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Abstract
It’s more than a decade now since Tanzania embarked upon comprehensive programme of restructuring
public enterprises through privatization. During this period privatization has shown both success and
failure to the economy. The success seems to outweigh the failure. Success can be measured by number
of enterprises that have already been divested, performance of the firms, particularly those involved in
the supply of public utilities which for the time being remain in the public sector domain, and the
degree of competition enhanced by privatization in general. Failure seems to hinge primarily on the
retrenches. This factor calls for further research to quantify the exact amount of loss job opportunities,
since there are cases where divesture led to an increase in job opportunities. Indeed there are also cases
where some of the retrenched were redeployed.
Keywords： Privatization; Impact; Public Enterprises

1. Introduction
Beginning in the mid-1980s governments and citizens came to recognize the drawbacks of government
control of enterprises .Competition was restrained, which resulted in lower quality of goods and
reduced innovation. Domestic citizen were deprived of lower prices and of choice. The international
competitiveness of state-controlled enterprises was suffering, which often resulted in the need for
growing government subsidies. In addition, rather than focusing on the business aspects, many
governments-controlled corporations had become grazing grounds for political appointees or vote
winners through job allocations. As a result, many government-owned enterprises excelled in losing
money

[1]

Governments are increasingly recognizing that it is possible to reduce the cost of governing

by changing their role and involvement in the economy. Through Privatization, governments can cut
their budget cost and still ensure that more efficient –not- fewer –services are provided to their citizens.
Privatized goods and services are often more competitive and more innovative. The conversion of
government monopolies into market-driven activities tends to attract foreign investments capital,
bringing additional know- how and financing to enterprises. Finally, governments can use proceeds
from privatization to fund other pressing domestic needs

[.2]

This concept is generally referred to us privatization; concisely is the act of reducing the role of
government, or increasing the role of private sector in an activity or in the ownership of assets
This is particularly true in developing country like Tanzania, Tanzania has been liberalizing her
economy since the beginning of the 1990s using market oriented and private investors friendly policies.
Needed now are stronger actions to reform public enterprises to faster and deeper programs of
privatization to produce macro-economic improvement in fiscal deficits and general improvement in
business conditions.

1.1 Rationale for Privatization
Privatization programs often cite a laundry list of objectives, including reducing the fiscal deficit,
raising revenue through asset sales, generating additional tax revenue, encouraging the return of flight
capital, promoting foreign direct investment, deepening and broadening domestic equity markets,
boosting investor confidence, increasing efficiency and fostering competition, improving the quality of
goods and services and reducing the state’s role in the economy.
Some of these objectives such as reducing the fiscal deficit or raising revenue could be direct outcomes
of privatization. Other such as increasing efficiency and productivity are longer – term objectives that
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depend on what new private owners bring to a company. Privatization is merely the first step, albeit an
important one, in restructuring of former state enterprises. Active restructuring however should
. [3]

generally be carried out by a company’s new owners

This multitude of objectives boils down to

three keys issues.
First, getting the government out of business by strengthening market forces to promote competition
which will increase productivity and efficiency lowering the cost and raising the quality of goods and
. [4]

services

Second generating new sources of cash flow and financing for enterprises – by eliminating government
crowding out of equity markets, encouraging the return of flight capital, promoting foreign direct
investment, facilitating domestic savings investment and broadening and deepening domestic equity
markers.
Third, reducing the government’s fiscal deficit by using privatization revenue to retire external and
domestic debt, reducing fiscal transfer to state enterprises and increasing tax revenue through the higher
profits generated by privatized enterprises.

1.2 Research Objectives
1. To examine what has been the Tanzanian experience or the record of privatization to date and
critically assess
1

2. Impact of privatization on public finances or government financial flows. .

2. Privatization in Tanzania
At independence in 1961 the private sector in Tanzania was very small, and it was believed that private
initiative would not be sufficient to act as an engine of growth, provide adequate marketing and
distribution channels or act as an efficient allocation of resources. Economic differentials between
ethics groups and foreigners were very substantial. It was perceived that the concentration of economic
power in a few individuals or ethics group and uneven distribution of wealth was a source of inequality
and potentially vulnerable to social tension .This situation was unacceptable. Thus, there were good
reasons and widespread political support for state intervention and entrepreneurship, which were
critical and imperative for fast economic development. It should be understood that the Government
has many objectives, which are rather intertwined. Over the period, it has turned out to be impossible
for the Government to manage its investments in enterprise without difficulties both financial and
managerial. Many nationalized firms ran well for a time, but were eventually unable to reinvest and had
to close. The heavy reliance of the enterprise on the exchequer has caused a lot of concern and hence
the need for change of policy

