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ABSTRACT
The general trends of economic growth and rise of country’s GDP play a decisive role in confirming the availability of resources which the government has access with for the public use. These sources of revenue are mainly through taxation and other source of income such as royalty. The wealthy generation from the availability of source of revenue may be seen through the improvement of public infrastructure and improvement of general life standards, if the distributions of revenue are equal however. 

Contrary to that, economic contingencies such as crisis or stagnation may imply the limited availability of government revenue, and therefore, the economic declining may be reflected on minuscule government expenditure, low public spending and poverty among citizens. However, this assumption may proved to be wrong in the case of Tanzania, since in the last decades the country experience rapid economic growth contributed mainly by extractive and services sectors, in addition massive loans and development aid. 

The analyses of embedded autonomy to understand free market Tanzanian economy provide evidence that liberalization process exposed Tanzania to rent seeking and predatory practices that eroded the quality governance and weakening the bureaucratic quality. The trend shows the Tanzanian government have weak regulatory framework to control its rules as illegal rent seeking activities and other predatory practices are rampant, and criminals are ‘immune’ from being prosecuted as they are  ‘systematically protected’. However, as interest groups of elites competing to maximize the share of transfers, certainly the activities are involving non-democratic practices such as ‘money politics’ to attain and protract the political machinery. Apparently, the consequences of wealth transfer competition among interest groups are; weakening and wreck down the social fabric, as the actions appear to obliterate Tanzanian democratic system as well as country’s justice system. This situation is likely to bring in social unrest.

The findings support the need for Tanzania to rethink its embedded policy, where the government will play a central role, and engaging effectively in the economy by ensuring fair distribution to its citizens. This is because wealth generation which mainly comes from FDI seemingly not helping the nation positively, since the budget still financed by foreign donors by 42 per cent; the foreign loans have been increasing dramatically vis-à-vis deteriorating public infrastructures such as education, health care and transport system. Nevertheless, the Tanzanian rapid economic growth do not reflected in the life of the common Tanzanian, since individual poverty have been increasing and public redistribution are highly unequal, while a small elites enriches themselves while majority living still under one USD a day.

The problem discovered by this study, is all these economic and possible socially adversaries are originate from the emergence of political entrepreneurs groups; whose efforts to maximize self gains through political process, have potentially undermine the quality of governance and weakening the public institutions accountability and encouraging rent seeking and corruption which posing a serious challenge to the Tanzanian economic growth as well as future country’s stability. 
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1. INTRODUCTION AND PROBLEM FORMULATION
1.1. Introduction
Tanzania is one of the Sub-Saharan African states which is continuously drowning in poverty, this is despite of several years of economic reforms and numerous development aid the country has received. Different governments have run the country under different policies, yet the living standard in Tanzania has been deteriorating while the government and international reports observe the increase of government revenue from USD 25 million in 1995 to USD 280 million 2008 while the economic growth attained an annual growth rate averaging 5-6 per cent annually since the second half of 1990s. (PMO 2008) According to the IMF the economic growth witness is due to Tanzania “continued to maintain macroeconomic stability and to make substantial progress” (IMF 2004), since the liberalization of Tanzanian economy was introduced.

Many factors have been identified to explain the poor performance of Tanzanian economy. Several causes have been classified in the combination of the internal and external events and factors. For instance, in 1960s and 1970s Tanzania was widely blamed for its socialist economic policy, embedded with severe intervention of fiscal and monetary policy, and the state economic monopoly was explained as a main factor which distorts the Tanzanian market and economy, inhibiting the economic growth and consequently dragging the Tanzanians in deep poverty. Nevertheless, socialism economy was widely blamed as the main cause of Tanzanian economic crisis, and the government public spending and the size of the public sector were seen as another source of Tanzanian economic crisis by the international financial organizations as well as donors.  
However, the empirical evidence shows a positive relationship between the long term economic growth and government spending on productive sectors, if the assumption is that public spending on public goods, such as infrastructure, social services and targeted interventions, increases the long run growth rate of the countries economy. Although the empirical evidence on the relation between the public spending and economic growth is still debatable and it may be difficult to establish the link, yet some studies, which are apparently using only sample from developed countries, find the public spending particular on health, education, transport and communication having positive impacts on growth, while consumption spending in non-productive sectors has a negative effect on growth. (Kweka & Morrisey 2000 p.3-4)

As Tanzanian socialist government plays a central role in the country economic development by viewing public expenditure in productive sector as essential in short and long term; this policy has been consistent under severe pressure from the international monetary institutions as well as from the foreign donors who connive with some local elites to pressurize the government to adopt the market economy. However, steadily the embedded socialist government directed its efforts on productive areas such as physical infrastructure and human capital as its priority to guarantee fair distribution as well for future economic growth. Nevertheless, the public expenditure in Tanzanian socialist government was also focusing on productive activities, particularly financing and re-investing the state-owned enterprises. 
Eventually, the external pressure from international financial organizations as well as from the western countries realize the Margaret Thatcher’s statement that there is no other alternative (TINA) and in 1986 the foreign actors through international monetary institutions managed successfully to pursue the Tanzanian government to withdraw from its original role of providing goods and services to its citizens and adopt free market economy as a condition for economic support. 

1.2. Problem Formulation
Following the paradigm shift from socialism to free market economy, the Washington Consensus’ conditions along with the neoclassical theory approach have been playing a leading role in the free market economy in Tanzania, aiming to control the economic predicament, in order to alleviate poverty vis-à-vis to promote country’s economic growth.  However, in order to qualify for the financial support from the Bretton Woods Institutions, Tanzania has been required to accept certain attached conditional ties. The most notable one is state is withdrawing from the public services and economy, and allowing privatization and free trade as a means in reaching sustainable, equitable and democratic growth (Stiglitz 1998 p.1).
As an outcome of the Washington Consensus, in the last decade Tanzania has experienced a rapid growth of GDP, this wealth generation comes mainly from foreign direct investment, in which mining and tourism are the leading sectors. Although the sectors have no direct impact to the life of ordinary Tanzanians, the economic reform processes in Tanzania sidelined Tanzanians even further, since it was implemented in secretive, unplanned, and undemocratic manners. Consequently, the profits from economic growth have end up in the pockets of few. For instance, recently statistics have shown that public redistribution is highly unequal. While state and business elites are enriching themselves, the majority of Tanzanian is still living under one USD a day. According to the World Bank (2008), the uneven income distribution in Tanzania is so obvious that social expenditures are remain poor to the 1970-80s levels, and the WB sum up by predicting contrary to MDG
 that the major part of Tanzanian population will be  living  in poverty a decade from now. 
Therefore, the paradigm shift in Tanzania from the socialism economy to free economy capitalism in 1986 did not help Tanzania to achieve the economic growth. Rather the country was embedded with ill economic advice and inappropriate donor’s support, who were providing a significant amount of loans and aid without proper evaluation on how that loan or aid would help the masses in Tanzania. Consequently, the massive loans and economic support loaded in Tanzania end up to enrich few and to enlarge the gap between those who have and the poor.

The previous literature shows that the performance of Tanzanian economy under the free market economy is worsening the economic crisis (at least among ordinary citizens), characterized by lack of opportunity and income by letting the economy became more unequal than it was in the early phase of socialist government economy, so this thesis tries to provide a framework for understanding the patterns that impede Tanzanian economic growth efforts, and the analytical part will look how the state, business and political elites are engaging in  anti-economic growth activities. 

Therefore, the thesis will use the embedded theory to understand the role of autonomy Tanzanian state in transformation phase and to understand its poverty reduction efforts in its efforts to achieve economic growth. However, the thesis will use rent-seeking and predatory state theories to explain Tanzania in the Post-Washington Consensus era. Therefore, the thesis problem will be:

How can we understand Tanzanian embedded autonomy in the situation where economic growth leads to worse distribution?
1.3. Methodology 
In this chapter the study will present analytical approach to understand the research question on how the Tanzanians are increasingly poor despite of the rapid increase of economic growth experienced all over the last decade. The thesis will be explanatory one, where Tanzania will be a case study. The state theories will be used in order to achieve a complete and extensive explanation of the problem formulation. The theories were chosen regarding only to its relationship to the case the study will research, and therefore, only relevant parts of the selected theory will be fully utilized. 

Moreover, due to the constraints of time and resources as well as the character of available data, no primary data is collected for this thesis; even though the research has to admit the usefulness of primary data, particularly for explanatory research as this one. In this case, the thesis will rely much on materials collected through secondary sources, such as academic journals, published works, online news papers and literature reviews. 

The main objective of this thesis is to provide a framework of understanding the analytical unity of state, and to give an explanation to the problem formulation. In order to answer the problem in question, this thesis will use the state theories in order to understand the Tanzanian state roles in the country economy and development. Furthermore, the topic of the study will be researched in relation to three theories: Embedded autonomy theory, Rent-seeking theory and Predatory state theory. All theories will be used as an analytical framework with the focus on the state as an actor and showing different characters of the actor, the composition which help to understand its dynamics.

The role of state ever since provokes the ongoing debate which changes the form and dimension according to the time. It is not the aim of this research to define the roles of state; rather, this research will try to use different concepts of roles of state in order to bring the understanding of roles of state as a social institution, and how the state shapes its own structure and in relation to other social groups, in order to bring about change and to transform the country’s economy. For this reason the thesis will use embedded autonomy approach, to understand how the state can influence the leading economic sectors and how these sectors can spillover to the rest of the economy, and ensure trickle down of profit of production. However, contrary to embedded autonomy theory which is good for the country development, the thesis will use rent seeking and predatory state theory to understand how the state influences the leading economic sectors and how these sectors fail to spillover, and disconnect with the rest of the economy and the profit end up to the pockets of few.
In order to understand Tanzanian situation, it is good to understand Asian countries on how the state plays a central role in the economy and ensures fairly distribution to everyone. In this case the thesis will use China as an example of embedded autonomy state, since China has its own model of development, which Ramo (2004) describes as the ‘Beijing Consensus’ which views economic growth as a means to improve the whole society, and urges the state to play an active role in the market and development, since in the ‘Beijing Consensus’ point of view, providing welfare and basic needs to people is regarded as the state’s fundamental task.

In relation to the ‘Beijing Consensus’, this thesis will use embedded state autonomy to describe Tanzania under socialist government, which was able to adopt changes based on its own needs which reflect the realities on its ground. Nevertheless, the socialist Tanzanian government was capable to resist against external pressure particularly from the IMF and the WB, and succeeded to pursue the Breton Woods Institutions to finance the country projects on government’s terms. Furthermore, the state plays a key role and guarantees the fairness in distribution.

However, the problem discovered in free market economy in Tanzania after the country adopted and keenly lived up with the Washington Consensus conditions, is the Tanzanian government behavior and its economic and political policy, is fitting in another type of state rather than embedded autonomy state. In this case, the thesis will try to theorize Tanzania state into rent-seeking and predatory state.

