.00 87.51
Other 47.56 59.61 60.26 41.61 49.90 50.05 69.99 134.26

Subtotal (value) 148.66 201.43 202.04 163.23 165.50 150.72 182.49 277.63

Grand total 372.91 414.71 401.96 361.08 397.00 367.19 519.34 661.18

Memorandum item:

T Sh/US$
(average) 99.29 143.38 195.06 219.16 297.70 405.27 509.63 574.76

Source: Data provided by the Tanzanian authorities.

¿/ Unit values are obtained from value and volume figures.

APPENDIX
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1988 1989 1990 1991 1992 1993 1994 1995
Est.

Coffee 26 26 20 22 15 24 22 22

Cotton 20 16 19 18 24 18 20 18

Sisal 1 1 1 1 1 1 1 1

T e a 4 4 5 6 6 6 8 4

Tobacco 4 3 3 5 7 4 4 4

Cashew nuts 4 2 2 3 6 6 1 0 1 0

Petroleum products 3 4 4 2 3 2 1 2

Minerals 4 5 7 1 1 0 11 6 7

Manufactured products 19 25 22 21 16 14 15 13

Other 13 14 17 21 12 14 13 20

Source: Data provided by the Tanzanian authorities.

APPENDIX

Table 24. Tanzania: Composition of Exports, 1988-95

(In percent of total exports, f.o.b.)
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Table 25. Tanzania: Destination of Exports, 1988-95

(In percent)

1988 1989 1990 1991 1992 1993 1994 1995

European Conmunity I/ 66.7 58.3 55.3 52.9 45.9 46.0 39.9 34.9
United Kingdom 12.1 10.6 11.5 8.8 7.9 7.6 5.6 5.7
Germany 20.3 17.8 17.6 16.2 11.0 10.4 9.1 9.6
Netherlands 10.6 9.3 8.0 5.8 4.7 4.5 4.5 5.2
Belgium 2.3 2.1 2.6 5.8 8.0 7.4 7.2 2.2

Italy 4.4 3.8 4.3 3.4 3.3 3.0 1.6 1.5
Other 16.9 14.8 1.3 13.0 11.1 13.1 11.9 10.7

United States 5.3 4.7 4.1 3.8 2.6 2.6 2.7 3.2
Canada 0.5 0.4 0.3 0.3 0.5 0.3 0.2 0.4
Japan 5.2 4.5 4.5 5.4 6.9 8.2 8.1 8.5
India 5.0 7.7 6.7 8.2 8.1 8.7 9.6 8.4
Hong Kong 2.8 5.4 4.3 2.5 2.5 0.9 2.1 2.2
China, People's Republic of — 0.3 0.8 0.1 0.1 0.2 1.5 1.3
Singapore 4.8 4.2 3.0 3.6 2.7 1.8 2.Э 2.0
Kenya — 1.7 1.4 1.6 1.6 1.7 1.7 1.6
Zambia — — 0.2 0.3 0.3 0.7 0.5 0.5

Burundi — — 0.2 0.9 4.0 2.4 0.9 0.9
Other 9.7 12.9 19.2 20.3 24.7 26.5 30. 4 36.1

Total 100.0 100. 0 100.0 100.0 100.0 100.0 100.0 100.0

Industrial countries 78.9 69.0 67.6 64.1 56.7 57.6 52.2 48.0

Developing countries 21.1 31.0 32.4 35.9 43.3 42.3 44.2 48.7
Africa 4.4 4.2 4.5 7.6 12.7 12.7 14.3 14.1
Asia 12.0 22.9 22.7 26.7 29.1 25.0 24.8 28.1
Europe 2.8 2.5 1.8 0.4 0.4 0.3 0.4 1.2
Middle East 1.8 1.4 3.3 1.2 1.1 3.8 4.6 5.3
Western Hemisphere — 0.1 — — 0.1 0.6 0.0 0.0

APPENDIX

Sources: Data provided by the Tanzanian authorities; and staff estimates.