[5]

The government of the United Republic of Tanzania has embarked

upon a comprehensive programme of economic reforms and policy changes intended to bring about
rapid economic development. The process of economic reforms started the in the 1980s.The most
decisive period was the mid of 1980s when the Government started implementing a new policy of trade
liberalization with gradual reduction and finally elimination of price controls. The need and necessity
for policy changes was recognized during the period of economic difficulties in the early 1980s. The
thrust of the reforms was necessitated by the quest for improvement of economic growth rates
enhancement of investment levels, efficiency and productivity improvement including expansion of
export capacity.
As part of comprehensive economic reforms the Government main areas of adjustment included trade
liberalization of the economy, review of the tax structure, banking and public sector reforms. The main
1

The Economist (January 22, 1994):55,58
2 Michael R. Czinkota et al (1999)
3 World Bank & Flemings (1998)
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thrust of these reforms has been opening up of the economy and encouraging private initiative to
assume a positive and leading role in accelerating economic growth and improving economic
management.
The enterprise sector reform policy was first pronounced as a national policy, by the Government in
January 1992. Its fundamental objective is to give a sharper focus to the Government’s traditional role
of maintenance of law and order and provision of economic and social infrastructure, ensuring a level
playing field for efficient economic competition and balancing of economic and social activities.
Following the enunciation of this new policy, Enterprise sector reform in Tanzania is being seen to day
as the main cornerstone of unleashing private initiative to play a dynamic role in the management of the
economy. It should be further stressed that the thrust of the reform effort goes beyond the intention of
corrective measures of the economy. The policy of efficient economic management of all commercial
enterprises is intended not only to improve the efficiency of public enterprises but also to give impetus
to the private sector to move into the economic activities which are still in the domain of the public
sector. The new policy initiative, therefore, provides a springboard for the private sector to exploit
business opportunities in all major economic sectors. It is quite clear from the policy initiative that the
target is to widen the options of economic growth and participation of the private sector not only in
industrial and agricultural enterprises but also in economic infrastructure such as power generation
distribution, transmission, telecommunication, air and road transport which were a prerogative of the
public sector

2.1 The Status of Public Enterprises before Privatization
After independence in 1961, many nationalized enterprises ran well for a time, but were eventually
unable to reinvest and had to be closed. For example Tanganyika Packers, Sunguratex, Kiltex or Bora
Shoe was amongst the largest ones and Afina pencils among small ones.
In 1993 Tanzania had over 400 enterprises which were a financial burden to the State. Had cumulative
losses of over USD 100 million; indebted to Government to tune of USD 352 million; heavily
dependent on subsidies. Virtually all potential sectors for example manufacturing, agriculture, mining,
tourism and banking were dominated by State owned enterprises (SOEs).Most SOEs performed poorly
and contributed very little if anything to economic growth of the nation

[.6] 2

Various problems

experienced by these enterprises in the late 1980’s led to the poor performance and other collapsed, for
example in 1996 only two textile industries were operating out 35 of textile mills.

3. Case Studies
3.1 Volume or number of transactions in Tanzania

4 Galal Ahmed et al (1994)
5 http://www.psrctz.com
6 Dr H. Kavishe (3rd October, 2002)
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Year
Figure 1．The Number of Enterprises Privatized in Tanzania from the year 1992 to 2005
-Not available or not reported
Source: (1) E. Bevan Waide-OBE
(2) World Bank Privatization Database
(3) PSRC Reports

Recent sources, specifically from the PSRC and World Ban

[7]

underline the rising trend of

privatization in Tanzania: the volume or number of transactions (completed deals and those in
progress).