In this light, the thesis can describe clearly the embedded state which is fully autonomous from external pressure over issues related to its internal development policies; contrary to the predatory state which is connected to rent-seeking state since the state and business elites have strong ties with foreign actors who are engaging in harmful practices to enrich themselves, and often make decisions with no regards on its own citizens so long as the decision will make its external actors happy, because their interests are similar ‘mutual hostages’ and often looking to further the own interests at the expense of society.  
2. THEORIES

2.1. The Embedded Autonomy Theory

The embedded autonomy theory is very useful theory for this research, since the theory shows how the state is a crucial actor on economic development and transformation. The theory also explains how developing states are able to act independently and successfully by encouraging proper investors in industrial sector and growing up local entrepreneurs. 
The theory also argue in order to achieve a meaningful economic transformation in developing states, predictable rules and widely known ethics is essential in order to reducing any attempt of individuals to misuse public resources for personal gain. Furthermore, the insisting on state-society relation is very crucial; and last the theory encourages the developing state to adopt the appropriate intervention in the economy so that a country can achieve industrial growth.
2.1.1. Factors Influencing a Meaningful State Transformation

In order to achieve any meaningful transformation, a state has four crucial factors to bear in mind: internal structure of the state, the state-society relations (in this aspect sufficiently embedded in society is needed as well as effective strong bureaucracy), the formal and informal ties between capitalist class and state elite, and how the state integrates to the world economy. (Evans, 1995 p.40-41)

Therefore, embedded autonomy in this research will refer to the internal state competences which place the state in a position, ability, capacity and opportunity to act in the interest of state. The embedded autonomy is contrary to rent seeking or predatory state, since these systems based on the saying “the one who pays the piper calls for the tune” and the ability, capacity and opportunity for particular country to resist against the external pressure and facilitate its own goals is very limited. (Ibid 1995 p.41)

2.1.2. Structural Change as Means to Economic Growth and Development

In order to achieve economic growth, a developing state must transform economy to industrialization. To accomplish this, states have to play a central role in promoting private actors investment and moving the industrial development forward. In order to attain this, the efficient bureaucracy is crucial as well as sufficiently embedded in society (Evans 1995, p.40).  According to Evans (1995), many developmental states have common problem in bridging the gap between the state elites and industrial elites. It is therefore essential to link together the state and society through senior officials who may compel to work together under a coherent policy. Since “each [may] helps to the other. Sometime [state elites and private actors] reinforce each other.” (Evans 1995, p.228) This approach needs knowledgeable, experienced and competent bureaucracy. (Evans 1995, p. 51)

It is always expected in transformation phase, that the state has to adopt some entrepreneurs’ attitudes by acting as a regulator and regulating production or taking a producers role by selling goods. But all of these have to be done by enhancing the state to foster new targeted area of investment and boosting industrial capacity by incorporating private entrepreneurs’ forces into different new green investment quarters. Whatever it may mean, developing states cannot avoid interventions policy. These interventions can take a form of “fiscal regulations [which] may be designed to compensate for the difficulty of appropriating returns from innovation or to encourage investment in risky “sunrise” sectors.” With the aim of fostering the industrial development, the state can intervene the economy in four ways adopted by the state in order to promote the new industrial capacity in cooperation with local private entrepreneurs. For instance state can act as a custodians, demiurge, midwife or husbandry. (Evans 1995p. 78)

However, Evans (1995) spurs the importance of state interventions in the economy as custodians, where the state can construct and enforce rules and regulations aimed to encourage the private entrepreneurs to take some risks and invest in a targeted area. Nevertheless, these rules and regulation can be used to promote, stimulate and give the incentives to private actors by protecting infant sectors from external threats. The incentives can be created in the form of “greenhouse” tariffs, regulations which restricts imports and foreign investment restrictions in certain areas to spurs local capital to take the risk of entry. In respect to this, it is essential for state also to set rules which prevent private actors “…from engaging in undesirable or inappropriate activities” (Evans 1995, p. 80).
On the other hand, state can also intervene in the economy as a demiurge. In this case state engages in the economy direct as a producer of goods. According to Evans (1995, p. 78), “all the states play the role of producer, taking the direct responsibility for delivering certain types of goods.” Referring to Evans (1995, p.79), state’s involvement in direct productive activities is often done through public enterprises established purposely to work on behalf of the state when the private actors are unable and transnational actors are unwilling to invest in certain area and the state consider it is essential to spillover the economy as well to increase the industrial capacity. 

According to Evans (1995), the state intention to play demiurge is not intended to replace the private actors or to compete against; rather the state action aim to complement private investment, when it is obvious the private actors have no capital or capacity to invest in certain mega project and transnational capital have no intention to do that. Under these conditions, state has no other options than play as demiurge since it is “only way to move industrial development forward” (Evans, 1995p. 79). Evans says: 

Playing the demiurge implies strong assumptions about the inadequacies of private capital. Local capital is presumed incapable of becoming a “transformative bourgeoisie,” of initiating new industries and sectors. Transnational capital presumed uninterested in local development […or] transnational capital is in fact unwilling, to develop a new sector. (Evans 1995, p. 79)

Despite of how essential it is for the state to engage in the economy as demiurge, the action might unable the capacity of the entrepreneur class as probably will be when perceived the state replacing the private producers. For that reason, in order to achieve long term goals the local entrepreneurs have need of taking more challenges while the state is required to support serious entrepreneurs as well by giving a hand to the new emerging entrepreneurs groups. (Evans 1995, p. 80) Nevertheless, these actions place the state in a position similar to “husbandry” where the state engages in a process of “cultivating, nurturing, and prodding the entrepreneurial forces…” (Evans 1995, p. 78) According to Evans (1995), the state “husbandry” role may take a variety of forms but mainly state is engaging riskier complementary venture with entrepreneurs in challenging but prospecting areas such as technology, and research and developments. (Evans 1995, p. 81)

Midwife is another form in which the state can intervene in the economy. State’s “midwife” role in the economy is similar to “husbandry” role, but the “midwife” is based on Hirshman’s ideas of promoting new economic prospects sectors by “maximizing induced decision making” through entrustment scheme. In this aspect, varieties of policies placed by the state to protect the local entrepreneur class from risk and uncertainty entail when one decide to invest in a new sector. According to Evans (1995 p.81), “midwife” model is more desirable strategy for state to engage in productive activities, since it “…lowered the risks, increased anticipated returns, induced entrepreneurship from local [as well transnational] capital otherwise unwilling to take the plunge…”. However, “midwife” strategy is certainly bad as it is good for industrial transformation, since the developing state becomes easily dependent on private response for the economy development. As the state is daunting with technical and knowledge in particular sector, it minimizes the possibility of state control or to safeguard the common good.  (Evans 1995, p. 81) 

Evans (1995) argues that in order to achieve an effective state that would lead the country in transformation process, the effective bureaucratic system is needed which would play a role in enhancing the social and economic capability. The state must also have internal capacity and ability to formulate and implement its own projects. (Evans 1995, p. 64) However, to facilitate the transformation to take place, the state capacity must be complemented by significant partners from the private sector for necessary dynamic as transformation to take place. Several illustrations suffice the facts when the state works closely in “joint project” with private sector to formulate and implement own vision, setting an impressive record of industrialization. (Evans 1995, p. 65) 

In this case an accomplishment of effective bureaucratic requires strong internal coherence and cohesiveness within the bureaucracy. (Evans 1995, p. 73) However, an internal and external knowledge network comprising the state and private sector is essential. Evans (1995) admits the private sector is in good position to offer reliable and useful information on the best industrial policy which will “fly” the economy and the best strategy to comprehend the industrial policies. Not recognizing the importance of formal and informal networks of the private sector often leads senior civil servants and other state managers deprived from crucial source of information. (Evans 1995, p. 69) 

Although many take an effective bureaucracy for granted, the construction of it may claim lots of risks as well energy consuming, and the results are not always so obvious, since often many try to undermine rather than to sustain it. Evans (1995) highlights the vulnerability of the bureaucratic institutions and the necessity to protect it, since “…permanence [bureaucratic structure] cannot be taken for granted even when construction seems successfully achieved” (Evans 1995, p. 71). This is because the mass tends to see the bureaucracy as a problem. However, without a bureaucratic coherence, there is no way state can play its role effectively, perhaps this may not mean anything to predatory states since most have “…neither will nor capacity to effect industrial transformation” (Evans 1995, p. 77).
2.1.3. How the State engage in the World Economy

A number of studies offered by dependency theorist give detailed empirical data on how developing countries position in the world economy. The world system theory tries also to explain the entrance barriers to development since many developed states are engaging in the world economy as law materials suppliers and deeply dependent on developed countries as a market for their primary product and the source of capital inflows as well as technological transfers. 

The meaningful transformation in developing countries can be achieved only if a state places itself as an engine of development. However, to spillover the result from the state involvement in the economy will rely much on the “…state’s willingness and ability to play effective roles that help to grow up sectors which can offer “multidimensional conspiracies in favor of development” (Evans 1995, p. 83). In this case the state aspirations are essential for the LDC to move on from raw materials producer to manufacture producers. However, forms of organization within state and the model of governance presents constraints as well opportunities to the state. (Evans 1995, p. 82) 

In this case developing countries must shift their positions (producers of raw product) to technology based economy, such as information technology sector. In this case perhaps state should engage in transformation process actively and to fit into “husbandry” position. In this aspect the role of state in such transformation is to encourage the new social groups and private entrepreneurs to carry on and maintain their appearance.  (Evans 1995, p.210-225)

However, shifting state role and economic transformation simultaneously pose a serious challenge to a developing state, since each country may have its own structure shaping the state-society relations which are different from another. In this case some factors, such as political and government institutional structure and social ties, ties between effective bureaucracy and local industrial elites and sufficient or insufficient of embeddedness, must be taken into consideration. This is because these factors habitually determine the future of a developing country in a global economy and international division of labor respectively. (Evans 1995, p.209-216) 
2.1.4. Globalization of the world economy and external constraints on
           national policy autonomy 

Referring to David Ricardo’s model of comparative advantages, it is crucial to find the importance of international division of labor. As it is common knowledge, no one is skilled in everything. In respect to this, one can be completely unskilled at doing something but can be very skillful in doing other things. This model may apply to LDCs as well, since when a country invests in certain privileges sector which gives higher returns and in addition opportunities to growth, this country will certainly have ability to discover its position in the global economy. (Evans 1995, p. 82)

However, Harris and Kulkarni (2004) argue that comparative advantage may compromise with import substitution strategy hence enhance “…employment of a country’s scarce factor of production (be it capital or labour) […] rather than employing a country’s abundant factor of production.”  Harris and Kulkarni (2004) claim, it is perhaps essential for LDCs not to invest on import substitution policies since the policy does not generate foreign exchange, rather LDCs required to introduce policies which promote exports. In this way a country may employ its abundant factor of production and taking advantage of comparative advantages and enhancing the country to generate foreign exchange. (Harris and Kulkarni 2004, p.175)
2.2. Rent-Seeking Theory
Despite of several studies proposing different options for African economy to move forward, little has been achieved. Policy reforms such as SAP are one of the alternatives suggested to African governments that would improve Africa’s economy and lead Africa to greater economic growth. However, even if the neo classical growth theorists with their policies would convince someone to expect “Africa economic miracles,” after decades of economic stagnant no one could exactly explain the main cause of declining the economy in Africa since the realities contradict with their theories. Perhaps this experience would lead someone to speculate and “…wonders why after so many years of failed policies African countries find it so difficult to reform. Clearly, someone benefits from bad policies.” (Gallagher 1991)

Rent seeking as a concept is connected well to developing countries particularly Tanzania which is a case study of this thesis, due to institutional changes occurred in the mid 1980s; originate from the World Bank and the IMF. The western financial institutions through introduction of Structural Adjustment Policy (SAP) as a condition for developing aid managed to restructure the Tanzanian economy with promise that the reforms will enable the country to overcome its economic contingences. The SAP opened up developing countries economy and exposed it to several opportunities which did not exist before. 
For instance, since SAP introduced, the trends shows there is increasingly corruption as SAP offer chances which were not existed for rent seekers within the government, as state elites benefit themselves through public offices at the expense of masses. In this case a number of cases in the empirical chapter shows the significant amount of the public funds siphoned from tax revenue and diverted to private bank accounts through dubious companies and repatriated abroad the remaining funds used for consumptions. This situation largely exacerbated by deregulation of financial market which made Tanzania as potential target of all anti economic growth activities such as money-laundering, and legally protected foreign exchange repatriation.
2.2.1. Introduction of Rent-seeking
If the assumption is that “it is illegal to take somebody else’s legally owned property” then rent seeking may be considered as theft of the public property which has tremendous public costs. (Tullock 1967, p.46) The theory of 'rent seeking' is defined by Buchanan as the “…behaviors in institutional settings where individual [placed] efforts to maximize value generate social waste rather than social surplus” (Buchanan 1980, p 359). Tullock defines the term as the behavior of few powerful people in the government structure using their positions and influence to squander the public resources in order to achieve personal benefits and detriment the whole society. (Tullock 1967, p.107) 

The rent-seeking concept is explained well by its founder Anne O. Krueger (1974) as an unpleasant attitude surfaced the government’s daily activities in connection to the states interaction with the markets and statutory laws and regulations. Lee and Orr (1980) describe these statutory laws and regulations to be introduced purposely to protect the well-off, and often originated as a government “response to the political pressures of a self-serving group.” These efforts are done in order to serve two intentions: first to “provide cash or in-kind transfers, and laws creating, assigning”, and secondly, to give legal and economic protections such as preferential treatment to undeserved citizens. (Lee and Orr 1980, p.113) These actions can be legally abided or in illegally forms. For instance, a number of corrupt rulers make often decisions which are harmful to the nation’s citizens, yet they are not against the countries law. (Coolidge & Ackerman 1995, p.09) 

 In addition, Evans (2003) point out that rent seeking occurs often when the interest group with collective efforts on certain interest seek to manipulate the legal procedures with the aim of creating legal and institutional environment to "enable them to extract transfers of wealth, outside the normal processes of voluntary market exchange, from other people in society." The extraordinary returns to individuals from the rent seeking activities motivate rent seekers constantly to invest more efforts and capital, particularly when the reward is higher and the risk is low as in numbers of predatory states. (Tullock 1967, p.46) 

Nevertheless, in this research the term "rent" is not used in its real economics meaning derived from Adam Smith when the term "rent" used as a payment on a lease in referring to division of incomes for instance profit, wage and rent itself. Rent in this research refers to income gained to individuals within the institution structures. In return the rent beneficiaries manipulate the law to give tender, loan subsidies, grants, tariffs protection or privilege. These activities mostly do not benefit the society; rather they redistribute public resources to special interest group. Furthermore, “rent seeking” and “corruption” may be used in this research interchangeably, due to the similarity of the terms referring to misuse of the special power or authority, given by the public, for personal gain.