1/ The classification of countries, for the entire period 1988-95, has been adjusted to reflect the current
membership of the European Union.
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Table 26. Tanzania: Value of Principal Imports, 1988-95

(In millions of U.S. dollars)

1988 1989 1990 1991 1992 1993 1994 1995

Capital goods 405.8 A80.7 598.8 558.8 719.4 537.3 656.5 413.3
Transport and equipment (81.3) (197.5) (184.2) (258.8) (348.3) (335.2) (242.3) (162.6)
Building and construction (185.6) (170.1) (200.0) (64.1) (120.4) (47.1) (107.5) (32.8)
Machinery (138.9) (113.1) (214.6) (235.9) (250.7) (155.0) (306.7) (217.8)

Intermediate goods 510.5 556.0 547.2 336.4 253.7 203.5 290.4 473.0
Oil (146.8) (152.4) (195.0) (182.9) (101.8) (99.4) (149.0) (134.4)
Crude oil (84.5) (91.3) (110.0) (...) (...) (...) (79.8) (83.5)
Petroleum products (62.3) (61.1) (85.0) (...) (...) (...) (69.2) (50.8)

Fertilizers (4.0) (5.0) (8.5) (26.0) (16.0) (8.8) (11.7) (6.4)
Industrial raw materials (359.8) (398.6) (343.7) (127.6) (135.9) (95.3) (129.7) (332.2)

Consumer goods 275.7 190.8 215.7 205.4 392.3 308.9 359.5 330.0
Textile and apparel (45.4) (49.0) (32.8) (20.6) (...) (...) (...) (...)
Food and foodstuffs (106.7) (54.8) (63.1) (0.8) (48.7) (67.2) (127.5) (27.9)
Other consumer goods (123.7) (87.0) (119.8) (184.0) (343.6) (241.7) (232.0) (302.2)

Unclassified imports 0.4 2.5 1.8 88.4 160.2 131.6 199.5

Total 1.192.4 1.230.0 1.363.5 1.190.0 1.525.6 1.181.3 1.505.5 1.216.3

Source: Data provided by the Tanzanian authorities.

APPENDIX
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Table 27. Tanzania: Composition of Imports, 1988-95

(In percent of totalimports. f.о^b.)

1988 1989 1990 1991 1992 1993 1994 1995

Capital goods 34 39 44 47 47 45 44 34

Transport and equipment 7 16 14 22 23 28 16 13

Building and construction 16 14 15 5 8 4 7 3

Machinery 12 9 16 20 16 13 20 18

Intermediate goods 43 45 40 28 17 17 19 39
Of which: oil imports (12) (12) (14) (15) (7) (8) (10) (11)

Consumer goods 23 16 16 17 26 26 24 27

Unclassified imports — — — 7 11 11 13

Source: Data provided by the Tanzanian authorities.

©International Monetary Fund. Not for Redistribution



- 71 - APPENDIX

Table 28. Tanzania: Sources of Imports, 1988-95

(In percent)

1986 1989 1990 1991 1992 1993 1994 1995

European Community 1/ 60.0 58.4 54.8 44.9 40.6 39.5 31.7 28.0
United Kingdom 19.1 18.6 16.0 12.5 10.9 13.7 9.6 9.7
Germany 8.0 7.8 8.4 7.0 8.9 6.5 5.6 3.6
Netherlands 4.6 4.5 4.3 5.5 2.9 3.0 2.3 2.2
Belgium 1.8 1.8 2.6 3.0 3.9 3.5 3.6 3.1
Italy 10.1 9.8 9.7 8.0 5.3 4.6 4.6 3.7
Other 16.3 15.9 13.8 9.0 8.6 8.2 5.9 5.8

United States 3.6 3.5 3.9 3.3 2.7 2.8 3.7 4.4
Canada 2.2 2.2 1.6 1.5 1.0 0.5 0.3 0.6
Japan 11.6 11.3 10.1 9.5 8.6 9.4 6.3 7.2
India — 2.1 2.6 4.6 4.2 5.3 5.3 4.7
Hong Kong 1.7 1.5 1.7 2.2 2.3 2.7 2.5 2.4
China, People's
Republic of — 1.9 2.0 2.7 8.5 2.9 5.0 4.9

Kenya — 3.5 2,9 3.2 2.9 7.8 8.5 9.1
Switzerland 1.8 1.8 1.3 0.7 0.8 0.6 0.7 0.5
Australia 0.2 0.2 0.1 0.6 0.4 0.4 0.2 0.4
Thailand 2.5 2.4 1.9 2.3 2.8 3.2 3.0 3.0

Other 16.4 11.3 17.0 24.5 25.1 24.9 32.9 34.7

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Industrial countries 82.0 79.9 74.9 61.3 55.5 54.3 44.1 41.6
Developing countries 18.0 20.1 25.1 38.7 44.5 45.7 52.8 55.1
Africa 0.5 3.9 4.8 5.2 4.7 10.3 17.2 18.4
Asia 14.2 13.0 12.9 18.9 26.0 20.9 20.7 22.1
Europe 2.2 2.1 1.2 0.7 0.7 0.3 0.4 0.5
Middle East 0.5 0.5 5.6 13.4 12.1 13.7 12.4 12.3
Western Hemisphere 0.6 0.5 0.7 0.6 1.1 0.5 2.1 1.9

Sources: Data provided by the Tanzanian authorities.