The number of privatization transactions, translating the acceptance by the
government to reduce the size of public sector in its portfolio, has jumped to the level
of nearly 326 by the end of June 2005 from zero (00) in year 1991.The record show
the fluctuation of the annual numbers of transactions, while the highest was 70
enterprises in the year 1998 and the lowest one 8 enterprises in the year 2002. The
year 2000, 2001 and 2005 transactions not available or no reported. So up to June
2005 the Government has divested more than 326 enterprises which are equal to 82%
of total numbers of enterprises intended to be privatized. 3
3.2 Impact of privatization on government financial flows in US$ millions

7

World Bank 1998/1998
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Figure 2 The Total revenue collected from privatized enterprises in US$ millions and the percent of its contribution
to the annual revenue, excluding loans and grants
-Not available
Source :( 1) World Bank Privatization Database
(2) World Bank & Flemings (1998)

In theory, privatization should benefit the Government’s finances. An improvement in the public
finance could occur either by raising one off revenue from he sales of assets or shares or by reducing
the need for operating the subsidies and investment capital. It is expected that the proceeds of the
privatization transactions will be of some substance and will come in addition to regular government
revenue. More importantly, the new owners or managers are supposed to bring in capital investment,
higher technology and know-how. The improved enterprises will be the source of increased taxation
product, directly on new profits and directly through the improved turnover and salary distribution. By
the end of June 2005 the Government of Tanzania had collected a total of 356US$ millions from sales
of enterprises. The year 1998 seems to have high sales value of 111 US$ million which is equal
to73.778 Tshs billions. By the end of 2005 it seems from different sources that the fruits had not met
the expectation raised by the flowers (translating the a French expression).It has been difficult to assess
the impact of privatization on Government financial flows for several reasons: insufficient reporting on
cash received by the government, lack of data and sometimes the confusion in data provided, for
example the data between World Bank and PSRC sometimes seems to be different, so it is difficult to
know which is correct and which one is not correct. But the author has tried his level best to compile
the data about impact of privatization on Government financial flows as shown in Graph 2.
The Graph 2 above shows the sales value as percent of annual revenue during privatization period, the
year 1999 seems to have high contribution in the government financial flows for the whole period of
privatization by contributing 12.8% of the total domestic revenue which exclude grants and loans and
the lowest one is 0.05% in the 1992.Still the impact of privatization seems to be very small to
government financial flows.

3.3 Impact of privatization on enterprises performance
This requires pure micro-economic analysis to assess how privatized enterprises have performed in the
post-privatization period. Data can be obtained only through on site visits (very time consuming and
costly), interviews, questionnaires, mails, in most cases. Furthermore, in many instances, there is a lack
of co-operation due to the reluctance of some forms and officials to reveal financial and operating data.
In many cases, additional investments have resulted in increased capacity production, transfer of
technology and know- how, for example the use of computerized machine in Production of beers in
TBL and withdrawing money using ATM machine in the Bank such as Cooperative Rural
-5-
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Development Bank and National Bank of Commerce. Product diversification and expand markets. In
cases where additional investment is coupled with changes in management and labor practices, they
together resulted in turnover rise, lower operating costs, better financial outcome. Moreover, many of
the managers interviewed cited the removal of government interference as a major factor in enterprise
post privatization performance. Campbell-White and Anita Bathia5, in the conclusion of the World
Bank Findings, state that “in firms privatized through public floatation, the evidence suggests that
privatization has had a significant positive impact on the firm’s financial performance.”
This is particularly true in Tanzania, where large non- financial enterprises, such as Tanzania Breweries
Limited (TBL), Tanzania Cigarette Company (TCC), Tanzania Portland Cement, Tanzania Distilleries,
Dar Breweries Limited and Kilombero Sugar Company.
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3.3.1 The impact of privatization in production performance

year
Figure 3 Sample of enterprises privatized showing the production performance before and after privatization

Source: Tanzania Sugar Board, 2005
Changes in management practices coupled with investment have resulted in some spectacular
improvement in performance. In Tanzania again after the acquisition of majority stake, in Kilombero
Sugar Company the company has reported 77 percent increase in production from the year 1997/1998
to the year 2004/ 2005, Mtibwa Sugar Company increased its production capacity for 19.4 percent from
the 1998/1999 to 2004/2005 tonnes, although the production seems to fluctuate while in the year
2001/2002 the production raise to 31.3 percent from 1998/1999 when the company was
privatized.Morever these companies has had privatized with others two companies, Kagera Sugar
Limited and Tanganyika Planting Company still the production of sugar doesn’t satisfy the demand
of sugar to people for consumption, the table below shows the production and consumption.