 
2.2.2. Causes of Rent Seeking and Factors Encouraging the Rent-seeking
According to Buchanan (1980), the society may invite the rent seeking by allowing the government to be involved with the market and procurement process by assigning and creating environment to give certain market privilege to "deserving" citizens. These actions give special privilege to some people while taking privilege away from others. The actions often evoke rent seekers to invest their resources to persuade the decision makers, politicians and government official to set up the legal or regulatory constraint, which give the beneficiaries special market privileges. (Buchanan 1980, p.9) 
According to Buchanan (1980), rent seeking as a concept originates from the selfish human nature, where one tries to respect the personal property more than the community property; Buchanan (1980) refers this attitude as "tragedy of the commons" where communally owned property tends often to deteriorate because of misuse, plundering and vandalism. This is happening because it is in the interest of no-one to safeguard the property, simply because no-one owns it. (Buchanan 1980, p.184) 
Under the circumstances mentioned above, efficiency criteria must be placed in order to stop the misuse or vandalizing of the common facility. Efforts to acquire or control the assignment for the purpose of earning rents may provoke competition among rent seeking entrepreneurs attempted to secure their rights.  In the scarce of ownership rights the fair deal is to auction the right, with the assumption that successful bidder will take the rights almost equivalent to the real value. In this case "…the wealth increment generated by the change in institutional structure is channeled from the new owners of the rights to the society…" (Buchanan 1980, p.185)
In this context, rent seeking may not be necessarily illegal or immoral. (Coolidge & Ackerman 1995, p.03) However, the results may become contrary to the expectation of many particularly in emerging free market economy countries, where some corrupt rulers may support privatization to maximize their own benefit by demanding shares, similarly to corrupt rulers who may support inefficient nationalizations that keep certain enterprises in public hands to generate additional waste. (Coolidge & Ackerman 1995, p.08)
Many studies confirm the significance of corruption in facilitating rent seeking entrepreneurs to manage to pursue the decision maker such as government officials and politicians to help them to secure the rights. In this case nothing is done for public interest. Different statutory or regulatory which grant special privilege to the "deserving" citizens will be passed in favor the clients. (Krueger 1974, p.52) As rent does not recognize the public interests, the special privilege they offer to their clients lead often few to benefit from huge wealth transfer from poor people to privileged beneficiaries.
The rewards to individuals or groups engaging in unproductive activities to obtain the rights take often place in the form of money bribery or other shapes such as hiring relatives of the influential figures or employing the politicians or government officials themselves upon retirement. (Krueger 1974, p.54) In this case often the “power to assign property rights can secure the full value of the facility. The net wealth increase that is due to the efficient use through time is fully captured by the politician-bureaucrats,” (Buchanan 1980, p.185) 
2.2.3. Social Cost from Rent Seeking Activities
The relationship between politicians and rent seeking entrepreneurs incur often lots of social cost, due to the fact that relationship is maintained by resources which are extracted from productive activities and transferred to unproductive profit-seeking activities such as corruption and election campaign contributions. (Orr 1980, p.223)
The illegal opportunities given to few encourage often the transfers of the public resources from the victims to thieves (rent-seekers) who are encouraged to invest more in theft through rent-seeking.  However, the victims are aware of the possibility of theft and focus on prevention of theft. Considering the social cost of theft that is the amount of resources invested and the opportunity costs of the resources consumed, it would be wise if the danger of theft (rent seeking) could not be exist. (Posner 1975, p.72) Let us assume the victim in this case is government. The assumption is it would often focus on overcoming the problem by dedicating its efforts on the final outcome. By doing that the government is neglecting the course of action where the outcomes were generated. This action may encourage more rent seeking activities, as both the victims’ and rent seekers’ resources are invested unproductively, and the social loss is imaginable. (Posner 1975, p.72)

According to Tullock (1967), giving market privileges to some people at the expense of others has its own social cost, primarily due to the fact that price of the product tend to increase, and on the other hand quality, quantity and consumption tend to be inclined, and this can be considered as loss to the whole community; simply the benefits to the gainers are often less compared to the losses the public incurs. However, as income transfer is huge, and potential concession enabling the beneficiaries to extort super-profit from customers is available, this opportunity lead often other entrepreneurs to join in the race by investing their resources in the attempt to secure a privilege to the point up marginal cost equal to discounted returns. (Tullock 1967, p.48)

Nevertheless, the particular society incurs another loss since the super profit from the business is transferred from the poor masses to the owners of the concession. Consequently, the beneficiaries get rich at the expense of the rest of the society. (Tullock 1967, p.44) The implication of this action is allowing the "deserving" citizens to distort the domestic market by setting up higher prices unnecessarily, in order to extract super profit from local consumers. (Tullock 1967 p.40) 

However, as many have to pay and small number of criminal type of elites will earn large sums, a huge amount of money and resources will go unnoticed and it is hard to identify the wealth the society have lost. (Tullock 1967, p.44)  In this case those few, who managed to accumulate a fortune at the expenses of the community, try often to find protection. In this case they will start to be active in the politics through their contributions to the politicians’ and generous contributions to ‘development’ project to the government. Nevertheless, this fortune, which they actually earned through the treatment they received differentially, will enable them to dictate government decisions for their own benefits. Consequently, the politicians will become slaves of few entrepreneurs at the detrimental of the whole society.  
2.2.4. Rent Seeking in Representative Democracy
Rent-seeking was largely created in the course of political means and incentives such as restrictions or monetary incentive policies, allowing politicians as well as government officials to influence the market through political means rather than through economic means. While the market focus on the cost of production, distribution of costs and benefits, the rent seeking political machinery centers often on its own benefits due to political pressure from group which benefits from the cost imposed and disperses to entire population. This action is often seen as a blow to individuals’ commitment and discourages them not to use their resources efficiently. (Lee and Orr 1980, p.114) 

However, rent seeking in political sphere seems to be rather common in many developed as well developing states. In politics rent seeking occurs when political systems ‘allows’ politicians to use their position and power at disposal to further own interests, rather than general public interests. In order to achieve their ambitions, a politician creates a suspicious connection to further each side interests in collusion with lobbying groups. In this case  lobbyist tends to allocate significant amount of money to buy legislators who in return will “sell” favors to support some legislations or Acts in exchange of favors, political posts, campaign contributions or votes. (McCormick 1980, p. 295) 
According to McCormick (1980), rent seeking activities in politics originate from engagement of lobbyists in politics, in an attempt to maximize the returns through wealth transfer in favor to their interest group. Even though in principle legislators have to act as the masses’ agents in law making process, the reality is always vice versa due to the assumptions, that the mass have incentive at disposal to influence the legislators’ actions. Legislators promote often legislation and Acts which benefit them at the expense of the whole society. (McCormick 1980, p. 297) 

These actions may be referred in this thesis as rent seeking in representative democracy and politics, because the rent seeking activities in democracy are mostly concerning to legislation which is harmful to the majority but very profitable business to few politicians. (McCormick 1980, p. 297) However, political rent seekers are often motivated by material gain. The value of favor and the legislation purchased by lobbyist is likely unmatched with the windfall profit to the interest group due to “…the price paid by the interest group in the form of campaign contributions, […] and other material payments.” This imbalance is often equalized by other incentives such as post-elective employment opportunities such as ministerial posts or future employment as consultants or contractors. However, the pre-condition to achieve the post is legislators support for the significant legislations. (Gibson 2003)

In most of the transition democracies, ‘one man - one vote’ policy is not always a case.  What is often observed is that the interest groups use the influence of the few politicians for achieving whatever in order to maximize return instead of investing by buying a huge number of legislators. This is due to the homogeneity of legislators and identical backgrounds such as majority of legislators coming from the same political party. In this case individual legislator’s influence within a political machine matters most. As we noted how expensive it is to invest to legislators, all rent seekers’ efforts are invested on influential legislators, first those who have ability to manipulate other legislators in their favor, secondly those who are mostly observed as role models due to their long term serving in the legislature board, and thirdly those who have certain influence over other legislators. (McCormick 1980, p. 295)

The impact of rent seeking in representative democracy depends much on the level of accountability which the politicians are facing. In case the level of accountability is low, the possibility of diversion of public resources to their own pockets will be rampant and the political party will always be funded by its corrupt members and in return they will be systematically protected. (Svaleryd 2007, p.2) Although the protection positions the party and the politicians in the hard place, these actions of the political party are often proved to be hard to resist since the project is run by their own dedicated voters or supporters of the political party. 
2.2.5. The Rent Seeking Dilemma
Rent seeking activities are always surviving at the cost of the entire population. This is because the cost invested by rent seekers to obtain influence monopoly such as “preferential government treatment through campaign contribution, lobbying, or bribery” could be invested in more productive way. (Lee and Orr 1980, p.134) It is essential to fight against the political manipulations in dealing with appointments jobs. The laws must be tough and “more expensive or more difficult to influence the government—such as the campaign contribution laws—may have considerable net gain by making the rise in marginal cost steeper” (Tullock 1967, p.104). Whatever actions taken to restrict political manipulations, such campaign contributions must be placed in a way that it increases the cost to potential lobbyists and not for public. (Tullock 1967, p.104)
Although many see rent seeking activities as more profitable when the players are few, it may be claimed that when the number of players increases, it lowers the payments, and it would automatically lead to decrease the total amount of profits. Also, the reward diminishes as the rent seekers realize smaller marginal from the rent seeking activities. In contrast, others may argue, that one can reduce or eliminate rent seekers as well as rent seeking by instigating civil war or assassination of those key figures who are engaging in the rent seeking activities. Despite of the high cost of this action, it may reduce the number of people who would think to engage and compete for rent seeking. (Tullock 1967, p.103)
 
According to Coolidge & Ackerman (1995), the level and impact of rent seeking activity varies depending on the behavior of rent seekers and if it takes place within the market parameters or political governmental decision making structures. For instance, the studies suggest, poorly functioning government is likely to be surfaced by corruption and rent seeking. By rewarding more public official without fundamental change in the behavior of public institutions, it is unlikely to overcome the problem. (Coolidge & Ackerman 1995, p.05)
However, different option to stop rent seeking may be employed, including rent seeking prevention; of course its success depends on the amount of resources invested and other models of preventions. Tullock (1967) claims that this attempt may pay off but the rewards from the rent seeking activities must come to equilibrium to the society investment on prevention. The impact of investing on prevention and protection against theft through rent seeking is tremendously costly, since the society is compelled to invest its financial capital in modern preventive techniques and equipment as well hiring more labor such as policemen in the prevention against theft. (Tullock 1967, p.46)  
Consequently, the large amount of resources are invested in preventing rent seeking, which is considered as legitimate income and potential activity by rent seekers, and the law plays significant role in protecting the income obtained through the rent, “[resulting to] very substantial diversion of resources to fields where they essentially offset each other and producing no positive product” (Tullock 1967, p.48). 