1/ The classification of countries, for the entire period 1988-95, has been adjusted to reflect the
current membership of the European Union.

©International Monetary Fund. Not for Redistribution



- 72 - APPENDIX

1988 1989 1990 1991 1992 1993 1994 1995

Service receipts 119.8 123. A 140.1 127.1 155.6 290.2 494.0 528.8

Freight and insurance 7.5 10.4 11.8 7.1 10.8 6.8 4.1 4.4
Transportation 20.1 20.4 23.2 28.6 30.2 5.9 0.4 0.4

Travel 33.4 40.0 45.4 32.6 48.3 232.9 330.9 355.3
Education — — — — 1.9 0.9

Investment income 3.1 3.8 4.3 6.4 8.2 19.3 14.0 15.3
Other services 55.7 48.8 55.4 52.4 56.2 24.4 144.6 153.4

Service payments -g9$.9 -287.3 -303. 8 -318.0 -373. 3 -386.2 -793.4 -833.5
Freight and insurance
Transportation -7.3 -10.0 -7.9 -7.2 -1.2 -13.6 -17.8 -19.1
Travel -22.5 -21.1 -16.1 -18.2 -72.6 -214.2 -273.8 -294.0
Education — -3.6 -3.2 -3.4 -9.6 -12.9

Investment income -187.8 -200.4 -235.5 -222.4 -233.5 -42.5 -135.3 -133.2
Other payments -79.3 -52.2 -41.1 -66.8 -56.4 -103.0 -366.5 -387.2

Services, net -177.1 -163.9 -163.7 -190.9 -217.7 -95.9 -299.4 -304.7

Source: Data provided by the Tanzanian authorities.

Table 29. Tanzania: Services Account of the Balance of Payments, 1988-95

(In millions of U.S. dollars)
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Table 30. Tanzania: Social and Demographic Indicators, 1993

Population characteristics 1993

Total population (in millions) 28.0
Of which: Zanzibar (0.7)

Population under age 15 (in millions) 13.8
Birth rate (per 1,000) 43.0
Death rate (per 1,000) 14.0
Life expectancy (years) 51.9
Population growth (percent per annum) 3.1

Health, food, and nutrition

Infant mortality (per 1,000) 84
Persons per physician 20,511
Persons per hospital bed 1,044

Education

Literacy rate (percent) 80
Primary enrollment (percent) 68

Social investment (Bercent of 6DP)

Government expenditure in education 1/ 3.1
Government expenditure in health \/ 1.9

Sources: World Development Report. 1994; and data provided by the Tanzanian
authorities.

1/ Includes central government expenditures only. Data are for fiscal year
1993/94 and 1994/95.

APPENDIX
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Table 31. Zanzibar: Selected Economic Indicators, 1990-96

1990 1991 1992 1993 1994 1995

(Annual percentage change)

Real GDP growtji 3.4 4.8 Э.О 3.3 3.5 3.7

Consumer Price Index ... 26.3 20.0 23.5 22.9 28.9

(Base: 1980 - 100)

(In millions of U.S. dollars)

Balance of payments
Exports 16.15 28.20 5.52 5.25 3.53 6.01

Imports 28.67 25.01 67.27 45.96 56.34 92.05

1990/91 1991/92 1992/93 1993/94 1994/95 1995/96

(In millions of Tanzania shillings)

Government finance

Total revenue 1/ 10,878.9 6,948.9 9,021.9 12,534.9 13,617.0 19,147.0

Recurrent revenue 4,059.9 6,948.9 8,250.9 8,376.9 13,101.0 19,067.0

Total expenditure -11,652.5 -19,314.0 -24,361.0 -21,312.0 -27,268.0 13,893.0

Source: Data provided by the Tanzanian authorities.

I/ Including grants.
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Table 32. Zanzibar: Social and Demographic Indicators 1/

Population characteristics

Total population (thousands) 788
Population under 15 (thousands) 362
Birth rate (per 1,000) 49
Life expectancy (years) 50
Population growth (percent) 3.0

Health, food, and nutrition

Infant mortality (per 1,000) 113
Persons per physician 24,000

Education

Literacy rate (percent) 70
Primary enrollment (percent) 84
Secondary enrollment (percent) 14

Source: Data provided by the Zanzibar authorities.
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