3.3.2 Contribution of the Privatized Enterprise to the Tax Revenue in Tanzania
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Table 1 Sample of enterprises privatized showing tax contribution after privatization and the % of tax to the total
revenue in each year shown in the table.
Name of Company
Year
of Year
Tax
Contribution % of Total Tax Revenue
Privatization
Contributed
after
privatization
(Tshs Million)
TBL

1993

TCC

1995

CARNAUDMETALB
OX

TANZANIA
PORTLAND
CEMENT

2000

2001
2002
2003
2001
2002
2003
2001

30,052.1
45,065.5
58,65.8
11,445.8
15,781.3
24,443.2
412.6

3.2
4.3
4.8
1.2
1.5
2.0
0.0

1997

2002
2003
2001

815.8
1,210.8
3,445.1

0.1
0.1
0.4

2002
2003
2001
2002
2003
2001
2002
2003
2001
2002
2003
2001
2002
2003
2001
2002
2003
2001
2002
2003

4,083.2
6,217.1
347.0
5,537.2
293.2
5,681.6
7,670.1
7,415.8
8963.6
2,023.2
1,060.1
4,217.3
5,797.4
6,506.4
4,163.5
5,781.5
3,198.8
1,498.8
2,201.6
3,215.5

0.4
0.5
0.0
0.5
0.0
0.6
0.7
0.6
0.1
0.2
0.1
0.5
0.6
0.5
0.4
0.6
0.3
0.2
0.2
0.3

DAR BREW LTD

1997

THA

2000

DAHACO

2000

NBC(1997) LTD

1997

TZ DISTILLIRIES

CRDB

1997

Source: Adopted from Ulanga (2005)
Table 1 above shows the performance of privatized firms in tax contribution after privatization.
For example Tanzania Breweries Limited, before privatization in 1993 the company paid 15,000
millions Tshs, after privatization the company paid 24.01US$ millions in 2001, 36.05 US$ millions in
2002 and 47 US$ millions in 2003. So most of company privatized has shown positive impact in tax
contribution. Also the table above shows the percent of tax paid by these companies to the total revenue
of the country revenue.

3.3.3 Impact on Quality of Goods and Services
Quality of goods/services improved and some of them have been awarded international quality
certificates, for example The Mbeya Cement Company (MCC) which recently became the East
Africa’s first cement company to earn International ISO 9002 Award for quality standard in the year
-7-
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2000, Tanga Cement Company and Tanzania Cigarette Company, Tanzania Breweries Limited,
Mtibwa Sugar Company, Kilombero Sugar Company, Tanzania Tea Packers and Canvas Mills.

3.3.4 Expanding access to foreign markets
Improving the quality of goods has led them to compete to the international markets, for example
products from Blanket & Textiles Manufacturing Ltd, products from Handcrafts Marketing Company.
Tanzania Cigarette Company and Tanzania Breweries Limited are among top 20 competitive
companies in Africa. Now Cement from Tanzania is marketable to neighborhood countries such as
Malawi, Zambia, Rwanda and Burundi. Beers from TBL are sold to Kenya, Uganda and other
neighborhood countries. Canvases from Canvas Mills are sold to Army of NATO.

3.3.5 Dividends payment to shareholders
Annual payment of dividend to Shareholders is being paid dividends a good examples are Tanzania
Breweries Company Limited, Tanzania Cigarette Company,

3.3.6 Remuneration
Salaries and other incentive for workers has been increased and improved, for example before
privatization the lowest salary plus other incentives at Tanga Cement Company was 120 USD per
month, now after privatization the salary is more than 360 USD Tanzania Breweries Limited for lowest
salary was 7.2 USD per month before privatization and after raised to 96 USD per month.

3.3.7 Modern technologies introduced
Introduction of modern technology is as a result of privatization in Mtibwa Sugar Company and
Kilombero Sugar Company has led to the increase of sugar cane production; computerized beer
production by TBL and the use Automatic Teller Machine by National Microfinance Bank and
Cooperative Rural Development Bank employ the withdrawal of money courtesy of the gains of
privatization.