2.3. Predatory State Theory 
In the following, the thesis presents predatory theory which is similar to rent seeking and will be used in the analysis part interchangeably. The theory will help the study to explain and understand Tanzania in the post Washington Consensus era, which is seemingly attracting a massive foreign direct investment and impressive records on economic growth, and still on the other hand we see that poverty takes more ground as the state elites enrich themselves, using the state apparatus as a tool for wealth accumulation and protection of the illicit capital accumulation.
2.3.1. The Distinction of Autonomy and Predatory state

According to Evans (1995), most of the developing states have a tendency to look upon themselves as autonomy states. It is not the intention of this research to engage in the debate of ‘autonomy state’, however, majority of them are characterized more with ‘predatory state’ behavior than ‘autonomy state’. For instance Evans (1995) argues any autonomy state must have ability to formulate collective goals, maintaining law and order as well as working ethics within the government frameworks, which is a rare commodity in predatory state. In the autonomy state no government officials or class and civil servants are allowed to misuse the public offices for personal gains or let an individual to pursue own interests, (Evans 1995, p. 43) It is also beyond imagination to find the courts or administrative office where right and wrong is measured by the bribe one paying to officer in charge or judge, the factor which extremely common in almost all predatory states, as Zairian archbishop lamented:

Why in courts do people only obtain their rights by paying the judge liberally? Why do the prisoners live forgotten in prisons? They do not have anyone who can pay the judge who has their dossiers at hand. Why in our offices of administration, like public services, are people to return day after day to be able to obtain their due? If they do not pay the [government officials or] clerk, they will not be served.” (Evans 1995, p. 46)

The statement above replicates a very common feature found on the administration corridors of the predatory countries. By looking the role of the responsible or autonomy states, we find that there is a construction of rules which are enforced without preferential content. The rules are consistent and predictable some of these rules may take the form of promotion which “aimed at providing stimulus and incentives. [Although] others [rules may] take the opposite tack” (Evans 1995, p. 78). However, for the common good, states in transformation are required to lay down rules and enforce those rules to prevent any attempts of individuals to get rid of it. 
2.3.2. The State-society Relations in the concept of Predatory State
According to Tullock (1967), in every state the citizens are compelled to pay taxes to the government to enable the government to run the state affairs efficiently. In return the state has a duty to transfer the funds through redistribution which has to benefit every citizen. This tax which is imposed has a tendency to increase the price of the product, resulting to added price cost to the people who will buy the product. However, the buyers of the product contribute to the government income. Therefore, it is positive for the government to spend this income carefully and productively in order to benefit everyone. If the government spends the revenues in unproductive projects, this act lead to increase the public burden due to “(…) social cost of the total package of tax and wasteful expenditure [of the resources] plus the total tax revenue” as few benefit from the existence of the tax and no one gain from the expenditure, eventually this act decrement the economy, not because the citizens are reluctant to pay tax, but the public resources are wasted by the few (Tullock 1967, p.41).
According to Evans (1995), predatory states focus often on the defined terms of developmental outcomes. Without regards to their people, some states extract a huge amount of money which otherwise could be invested in other developmental sector, put little in "collective goods" and plunder the rest of the money with no regards for welfare of the citizens. This always acts as a barrier for any economic transformation. In contrast:
"...other states foster long-term entrepreneurial perspectives among private elites by increasing incentives to engage in transformative investment and lowering the risks. These states may not be immune to using social surplus for the ends of incumbents and their friends rather than those of the citizenly as a whole, but on balance the consequences of their actions promote rather than impede the transformation." (Evans 1995, p. 44) 
The above-mentioned is opposite to the predatory governments which actively engage in massive looting the resources, but are always ineffective in providing decent life to its citizens, failing to pay decent salary to its civil servant and incapable even to provide minimal infrastructures to a reasonable number of its citizens (Evans, 1995p. 43), under predatory government citizens cannot expect the government to provide something equally to what they pay through their taxes. As the benefit fail to trickle down to the people, masses would desire to strikes. However, predatory governments are well effective at repression of any individual or social groups which emerge and try to thwart the government’s predatory activities. (Evans 1995, p. 47-227) 
One may argue it is right and state responsibility to bring order; in fact it is true, the legitimacy of any state lies on its ability to control law and order on one hand, as well as peace and tranquility on the other hand. However, in order to achieve that, the state apparatus must assume its responsibility of collecting taxes from anyone who is eligible to pay it according to his means and income. Failing to do that the state will fall in short paying salary for civil servant, the state will fail to build infrastructure and as a result it will never have means to pay enough salary to those who have responsibility of regulating law and order, such as police force, judiciary, the army and other civil servants. When these state's visible representatives live on the backs of ordinary people, the law and order of that country is often in question. (Evans 1995, p. 43)
This is due to predatory developing states characterized by internal weakness in state-society relations which makes the state unable to engage positively and constructively with civil society. As a result, states apparatus work systematically as destabilizing agents and the state emerge quite effectively at disorganizing any organized social group at the national level. However, “Lacking its own program of social and economical transformation, the predatory state is threatened by the potential agendas of civil society” (Evans 1995, p. 47).
However, as the responsibilities of the state and its apparatus shift from the guardian of the natural resources and law and order to systematic looters of whatever possible from vast deposit of minerals to government cashes in the central bank, all of these often happen in order to extract vast personal fortunes to afford luxuriant life styles at home and other mansions abroad as well as to invest in foreign accounts (Evans 1995, p. 43).

2.3.3. Nepotism and Kleptocrat in Predatory State as a Barrier for 
           Transformation

The “kleptocrat” in predatory state is characterized by their favor and support for policies which would give them opportunity to extract rents and in contrast they would oppose policies which do not benefit them even if such policy would higher social wealth (Coolidge & Ackerman 1995, p.07). 

Developmental states are characterized by patrimonial qualities comprised by traditionalism and arbitrariness. This is often occurred when the state’s economy is dominated by pre-capitalist features, such as "state apparatus is vested in a small group of personalistically interconnected individuals. At the pinnacle of power is the presidential clique”(Evans 1995, p. 46), who may appear in the form of advisors or just friends. This clique often comprises a number of people described as president's most trusted kinsmen, who often occupy most sensitive and lucrative positions such as directors of parastatar, secret police, interegence, and sensitive ministerial posts (Gould 1979, cited in Evans 1995, p. 46). However, out of this group, there is other group known as "Presidential Brotherhood" who is neither kin nor presidential clique, but their survival depends much on their personal ties with the president and his clique (Evans 1995, p. 46).
 
The prevalence of the "presidential clique" and "Presidential Brotherhood" allows often personal interests and individualist behavior to dominate social and economic spheres, which leads to personalism and plundering. As this attitude starts from the top, it often destroys any possibility for rule of law and ethical behavior in the public offices at the lower levels of the bureaucracy and as a result maximum power lay on individuals who cannot be questioned. Consequently, people’s rights in the justice system become a commodity, as Lemarchand (1979) quoted Mobutu: "Everything is for sale, everything is bought in our country. In this traffic, holding any slice of public power constitutes a veritable exchange instrument, convertible into illicit acquisition of money or other goods" (Evans, 1995, p. 46).
 
In addition, when the notion of "everything is for sale" occupies people's mind and destroys social consciousness, "marketization" and personalism dominate the rule-governed bureaucratic behaviour, who focus much on making a quick wealth and money. In this place whoever investing in a long-term projects is considered more fool than an investors. In this environment it is impossible to have an investor who invests in long-term productive and profitable investment or hope for "the development bourgeoisie oriented toward long-term productive investment" (Evans 1995, p. 47).

Evans (1995) describes that predatory states focus often much on defined terms of developmental outcomes. Without regards to their people, some states extract a huge amount of money which otherwise could be invested in other developmental sector putting little in "collective goods" and plundering the rest of the money with no regards for welfare of the citizens. This acts always as a barrier for any economic transformation. However:

"...other states foster long-term entrepreneurial perspectives among private elites by increasing incentives to engage in transformative investment and lowering the risks. These states may not be immune to using social surplus for the ends of incumbents and their friends rather than those of the citizenly as a whole, but on balance the consequences of their actions promote rather than impede the transformation." (Evans 1995, p. 44)  

 
Evans (1995) states that the legitimacy of any state lays on its ability to control law and order on one hand and peace and tranquility on the other hand. In order to achieve that, the state apparatus must assume its responsibility of collecting taxes from anyone who is eligible to pay it according to his means and income. Failing to do that the state will fall in short paying salary for civil servant, the state will fail to build infrastructure and as a results it will never have means to pay enough salary to those who have responsibility of regulating law and order, such as police force, judiciary, the army and other civil servant. Consequently, when these state's visible representatives live on the backs of ordinary people, the law and order of that country is often in question. The responsibilities of the state and its apparatus shift from the guardian of the natural resources and law and order to systematic looters of whatever possible from vast deposit of minerals to government cashes in the central bank. All of these happen often in order to extract vast personal fortunes in order to afford luxuriant life styles at home and other mansions abroad, as well as investments in foreign accounts. (Evans 1995, p. 43)

 
When looting becomes a taboo, the citizens cannot expect the government to provide something equal to what they pay through their taxes. In this case some of the predatory states tend to use what Man (1984, cited in Evans 1995, p.45) called “infrastructure power” where the weakness within the state compel the government to penetrate the society and manipulate the public to enable them to implement whatever decisions which furthering the interests group wealth. Consequently, the social and physical infrastructure tend to deteriorate, social opportunity decline and the GNP and GDP will never reflect the life of the regular people, gradually moving the resources-rich-countries towards the bottom of the global hierarchy of countries with its citizens living in misery and bad living condition, while leaders and their cliques within the government apparatus engage in systematic looting of the country resources which can be visibly noticeable through their luxuriant life style and the un-matching to their income fortune which they own.  (Evans 1995, p. 43)

The predatory governments engaging in massive looting the resources are always ineffective in providing decent life to its citizens, failing to pay decent salary to its civil servant and incapable even to provide minimal infrastructures to a reasonable number of its citizens. (Evans 1995, p. 43) As the benefit fail to trickle down to the workers, masses are compelled to strikes. However, these governments are well effective at repression of whomever individual or social groups emerging and thwarting the government predatory activities. (Evans 1995, p. 47-227) Predatory developing states are characterized by internal weakness in state-society relations which makes the state unable to engage positively and constructively with civil society. As a result states apparatus work systematically as destabilizing agents and the state emerge quite effectively at disorganizing any organized social group at the national level. However, “Lacking its own program of social and economical transformation, the predatory state is threatened by the potential agendas of civil society” (Evans 1995, p. 47).
The power and resources employed by predatory government in subjugation of its own people who lawfully stands and question the state is always exceeded the effort of the very same government on development projects such as infrastructures. According to Michael Mann (1984, cited in Evans 1995, p. 45), this attitude is referred as "despotic power" where the state would take any decision whether institutionalized or not, contrary to the public opinion. This is due to "infrastructure power" where the state holds all the mechanisms to manipulate the masses and implementing its decisions. Although these states can prove themselves able to extract and appropriate resources, they are often unable to transform the economy and social structure over which they are presides. (Evans 1995, p. 45) 
2.3.4. Extractive Industry in Predatory Based Economy
In general, multinational mining companies are not always willing to incur substantial amount in investing, without securing an agreement with the host government which regulate the forms of relationship between the government and the mining companies during the life time project. (Brown 1984, p.221)
Without doubt, natural resources are one of the factors contributing significantly to any economy regardless whether those are imported or locally produced. Having natural resources helps a number of countries’ economies to grow tremendously. However, evidence shows that resource abundant countries experience lower average of growth compared to resource-poor countries. For instance countries such as Singapore, Hong Kong, South Korea and Taiwan prove how a little-natural-wealth country can grow fast economically, while enormous resources countries such as Angola, Sierra Leone and Zaire have poorest economic performance, as described by Boschini (2003, p.2)
However, it has been observed there is a negative relationship between economic growth and natural resources to a number of countries, many of those are found in LDC which are dubbed as “resource curse countries”. Lane and Tornell (1999) and Torvik (2002), cited in Boschini (2003), offer an explanation on why natural resources have often negative effects on growth to some countries. In their explanation they developed theoretical models of rent-seeking and found out a strong correlation between resource abundance and “non-productive” activities; this is due to the availability of resources providing incentives to rent seekers to engage in activities enabling them to capture rents from the resources. (Boschini 2003, p.7)
The impact of natural resources, such as minerals, on economic growth of extractive industry economy country is always depending much on the institutional quality of the particular country. For instance Boschini (2003) argues, the question of whether natural resources is good or bad for the country’s development is surrounded with several factors, such as the interaction between the institutional setting and resources founded in that country, since to some countries, for economic or technical reasons, natural resources are alleged to be the cause of rent seeking and conflicts if the institutional quality is low and vice versa if the institutions quality is good enough. (Boschini 2003, p.4) Boschini’s argument is built on a number of countries which do well from similar natural resources. For instance diamonds help Botswana to be one of the fastest growing economies, on the other side diamonds made Sierra Leone to find itself in constant conflicts. (Boschini 2003, p.2)
3. THE BACKGROUND OF EMBEDDED TANZANIAN EMBEDDED
    AUTONOMY
3.1. Tanzanian Post- Independence Development Paradigms 

Tanzanian development paradigms after the independence were characterized and based on embedded autonomy concepts. For instance, industrialization was one of the top agenda in Tanzania and it was seen as an urgent matter. As Tanzania was so suspicious to foreign capitals, the efforts were made to facilitate the industrialization process through government direct investment in potential productive industries. This process was planned and controlled by the government in order to enable the state to allocate resources. (Gallagher 1991 p.5)

As Tanzania was under policy known as African socialism, the government allocation of resources and possession of all means of production was seen by the development theorists as well as Tanzania leaders as the only way to transform the Tanzanian economy from agrarian to industrial-based. On the other side, it was believed that the policy will stimulate and protect the local industries. Gunnar Myrdal (1957) supports the idea of the poor state to favor and protect domestic manufacture production as he says: 

“[The] international trade does not work toward equality in the remuneration to factors of production. If left to its own course economic development under free trade tends to award favors to those who are already well endowed and even to thwart the efforts of those who happen to live in regions that are lagging behind.” (Gallagher 1991 p.6)

In 1950s and 1960s, several development theorists and scholars have promoted the poor state autonomy as they have been concurred with the “African socialism” policy; for instance, Prebisch (1950, cited in Gallagher 1991) argues, that Africa economy is lagging behind in view of the fact that its economy lies on raw materials export-oriented and dependency on the import of manufactures goods. Prebisch proceed that as income and price elasticities is not always favorable for less developed countries, consequently the LDC “would face continuing deterioration in their terms of trade and would not be to achieve the objective of development” (Gallagher 1991 p.5). To protect their cause, poor countries must transform their economy and move to industrial sector. 

3.2. Arusha Declaration: Tanzania towards Single party and Central 
       Economy Supremacy

Following the Arusha Declaration in 1967, Tanzanian government adopted central economy system, where all means of production were placed under the state, and socialism policy with self-reliance was the central focus of the policy, while Import Substitution Strategy was a means to promote industrialization. According to Kanaan (cited in Harris and Kultarni 2004), Arusha Declaration had two objectives: to facilitate progress of ambitious investment programmes, in order to expand the industrial sector; and to establish a number of significant publicly-owned enterprises that sooner or later would dominate the economy.  This initiative comprises the strict quantitative controls on international trade and severe foreign exchange control. (Harris & Kulkarni 2004 p.177)

The centre of attention of the Arusha Declaration was that a man was the main target of development, where to the society was given a priority to make sure that every member of the society enhanced to cope with the progress. In this case state ensured its citizens equal distribution, accompanied with the strong desire to eradicate poverty by using resources to increase the life standard and to raise the quality of life for everyone. In this case education became eventually a corner stone to realize development, and it was given a special emphasis. In this context, the state provides Universal Primary Education aiming to build a strong national identity and that was implemented by focusing on Education for Self-reliance. (Hussmann 2007, p.180) All services were provided by the state due to the fact that Tanzanian policy change needed to combine social changes vis-à-vis economic changes. 

Borrowing Deng Xiaoping’s ideas of development that it needs one for “grouping for stones to cross the river” (Ramo 2004 p.4-8), in this case, for any successful transformation the main goal of development should be to improve society for common good, and only the target-society knows what kind of changes is needed and they can figure out who or what fits where. 
As it is almost impossible to achieve development without good leadership, Arusha Declaration set a code of leadership, where according to Tripp (1997, cited in Hussmann 2007) the code was introduced to discourage the rent-seeking and predatory activities within the government. The code of leadership was conducted by “…prohibiting party and government officials in any private business, limiting severely the ability to earn wealth through the hiring of labour or renting property” (Hussmann 2007, p.180). In addition to that, Arusha Declaration leadership code denounced seriously any attempt of anti-peoples’ justice (“Rushwa ni Adui wa Haki”); under the code it was unethical for a leader to offer or accept bribes (Nyerere 1968). 

Nevertheless, even if the code of leadership existed, the corruption practices were observed as some government officials tried to exploit the system, by soliciting and accepting different forms of corruption in exchange of some favors such as employment opportunity. Although corruption existed, it was an urban phenomenon, since this form of corruption was limited only to public officials who were mostly located in urban areas. However, the government took appropriate measures against a small group of corrupt officials who were engaging in corrupt activities for the purpose of expanding economic base. (Mhando 1995 p.15) 

In sum, the leadership code specified ‘the conflict of interest’ -rules to the government officials and discouraged them from illicit wealth accumulation activities. Furthermore, under socialism Tanzanian government tried to provide all necessary goods and services to its citizens, until the country started to experience economic difficulties. (Afrodad 2007 p.12) 

4. EMPIRICAL DATA

4.1. Tanzania Economic Crisis
Following a major ‘balance of payments’ crisis in the beginning of 1970s, Tanzania started to experience a series of economic crises one in top of another. However, Tanzania managed to survive from several economic crises and undertook several reforms to stabilize its economy. In the 1970s, Tanzania survived from two major economic crises; the first one was in 1973, where two factors were claimed to be responsible for the crises: weaknesses within domestic policy which embedded on excessive public expenditures; and crop failure due to drought exacerbated by the price declining of the primary products in the world market and weakening the terms of trade following the oil crisis. (Harris & Kulkarni 2004 p.179)

In response to this crisis, Tanzanian government increased the control over the economy by taking different measures, such as expanding the intervention of central economy beyond the limit set forth in the Arusha Declaration. As Tanzanian government received a generous foreign aid from donors with little conditions on economic reforms, this helped the country to overcome the crisis (Harris & Kulkarni 2004 p.179), which mainly was caused by lack of foreign reserve.

The problem of foreign reserve continues to be a problem for Tanzanian government for a long. However, what is strange about the case of Tanzania is that even though the country’s foreign reserve was troubled for considerable long period of time, yet, the country was reluctant and suspicious, and constantly tried to avoid taking conditions-entailed loans. Instead, the country managed to bargain and secure several loans with soft conditions or not conditions at all. Tanzania managed to secure this through 25 per cent of a member’s quotas loan, where the loan of SDR
 6.3 million from oil fund, and SDR 10.5 million in one year standby arrangement in August 1975 are few examples. (Vreeland 2003 p.334) 

The IMF articles of agreement (IMF 1997: Article V, Section 3) stipulate that when a country lacks of foreign exchange and it is in need to make the purchase, due to “…its balance of payments or its reserve position or developments in its reserves” (Vreeland 2003 p.323), the country may enter in the arrangement with IMF on certain condition which will be imposed to provided government. For the Tanzanian case the story was different, due to the government opposition to the IMF conditions. For instance in 1975, the IMF was ready to give loan to Tanzania with only one condition: the “domestic credit usage by the public sector be constrained” (Vreeland 2003 p.334). Even though Tanzania was badly in need of foreign exchange, yet, the government refused the conditions, leaving the IMF with no other options than to give the government more soft conditions which the government eventually accepted. (Ibid 2003 p.334)
Nevertheless, the country faced another shortage of foreign reserves in 1979, and the IMF acted toughly and responded to the Tanzanian government’s need by “[removing] restrictions over imports, foreign exchange and price controls, devaluation of national currency…” The government response to the IMF request according to Kihondo (1992, cited in Vreeland 2003 p.334) was to accuse the IMF for being opportunist by taking advantage of the economic difficulties in order to advance their own policy through austerity measures attached with the loan. In the same context, Tanzania continued tirelessly negotiating with the IMF for the soft loan conditions; as a result Tanzania secured ‘extremely soft conditions’. Moreover, Stein (1992, cited in Vreeland 2003 p.334) notices that the program ended in 1980 as the government dishonored the agreement by exceeding the limit on public borrowing. 

In many ways lack of foreign exchange may be perceived as a genuine reason for a poor country such as Tanzania to accept the IMF austerity measure, but the truth may be vice versa as Graham Bird (1996) argues: although foreign reserves may influence the demand for the IMF arrangements, but “neither a current account nor an overall balance of payments deficit provides sufficient motivation for seeking Fund support” (Vreeland 2003 p.322).  For instance, the shortage of foreign exchange in Tanzania was a dominant feature of the economic crisis in the beginning of 1980s; even though it was evidently in 1982-1983 that Tanzania was really in need for the IMF loan, due to its foreign reserves being low, the government chose not to sign the IMF agreement due to hard conditions imposed by the IMF
. (Vreeland 2003 p.333)
Tanzania found itself in a second economic crisis which began in 1979 and last until 1986. According to Van Arkadies (1995, cited in Harris & Kulkarni 2004), this series of economic problems mainly were caused by external factor rather than internal. The crises started by collapse of the East African Community (EAC), followed by the second oil shock,
 hence declining again in the terms of trade. Additionally Kagera-war placed Tanzanian economy even more in trouble, since the war entailed a great deal of financial resources. (Harris & Kulkarni 2004 p.179)
According to Koponen (2003), in the beginning of 1980s it was evidently that Tanzania economy was heading to nothing rather than a disaster; since the exports collapsed due to declining agriculture sector and domestic market found itself in trouble as many commodities disappeared from the shops. Consequently, imports soared and discouraged per capital growth rates and brought about a shortage of foreign exchange; hence “…black market rates of the Tanzanian shilling [to] a multiple of the official one and inflation skyrocketed. What capital was circulating there increasingly fled the country” (Koponen 2003 p.125).

Although the economic transformation was high in Tanzanian economy agenda, in total series of poor crop harvests, increases in the prices of domestic and imported manufactured goods, fall in prices of Tanzanian exports, Ugandan war cost and the disintegration of East African Community were factors for worsening the Tanzanian economy in the beginning of 1980s (Maliyamkono and Bagachwa, 1990; Bagachwa, 1992). The situation was exacerbated by economic suffering from 1970s, following series of oil price fluctuation, accompanied by constant price shocks which caused disproportionate impact to the global economy, so poor country like Tanzania was impacted negatively, since the price shocks led the Tanzanian economy to “stagflation” and sent the country to economic instability for decades. (Gilpin 2001 p.59-60)
4.2. Tanzanian Economic Reforms

Contrary to Graham Bird’s (1996) argument that “…an overall balance of payments deficit [do not necessarily] provides sufficient motivation for seeking [the IMF] support” (Vreeland 2003 p.322), the series of global economic crises lead the foreign reserve to reduce significantly, forcing Tanzania to succumb to the “…IMF standard medicine of the liberalization of the economy and sharp devaluation of the Tanzanian shilling” (Koponen 2003 p.125). These were the conditions Tanzania was required by the international financial institutions to undergo in order to secure funds. Other conditions were to restructure the economy by reducing the public sector involvement and minimizing the state intervention in the market. (Briggs & Mwamfupe 2000 p.800)

Under the new government of reform-minded leadership of president Mwinyi who came to power in 1985, Tanzanians were able to witness the contradictions of liberalization process within the government and also the ruling party, which opposed the liberal reforms. As Kihondo (1992, cited in Vreeland 2003 p.337) explains, “…Tanzanians [observed] a constant tug of war between those leaders in the government and party who wanted to remain true to the spirit of [Tanzanian socialism] and those who pushed reforms.” However, due to what scholars regard as contradictions within Tanzanians decision makers, one thing was clear: the Mwinyi’s government lacked support from the ruling party in its efforts for economic reforms agenda. (Vreeland 2003 p.337)