3.3.8 Impact of Privatization on Employment
Facts have demonstrated that privatization in some cases has improved the levels of production and
profits after investment, and changes in management and labour practices. Nevertheless the fear of job
losses is the stumbling block to privatization .Where the government‘s power base is in urban centre,
Trade-Unions make employment the number one issue in the privatization deal. They impose collective
bargaining and set the levels of end of service benefits and severance pay. That is the case for most
countries in Africa, particularly in Tanzania. That becomes more complicated in countries where labour
is de unionized.
Despite the concern about possible job losses, studies undertaken by World Bank showed that “African
government have done very little to track the effects of privatization on employment.”
Not only that Privatization is causing unemployment in Tanzania, most of workers lost their jobs before
Privatization started, because more than 70 enterprises were closed and workers lost their jobs. But now
most of these enterprises have been opened again and they are operating well for example Blankets &
Textile Manufactures Limited, Katumba and Canvas Mill.
The reduction of human labour force is necessitated by the fact that new and modern technologies
efficient and mechanized. Also the employment has been increased outside the enterprises for example
all cement industries, and this has made to rapid increase of construction works and production of
bricks business also has given the employment to owners of transport vehicles. Sugar industries have
increased employment of cutting sugar canes and out growers.
Also farmers for Tobacco they have increased the production of Tobacco after the approval of market
from the industries that have been opened again after Privatization. It is approximated that more than
300,000 people’s life depends more on the distribution of products from Tanzania Breweries Limited
-8-
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(TBL) and Tanzania Cigarette Company (TCC).Before Privatization approximately 100,000 people
were getting employment due to distribution of TBL and TCC products.
But more researches are encouraged to know the real number of workers that lost their jobs after
privatization.

4. CRITICAL ANALYSIS OF PRIVATIZATION IN TANZANIA
The available data through 2005 has shown that The Tanzania experience of privatization is on the rise
in terms of number of transactions as shown in figure 1, the government had has privatized 82% of the
total number of enterprises intended to privatize.
• The impact of privatization on the government financial flows and the privatized enterprise is
evident during the period under review figure 2, the objective of raising revenue has did not seem very
positive the government benefited for an average of 3.4% per year although other years contributed to
10 % to the government revenue which excludes grants and loan. Since the impact of privatization to
revenue is very small with an average of 1.3% per year, so quantitative criteria led to the conclusion
that up to 2005, privatization has no significant impact on government financial flow. Therefore the
objective of to raise revenue has not been met; tangible results were achieved, notably in cleaning up
financial situation of public sector.
• The elimination (in case of liquidation) and reduction (in rehabilitation cases) of subsidies to
enterprises and the contribution of enterprises to the government revenue has increased.
• Production capacity has increased and introduction of modern technologies. While employment
objective seems to be not meet.
• Quality of goods/services improved and some of them have been awarded international quality
certification

5. Conclusion
The results in study go some way towards explaining, the success and failure of government to achieve
the intended objectives through privatization. Up to 2005 government has succeeded to privatize 326
enterprises by more than 82%, this percent shows how government has reduced the burden in its budget
by not giving subsidies to these enterprises. The objective of raising money directly by selling has not
been met since the contribution of money from sales averagely per year was below 5% in domestic
revenue, quality of goods/services improved and some of them have been awarded international quality
certification. On the other hand the objective of generating additional tax revenue has been met since
most privatized enterprises have increased production capacity with corresponding high profit, hence
contribute high revenue by tax .Despite all these successes the government goal to a employment rate
has not been met since most of workers lost their job at aftermath of privatization .The very fact that
privatization has made it possible for a low income and low saving’s countries like Tanzania to avoid
institutional failure inherent in a public sector company has to be highly appreciated. It is
recommended in the face of this glaring inadequately or shortcoming of non- attainment of the goal of
privatization that further research should be done to critically evaluate the extent of privatization
impact on the labour in terms of job creating and the appurtenant benefits.
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论私有制对坦桑尼亚国有企业的影响
Nalingigwa Paschal A, Ge Jiuyan
河海大学商学院，南京（210098）
摘 要：十多年以来，坦桑尼亚一直在着手国有企业的私有化的全面改组。在此期间，私
有制对于经济的发展既体现出成功的一面，也体现出失败的一面。但是，成功似乎胜过失
败。那些成就主要体现在被成功改组的企业的数量、公司的业绩等方面，尤其是那些涉及
公共事业的公用企业，虽然暂时仍保留在公有制的领域里，但是由私有制带来的竞争程度
也已普遍提高了。而失败主要集中在资源紧缩。尽管改革也有促使就业机会增加的情况，
而且也确实存在改组后的重新调配。但是为了确定损失的就业机会的确切数目，这些因素
还有待于进一步研究。
关键词：私有制，影响，国有企业
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