Due to the economic difficulties, shortage of foreign currency and the dramatic increase of the government deficit were worsened by the internal resistance of reforms within the ruling party. Eventually, bluntly without support of his party, president Mwinyi took his own way and initiated further economic reform (Vreeland 2003 p.337). The decision led the Tanzanian development policies and strategies to give up to the IMF/WB pressure, which finally led the country to surrender to the International Monetary Fund’s and the World Bank’s famous conditions known as the Structural Adjustment Policies (SAP). 
Following the agreement with the IMF, Kiondo (cited in Vreeland 2003 p.337) explains, that in September 1986 Mwinyi’s regime was rewarded by the IMF with SDR 64.2 million, the money which was given as a tool to be used for those who support reforms against those who opposed within CCM. Consequently, Tanzania was required to undergo economic reforms, which in fact went totally contrary to the 1967 Arusha Declaration theory, which aimed to promote African socialism and Self Reliance as guidance principle. Under Arusha Declaration, the Tanzanian nation identified three “enemies” that the then Tanganyika government in 1961 had declared war against: poverty, disease and ignorance; a war which Koponen (2003) argues is still being plainly unfinished. (Koponen 2003 p.138) 
4.3. Political-Economical Change in Tanzanian Free Market Economy
The political environment during the major economic turn of the 1980s and 1990s was characterized by an assumption of irrationality or inability of people to determine their own fates under the free market economy. This is due to a strong single party ruling system, which made it impossible for Tanzanians, as well for trade unions and civil society, to oppose any SAP implementation. For the ‘strong-state-single-party-hegemony’ like Tanzania, it is common for law-enforcement apparatus, legislative and economic institutions to work cohesively together to protect the status quo
. In this context, Tanzanian state is not far from Max Weber’s (1978, cited in Tsai 1998 p.101) ideas on self-interested patrimonial states, where the ruler maintains political orders and all the state apparatus are acting as a means of individual accumulation.  
Although the political changes were endorsed by the parliament in 1992 to legalize the multiparty system, yet in practice the political system and bureaucracy remained within the ruling party. According to Barkan (2000) and ARD/USAID (2003) (cited in (Hussmann 2007 p.176), Tanzanian constitution vests massive powers in the executive body and the president, who have almost absolute power with right to appoint almost every public senior official, the right to dissolve the parliament and the right to order any ministry to enter any sorts of contracts on behalf of the state
. These rights created and encouraged the concentration on the decision-making at the top. Nevertheless, the executive powers threaten the independence of the judiciary and legislature, since the administrative and financial decision has to be made by the executive. (Hussmann 2007 p.176)

According to Max Weber’s views, these systems are often lacking check and balance due to privilege group often forging strong coalition and solidarity in order to protect each other by “[increasing] the member’s knowledge of the common nature of their interests…”  (Tsui 1998 p.102). Consequently, this leads the democratic, accountability and transparency deficits to be common features in the economic and political affairs, worsening any possibility of a poor country to achieve an economic growth through economic reforms the government implemented. (Hussmann 2007 p.176) 

A number of studies explain the economic stagnation in developing countries. Substantial amount of these studies have been focusing on two points as a reason to stagnation of African economic growth: “[the] form of capitalism emerged in most of African countries [; and secondly] this capitalism is flawed in fundamental ways that render its ability to promote growth problematic” (Heilman and Lucas 1997 p.141).  For instance in Tanzania the patrimonial regime is too strong in extracting the public resources for distribution among exclusive group due to economic power structure, this carries on the states to be extremely dependent on the donors and individuals for achieving their own economic goals. Consequently, the social fabric such as the ruling party and the government rely upon business elite or donors, who contribute generously in exchange of obtaining the desirable favor from government as well social support (Tsui 1998 p.101; Heilman & Lucas 1997 p.141), not for the benevolent of the nation, but in order to advance their individual interests.

These actions in Tanzania have caused collision among the members of the elites group; consequently, their struggle within the ruling party and the government, in order to protect the status quo in a new free market economy in Tanzania, opened a gate for several challenges for several coming years in Tanzania. The economic reforms, which Tanzania entrusted, will hill the economic crises to become vehicles of enrichment for few powerful people who find themselves in bureaucratic positions as party officials and for their partners in the business sector. (Hussmann 2007 p.175) 

In sum, the free market economy brought Tanzania to a new regime which the sociological theorists coined as state-as-a-special-interest-group (SASIG) (Tsui 1998 p.102). For instance the study of Heilman and Lucas (1997 p.141) viewed Tanzanian economy in the form of “…coalition of classes, ethnic and sectoral interest groups with a shared common goal to facilitate political and economic reforms conducive to the advancement of a capitalist system.” 
4.3.1. Post-Zanzibar Resolution and Tanzanian Political Economy

In 1991, Zanzibar Resolution abandoned the leadership code, and the Arusha Declaration principles together with the policies guiding sectoral development were practically deserted. Hence, few people who retained political or economic power misused their position and enriched themselves at the expense of masses. The free market economy in Tanzania was characterized by the absence of leadership code, and good leadership became a scarce commodity. SAP became patrimonial project where public enterprises were thrown away to foreigners and local elites.  
The first multi-party elections in 1995 brought Benjamin Mkapa (1995-2005) to power with focus on three main agendas: poverty reduction and growth, service delivery, and anti-corruption and accountability. Mkapa’s government inherited in many ways a non-functioning government, where corruption was order of the day and spiraled out of control. (Hussman 2007 p.178) However, as his predecessor, Mkapa’s government was not immune to corruption: his government suffered from a series of grand corruption scandals which some involved himself directly together with his party and other political allies. 
President Mkapa has been accused for engaging illegally in business and his government entered several unlawful and unfavorable contracts while he was in the state house (The Guardian 12/04/2008). Nevertheless, the then President has been accused for illegally possessed public property while he was still on the power. For instance, president Mkapa and his energy minister have been accused for occupying illegally a public coal mining enterprise, known as Kiwila Mine. (ThisDay 24/04/2008)
The new government, under the current president Kikwete (2006-2010), enjoys broader support from mass and political parties than his predecessor. He starts to face the hit as his political allies are constantly blamed for corruption and dubious contracts, which costs the government hundreds of millions USD. The new popular and alleged populist president is seen by many as reliable; however, the public opinion on him has started recently to change, as opposition as well as religious leaders have started to question his credibility on war against corruption, in view of the fact that most of the key figures in financial scandals remain untouched
. 
As president Kikwete’s government acts slowly against all individuals involved in the criminal acts, the integrity of the president himself has been recently questioned. For instance, during three years of his first five-years-term, four senior ministers and president’s prominent political allies, including his prime minister, have been resigned from the government in the wake of several financial scandals. 
4.3.2. Tanzania under the Washington Consensus Regime
The IMF and the WB managed to extend new financial and political conditional ties, originating from the well-known ‘Washington Consensus,’ to Tanzanian economic policy, by managing to seduce Tanzania to make a major turnabout and to enter agreement with the WB and the IMF in response to the economic crisis of the early 1980s which brought economic problems to the country. Automatically the series of crisis sent the country to adopt the WC assumptions of macro-stability, liberalization (free market concept) and privatization, which are vital to help indebt countries to achieve economic stability vis-à-vis economic growth. (Sandbrook 1997 p.492)
Demir (2005) claims that from all the measures at the WB and the IMF disposal used to entrust the LDCs, the WC was the only solution to solve their economic crisis with promises that liberalization will create self-regulating capacity of markets which is most efficient in allocation of resources such as capital, which will ‘trickle-down’ the positive  economic outcomes.  (Demir 2005 p. 667)
According to Koponen (2003), the Tanzanian market reforms have progressed in three major phases reflecting the Washington Consensus assumptions which are macro-stability, liberalization (free market concept) and privatization. The reforms overlapped each other, but each was “encompassing and building upon its predecessor”:  trade liberalization and shock devaluation of local currency in 1986; liberalization of the foreign exchange market and the dismantling the exchange controls in 1990s onwards; and the privatization process of the public enterprises launched in 1992/93 (Koponen 2003 p.125). 
4.3.3. Free Market Economy and Government Efforts in Attracting FDI
Together with the other WB and IMF debt countries, also Tanzania was promised by the IMF and the WB, that by following their ‘standard medicine’ SAP prescriptions, these would lead the country to the economic growth due to open access to foreign capital in the form of FDI. Indeed, Tanzanian economy flooded by FDI which left many of Tanzanians sidelined from their national economy.

Tanzanian government disseminated the National Investment Promotion Policy and enacted it to a law under National Investment (Promotion and Protection) Act in 1990. Following to the Act, the government established the Investment Promotion Centre (TIC) responsible for investment promotion. Even though TIC tried to promote priority sectors for investment for local as well foreign investors, yet the results remained short of expectations, leading the government to amend the Act in 1997, in order to give TIC more mandate such as coordinating, encouraging, promoting and facilitating investment in Tanzania
. 
4.3.3.1. Incentives to attract Foreign Direct Investment FDI
According to Curtis and Lissu (2008 p.16) , under the auspices of the World Bank-supported SAP, Tanzanian investment and tax laws were radically revised in order to offer generous incentives for investors, leading the government in various ways to be a victim of its own policies. For instance, following the National Investment Act, several trade and investment agreements including the arbitration of investment dispute can be solved by foreign law, guaranteeing the full repatriation of profits. (Curtis & Lissu 2008 p.16)
Different incentives have been given to foreign investors according to the area where the investors want to invest. In leading sectors such as mining and infrastructure, the investors are entitled to duty-free imports of capital goods; other sectors have to pay 5% duty
. In addition, both sectors are exempted from paying value-added tax (VAT) until the start of operations, in addition the company is benefiting from a five-year tax holiday and 100% capital allowance deduction during the income earning years (Koponen 2003 p.133). According to Curtis & Lissu (2008), following the government withdrawing from almost all operations, the government does not have any stake. Therefore, the incentives given to investors are likely to be taken as hidden subsidies for the foreign companies.

The enormous incentives given to investors were perceived by many as extreme generous favor to investors at the expense of the country citizens. According to Curtis & Lissu (2008), the multinational companies benefit with no return to the country through a number of loopholes such as:  low royalty rates (3 per cent on gold exports), low taxes on imports of equipments, the ability of companies to employ unlimited number of foreign nationals, and the ability of companies to carry forward losses and compensate these losses against future tax liability.  Other incentives are zero import duty on capital goods, and ability to 100 per cent of capital and profits repatriation. (Curtis & Lissu 2008 p.15) Furthermore, in the bid to attract more FDI, the government of Tanzania consented to 100 per cent of foreign ownership in Tanzania, with a few exemptions on travel agencies and gemstone mining businesses where the joint venture with local investors is required (Koponen 2003 p.133).
However, if the assumption is that poor laws and bogus contracts acerbated by mismanagement are inimical factors for any country’s economic stagnation, Tanzanian economic stagnation can count on poor laws, bogus contracts and mismanagement as the main cause, since the country’s economy has been suffered a lot, since almost all efforts of bringing foreign investors have been used as a vehicle of enrichment for few individuals at the expenses of masses. These actions led the country to the so-called free market economy characterized by bogus and costly contracts.
4.3.4. Trade Liberalization
Before the SAP implementation, almost all lucrative areas such as telecommunications, transport, financial institutions and mining sectors were owned and controlled by the state; leading the state to be a main source and target of almost all money-making activities as well as crimes due to weak financial regime (Bagenda 2003). Dismantling the exchange control was the action gave the green light to local capital owners, dominated by Indian origin, to engage in financial market in 1991 and later also in other lucrative economic and services such as financial sectors. Consequently, the public monopoly in the financial sector was ended, the Bank of Tanzania (BOT) became a guardian of private banks and financial institutions eventually accounted for up to 80 per cent of the total assets in banking system in Tanzania. (Koponen 2003 p.131-132) 

Apart from that, the 1980s reforms witnessed the Tanzanian government withdrawing from the economy. In conjunction with the liberalization process, Tanzanian government approved drastic devaluation of Tanzanian currency. Additionally, the government cut down tariff rates and removed non-tariff barriers
 and dismantled the foreign exchange market and exchange control together with lifting up import and export restrictions. (Koponen 2003 p.131) 
As Tanzanian economy relied heavily on foreign import, the decision to devalue local currency made Tanzania export commodity cheaper and foreign imports more expensive. However, the problem was not so clear since the IMF rewarded a huge foreign currency loan that encouraged Tanzanian government to purchase imported products. (Vreeland 2003 p.338) The liberalization also allows the local merchants to import whatever they wished to import, using funds accumulated from black market business and capital which was smuggled abroad during the exchange control era. Nevertheless, the state assured that the local merchant will be asked no question on the source of funds used to import goods. (Koponen 2003 p.125) 

According to the Indian Ocean Newsletter (19/11/1994, cited in Fjeldstad 2002 p.4), the government decision to allow free imports earned to the government significant losses from unpaid customs duties which amounted USD 134.5 million in 1993-94. This amount evaded estimated to 2.5 times more than the actual amount the government earn in recorded customs revenues. In another study of Osoro et al. (1999, cited in Fjeldstad 2002 p.3) was established that Tanzania government lost revenues from unpaid customs and sales tax estimated to USD 450 million in the period 1993-94. 

However, as government was removing exchange control together with devaluing the currency, this made the price to skyrocket, and in many ways contributed to SAP which gained such a negative connotation. Nevertheless, deregulation of financial institutions in Tanzania led the country to be attractive source and target for anti-economic-growth activities such as money laundering and illegal capital flight. (Bagenda 2003) Furthermore, these anti-economic-growth activities made Tanzania an attractive place for criminal types of investors, who most of them are incompetent, to flood in Tanzania. 

Due to irresponsible government officials and uncontrolled and unpleasant behavior among political elites, Bagenda (2003) argues: “In Tanzania anyone can introduce into country any amount of money in cash without any questions being asked.” Bagenda continues with his argument that “corruption in the state and private sectors facilitates capital flight.” The deficit of committed, reliable, trustworthy and trained personnel who can safeguard the state interest and ensure the security of the national resources is one of the main problems in Tanzania, since the very same people collaborate with nationals and non-nationals to loot the national resources, making it possible to some people to smuggle out the precious gemstones, minerals and foreign currency. (Bagenda 2003)
3.3.4.1. Public Procurement as a Barrier for Economic Growth
Economic liberalization in Tanzania brought the private sector in business with the government. The competition among the foreign private companies for the public procurements is considered as one of the areas exemplified by prone to corruption which is producing tremendous social costs to Tanzanian government. (Hussmann 2007 p.179) 

Despite of the laws and regulations that prevent corrupt activities in the public procurement, yet, corrupt practices have increasingly become common. Although it is difficult to establish, the circumstances such as accepting overpriced bidders, breaching tendering rules and regulations, and covering-up inefficient contractors, as done by senior government officials, may verify the corrupt practices during the procurement process. For instance, according to the audit conducted by PPRA, the agency estimated that only in 2006 about 71 per cent of all purchases in public institutions were “incorrect” (Mlinga 2007).  

In this light, one of the areas identified as the most prone to grand corruption is energy sector. The sector instigates constantly a public outrage, due to its lucrative nature, attracting many public officials to enforce bogus contract which will be turned to a public burden. Because the state-owned energy supply company has a monopoly, the company has been forced by its parent ministry of energy to enter dubious contracts with certain companies, contrary to procurement acts of 2004, as I will describe in few cases below.

4.3.4.1.1. Corruption in power generating procurement process

Through the ‘incorrectness’ in public procurement, Tanzanian government has lost a significant amount of money in the energy sector, in view of the fact that politicians and officials, in collusion with private companies, have used their political influence and visible interference in the tendering process in order to give preferential advantageous to the ‘right companies’ to trade on with Tanzanian Electricity Supply Company (TANESCO) which is a state-owned and one of the lucrative companies in the energy sector. For instance, the PPRA procurement report revealed that “political influence forced TANESCO to waiver from principles of the contract” in approving and awarding tender worth of USD 172 million to a ‘brief case’ company known as RICHMOND. (ThisDay 17/10/2007) 

Nevertheless, RICHMOND may reflect another striking case of Independent Power Tanzania Limited (IPTL), which is a Malaysian company, rewarded by the government to tender through non-competitive public procurement a 20 years Power Purchasing Agreement (PPA) to build and produce a 100 megawatt at a cost of USD 163.5  million. According to the press (The Citizen 1/05/2008), in 2002 only, IPTL was paid by the government USD 40 million in capacity charges alone. 

According to CAG report, these dubious contracts which TANESCO was forced by its parent ministry to enter (including RICHMOND, IPTL and Kiwira Coal and Power Company Limited projects) did not follow the legal procedures and were not approved by relevant tender boards. The CAG proceeds, that the high-level government officials and political interference have always been a force compelling TANESCO to sign several dubious contracts with private power generation companies, and it has been identified as one of the reasons trapping TANESCO in financial crisis, since the state-owned company was forced to pay USD 7 million each month, the amount equivalent to 30 per cent of its monthly revenue. (ThisDay 20/04/2008)   

The 2005-2006 CAG report announced also about TSh 273 billion being reported missing due to corruption or public funds mismanagement (Hakielimu 2007). This figure backed the  IMF findings, as it discovered in 2003 report, that the IMF estimates Tanzanian government to lose USD 300 million annually, due to corrupt practices in public procurement (citation of  Cooksey 2005 in Hussmann 2007 p.179). The corrupt practices are always raising the cost of the contract so that the officials can camouflage the weakness of the tender bidder. For instance, there is allegation of overpriced construction project of Bank of Tanzania (BOT), where the inflated price reached USD 340 million, equivalent to USD 8,628 per square meter; the figures which were rejected outright by Tanzania Engineers Board, Architects Board and Contractors Board (ThisDay 22/06/2007). 

Nevertheless, there is also the purchasing of presidential G550 Gulf Stream jet and the air traffic control system (made by BAE system from the United Kingdom); both projects cost the government around USD 87 million. The procurement was processed regardless of public outrage. Among those who questioned the deal was the former UK international development minister who mentioned: “I find it very difficult to believe that a contract like that could have been made cleanly, although I have no information to that effect” (Financial Times 26/04/2002). However, recently the investigation on air traffic control, conducted by the UK Serious Fraud Unity (SFO), has documented the corrupt practices in which USD 12million (amounted to 31 per cent of the total value of the equipment) have been diverted to a Swiss account owned by Panama company, but secretly controlled by ‘influential’ Tanzanian businessman Sailesh Vithlani: a middleman who has brokered three controversial “nightmare” deals with the government, including the 600 military vehicles all of them worth of hundreds of USD.  (ThisDay 14/04/2008)

4.3.4.2. Public Funds Embezzlement in Tanzanian Financial Sector

Since Tanzania deregulated the financial sector, misappropriation of public funds became one of serious problem. Few cases would illustrate how criminal types of foreign ‘investors’ in collaboration  with irresponsible local politicians and business elites team up in looting the public funds amounting to billions of dollars, from the financial sectors and even from central Bank of Tanzania. To demonstrate their supremacy, none of them was charged, and neither serious action nor clear action was taken by the government to make sure no further looting is allowed from the public funds.
4.3.4.2.1. Meridian Biao Case

In 1990, Tanzania experienced a huge scale of economic sabotages when a private banker Andrea Sortis Sardanis, an American with Greek origin, opened a private bank in Tanzania known as Meridian Biao. Within a short period, the bank accumulated a significant amount of deposits from private companies, government departments, public parastatals and companies. (Bagenda 2003) In addition, Sardanis managed to acquire a British Construction company known as Wade Adams. According to Bagenda (2003), by the time Sardanis procured the companies, the firm embraced of several construction tenders from public parastatals such as National Insurance Corporation and Tanzania Breweries before the factory was privatized to South African. 
However, after running the bank for short while, Meridian Biao declared bankrupt and amount estimated to reach USD 285 million, from the government departments deposited in the bank, was smuggled outside the country illegally. (Bagenda 2003)

4.3.4.2.2. Misappropriation of Public Funds within the Bank
The Bank of Tanzania Act (BOT) of 1995 stipulates the central bank of Tanzania objective as: “The primary objective of the Bank shall be to formulate and implement monetary policy, directed to the economic objective, of maintaining price stability, conducive to a balanced and sustainable growth of the national economic of Tanzania” (BOT-Tanzania). However, since the economic liberalization, the empirical evidence shows BOT has abandoned its primary objectives of being responsible in establishing monetary conditions conducive to price stability, as it engages directly and indirectly in distorting the Tanzanian economy mostly through “…buyers of dubious credit worthiness but with strong political connection […] provided state-secured loans […] such loans are then recorded as ‘uncollectible’”  and the companies used as collateral in many cases vanished (Gros, 2003 p.69). In this kind of cases, the BOT senior officials, including the bank governor, have constantly colluded with powerful politician, government officials, business elites and local entrepreneurs in several major financial scandals which earn the government a loss of hundreds millions of USD. (ThisDay 10/03/2008) 

For instance in 1994, the government established the Debt Conversion Programme (DCP) which aimed to sell the government debt at discounted rate in order to promote investments in the state’s main concern areas, such as agriculture, tourism, industry, commerce and transportation, with expectation that DCP would increase the employment by increasing the number of jobs, created after replanting and restoring the neglected sisal farms (Bagenda 2003). Contrary to the government intention, millions of USD were repatriated abroad by Indians brothers V.G. and P.G. Chavda, instead of being invested in the priority areas. Nevertheless, according to reports, high ranking officials including the permanent secretary in the president office provided Chavdas a political cover; as a result nothing was done to improve the eight plantations and Chavda were declared persona non grata. (Heilman & Ndumbaro 2002; Bagenda 2003) 
Nevertheless, as the government could not trace the money back, the only thing the government did was to confess: “…the investor [V. Chavda] diverted the funds and remitted them overseas as foreign exchange” (Bagenda 2003). However, misappropriates of funds forced the government to bring to an end the DCP programme from 1993; only after discovering how the DCP was “distorting the economy” instead of boosting the economic growth. However, the damage has been done, since in two and half years of the DCP operational time, Tanzanian government paid Tsh 50.877 billion to 82 firms which were permitted to buy debt the amount equivalent to 18.02 per cent of the national budget of 1992/1993. (Ibid 2003) 
According to the parliament report (Bagenda 2003), the result of this massive embezzlement of government money was that Tanzanian government was compelled to “…print money worth of Tsh 48 billion to cover the deficit.”  However, no one was charged for the economic sabotage; rather many influential figures who involved in the scam made their carrier successfully in politics. 
4.3.4.2.3. Meremeta Gold Mine

Meremeta gold company is another serious financial scandal within the central bank of Tanzania which was currently perceived by many as a detrimental factor for Tanzanian to achieve economic growth. Meremeta Gold was registered in London, United Kingdom, with 50-50 per cent of ownership between the Tanzanian government and South African private company known as Trinnex Ltd
. ‘Convinced’ with the reason that Meremeta is a government company; BOT gave guarantee to this joint venture before the company collapsed with an estimated loss of USD 232 million. (The East African 21/04/2003) 

The assets and liabilities of Meremeta Gold, including Buhemba gold mine, were transferred to another ‘claimed’ government-owned company called Tangold Ltd; eccentrically the ‘coincidence’ in this case is that both two companies were identified to be among 22 companies, which were beneficiaries of another mysterious disappearance of USD 133 million from BOT external account (EPA). However, although the parliament was informed that both Meremeta and Tangold are “wholly government-owned company [ies]” (ThisDay 28/04/2008), according to the press, the companies are offshore registered companies
; while Meremeta was registered in London with registration number 3424504, Tangold was registered in St Louis, Mauritius with registration number C 205006121 in April 2005, and afterwards registered in Tanzania as a foreign company in February 2006 with registration number 55661. (The Citizen 16/04/2008)

In what may explained as extraordinary, some of the five senior civil servant including the former BOT governor and Attorney General were listed as Tangold directors and exclusive share holder of the government claimed company. Nevertheless, although they claimed in some occasions the shares they hold, it is due to the government positions, surprisingly the officials are still retaining shares of the so-called government company, despite of their resignation from the government. Given to the fact that the so-called government company constitution gives the right to directors to transfer their shares to the third part, the company constitution states:

“Any share may be transferred by a shareholder to, or trustees for, the spouse, father, mother, child, grandchild, son-in-law or daughter-in-law of that shareholder; and any share of a deceased shareholder may be transferred by his executors or administrators to the spouse, father, mother, child, grandchild, son-in-law or daughter-in-law of the deceased.” (ThisDay 28/04/2008)

4.3.4.2.4. External Payment Arrears Account EPA 

Similar to DCP in 1991-1994, another case occurred in 2005-2006, when a reputable team of experts from Ernst & Young discovered a massive embezzlement, with alleged costing to Tanzanian government around USD 133 million, from the External Payment Arrears Account (EPA). The financial scandal involves a fraud of commercial debt scheme where BOT administered the account on behalf of the government: “Under the scheme, local companies negotiated settlement of foreign creditors’ debts and received deeds of assignments, which they represented to BOT for redemption in local currency.” (Daily News 22/06/2007)

Even though the investigation over the issue discover a massive embezzlement of funds within BOT and fresh investigation is still under presidential commission, officials have gone as far as to predict that the possibility of implicate the suspected is not likely, since the beneficiaries are well connected to CCM, and in fact the funds were used to finance the CCM election in 2005 campaign (East African Business Week 14/04/2008). As one source stipulates: “Our investigations is like opening up a Pandora Box because all 22 companies involved in the EPA scandal have issued written statements that implicate the ruling [party] CCM” (East African Business Week 7/04/2008).

Apart from EPA scandal which the government decided to investigate, Deep Green Finance in an additional company in Tanzanian series of financial scandals. Although the company was not registered by the Bank of Tanzania (BOT) as law required for all financial institution, it was able to conduct financial business contrary to Tanzanian law and financial regulation. In what may Deep Green Finance viewed as a shell company, established purposely to act as a conduit of public funds from BOT; in December 2005, four months before the Tanzanian general election, the ‘finance’ institution received billions of TSh from BOT to its National Bank of Commerce Bank (NBC) account, eccentrically this account was opened on the 1st of May 2004, which is a public holiday. (ThisDay 5 November 2007) Nevertheless, the bizarre of the matter is that the company was voluntarily dissolved on 27th February 2007, two months after the general election, as a ‘coincidence’ its registration file at BRELA
 went missing. (ThisDay 8/09/2007) 

4.3.5. Privatization Process

During the 1990s, the private sector was vigorously promoted, and it achieved a greater expansion and increase significantly in Africa, based on the “neoliberal” reforms which have been driven by multilateral financial institutions such as the IMF and the WB. Under “neoliberalism,” the public parastatals were required to be privatized and the role of the government to be reduced to become just an observer on how the parastatals work and to find competent and qualified investors who have resources and knowledge to take over in order to increase efficiency and financial resources. (Budds & McGranahan 2003 p.88)

The Parastatal Sector Reform Commission (PSRC) was given a mandate to carry out the privatization process. The process enabled a privatization of total 219 enterprises out of 400 enterprises and 499 non-core assets were sold in 1995-2005. (Afrodad 2007 p.19) The privatized state-owned enterprises included several key companies and institutions which were built by Tanzanian tax payers as well as by development aid, such as Dar-es-salaam container port (constructed by Finnish aid) (Koponen 2003 p.132).
However, when Tanzanian government started to privatize its public-own enterprises, the story went different as the privatization process was characterized by corruption and irregularities (Rose-Ackerman 1996), and a number of prominent citizens involve themselves in the process, aiming to exploit the opportunity to maximize their personal gain, mostly by selling the parastatals and public enterprises which were very profitable at very low prices, mostly to foreign investors. (Afrodad 2007 p.11)

In this context, several state-owned enterprises were sold in secrecy manner by government officials, colluded with cash-poor buyers; by choosing not to announce the auction in time so that the competitive bids would not be submitted on time, this enabled the buyers with inside information to have an advantage over those who did not have. In fact, the privatization process in Tanzania was a real bonanza for criminal-type investors and buyers, since “State assets […] deliberately undervalued so as to allow relatively cash-poor buyers to acquire them at fantastically low prices” (Gros, 2003 p.69).

For instance,  Kiwira Coal Mine was a public enterprise, which built in 1980s by the state with China’s soft loans at the cost of TSh 4 billion, equivalent to USD 8 million, and the coal deposits have been estimated to be worth of hundreds millions of USD. However, in 2004 the then President Mkapa and his senior family members, jointly with his cabinet minister Daniel Yona, registered their own private company called Tapower Resources (ThisDay 7/04/2008), and privatized a state-owned mining enterprises worth of billions, just with downing payment of USD 60,000 (sixty thousands USD), for 85 per cent shares. However, the purchase price was USD 500 thousands, which is still low, compared to the value of the rights. The bizarre is, in March 2006 just after acquiring the firm, Tanpower proceeded by signing a power generation contract worth of USD 271.8 million with State-owned electricity Supply Company (TANESCO). (ThisDay 24/04/2008) 
However, other public enterprises, claimed to have a serious management, were required to reshape their structure and increase the efficiency. By doing so, the government contracted the management of the public enterprises and strategic infrastructure companies such as the electricity monopoly Tanesco which contracted to South African firm and the Dar-es-salaam Water, and Sewerage Authority which contracted the management to British company, while the Air Tanzania Corporation sold 49 % of its shares to South African Airways (Koponen 2003 p.133). Others are Tanzanian Railway Company which entered in joint venture with RITES
 (a company from India), National Bank of Commerce, and Tanzania Telecommunications Company (TTCL) where the foreign investors either bought the majority shares or took over the management.

Above all, none of the above-mentioned public enterprises’ privatization process went smoothly, because the enterprises were privatized in a manner observed by many not to be in the interest of the country, and the privatization process was embedded by secrecy and high suspicion of high level of corruption involvement. This is due to the contents of the contracts, the processes and the manner in which the government behaves, which may demonstrate the corrupt practices during the procurement process. (Afrodad 2007 p.8)

For instance Tanzania Harbour Authority, with no doubt, was in need of a partner who has a capital and technological knowhow, since the company was profitable and in good financial condition. Contrary to many people’s expectation, in the year 2000 the government privatized (in lease) the container terminal and contracted to Tanzania International Container Terminal Services (TICTS) for 10 years. (ThisDay 07/July/2006)

The TICTS performance during the first 8 years of its contract was pathetic, and in many ways collide with Mr. Samson Luhigo’s
 worries, when he strongly criticized TICTS-government contract and claimed on TICTS performance: “A year before privatization of the container terminal in 1999/2000, profit after tax was close to 10 bn/-, a year after privatization in 2000/01 it went down to 4 billion. The 2001/02 accounts which have been submitted to auditors point to an all-time low revenue on 0.04 billion.” (ThisDay 10/03/2008)
Despite of the concerns from the public over the TICTS performance, the government secretly rewarded the same company with 25 years extension of the contract, two years before they finished their first contract, contrary to the country law
 and government’s own regulations and procedures (ThisDay 13/04/2008). However, TICTS incompetence and dismal performance
 have triggered public debate, and recently government officials turned to the matter and took stands and claimed it was illegal for the President to extend the contract and to give exclusively rights to TICTS and therefore the extension should be considered as “null and void,” as mention the Tanzanian Controller and Auditor General (CAG) (TheGuardian 12/04/2008). However, Tanzanians are still in the dark on the motives behind the extension of the TICTS contract which the President personally ordered, and on the particular qualities which TICTS may have in order to deserve such a preferential treatment from the head of the state. (ThisDay 19/02/2007) 
4.3.6. Tanzanian Extractive Industry

Natural resources are one of the factors boosting many countries economy. For example Botswana is one of the world’s fastest growing economies, largely contributed to the extractive industry which mainly dependent on diamonds production. However, natural resources seem to be like a ground for misfortune in many cases by causing uncounted unspeakable disasters for many countries which happened to have abundance of natural resources such as Congo DRC, Sierra Leone, Ivory Coast and Nigeria. (Boschini 2003 p.02) 
Boschini (2003) argues that a country having natural resources may influence economic growth and facilitate the industrial transformation easier than in the country which does not have natural resources. However, the natural resources such as mineral, metals and oil have direct negative impact for economic growth in the countries where the institution quality is low, and vice versa for the country which has good institutions. (Boschini 2003 p.04) In the case of Tanzania, the institution quality is low and extractive industry face lots of problems. Curtis & Lissu (2008) identify explicitly three major problems that the Tanzanian mining sector face: firstly, the income provides tiny returns to the government through tax revenue which is very small; secondly, it is subject to minimal governmental and democratic scrutiny since the mining companies activities are allegedly associated with corruption; and thirdly, Tanzanians and particular those who are living around the gold mining areas are not benefiting from the business and many are subjected to poverty due to mining companies. (Curtis & Lissu 2008 p.6)  
Lange (2006) concurred with Curtis & Lissu (2008) by identifying similar problems as mentioned by the latter as the main cause of predicament in Tanzanian mining sector which has become highly controversial economic sector, probably more than any other in Tanzania contemporary history. Lange (2006) mentioned out issues which are assumed to be the root factor of ongoing heated quarrels;  the tiny revenue to the government, human rights issues and the rights of Tanzanians to benefit from the natural resources (Lange 2006 p.1). These factors were supported by different groups, involving researchers, opposition politicians and a mass, who constantly argues that the country has not benefitted from its abundance resources due to generous conditions given to the investors in mining sector.
In this perspective, there is a public outrage that Tanzania is not benefiting from the natural resources due to substantial liberalization of its economy covered by personal interest than public interest. The liberalization process is seen by many as the main factor sidelining Tanzanians from participating and benefiting from the free market economy; through the contracts entered between the Tanzanian government and the investors who are legally protected by investment laws passed by the parliament, such as, investment and tax laws in Tanzanian mining sector which originated and orchestrated by the World Bank-funded project and influence the Tanzania government’s Mineral sector Policy of 1997. (Curtis & Lissu 2008 p.16) 

In many ways the 1997 mining policy is viewed as the cornerstone for Tanzanian tax and mining laws. The law gives an extraordinary legal protection at the expense of masses as well as extremely generous incentives to the investors. For instance, incentives given to investors are includes the capital and profits repatriation, the incentives guaranteed by the two Acts of financial laws and customs duties of 1997, which reduce tax rates and customs duties of mining companies. (Curtis & Lissu 2008 p.16) However, despite of the mass concerns over injustice happening in the mining investment and tax laws to poor countries like Tanzania, yet the government and donors as well as local elites maintain their position and constantly use the excuse of their goodwill to attract more FDI
 however, it is now a open, that state elites are among of the beneficiaries of these ‘extremely generous incentives’. (Ibid 2008 p.16) 
Resulting from the extreme generous conditions given to the mining companies, make it possible for mining companies to make fortunes, and deny Tanzanians to benefit from the mining revenue, as the country receive a tiny revenue with no significant contribution on poverty reduction and economic growth. According to Curtis & Lissu (2008 p.25) study, while Tanzania exported gold amounted to USD 2.5 and 2.90 billion in 2002-2007, the government received annually the average of USD 13 - USD 28.7 million in royalties based on the 3 per cent royalty required by law and all the taxes from the mining companies. However, if the government would have raised its royalty to similar applied to the diamond mining in Botswana (10 per cent), the government would have earned extra USD 300 Million, and in case it would have charged 14 per cent royalty as Canada (where most of these company are based), the Tanzanian government would have earned USD 500 million extra. (Ibid p.20)   

Apart from Tanzania counted loss from the low royalty rate, the country lost a significant amount of USD through unpaid corporation taxes and tax evasion. While corporation tax is one among the major ways through which a country could benefit from mining, almost all mining companies are hiding behind the mining Acts and dodging to pay the corporate tax to the government. This is because the mining Acts allow investor not to pay corporation tax which amounted to 30 per cent on profits, until the investor’s company starts to make profit. Until now, not a single gold mining company has paid the corporate tax. (Curtis & Lissu 2008 p.07) The investors have exploited this Act ever since, for instance “… [The gold mining companies consistently] claim to have accumulated heavy losses, despite a steady rise in world market gold price since 2002” (Curtis & Lissu 2008 p.21). 

The study by Curtis & Lissu (2008 p.8) estimates up to USD 400 million of the government lost in 2000-2007, due to the mining companies’ evasion of corporation tax. This claim coincided with the report produced by the parliamentary Public Accounts Committee (PAC) in 2007, discovering that between 1998-2005 mining companies have consistently  declared ‘losses’ estimated at USD 1.045 billion, equivalent to 25 per cent of the national budget for 2006/2007. (Curtis & Lissu 2008 p.24) But the paradox of it is that the same companies commit large additional capital expenditures in mining which earned them tremendously loss to such a private companies. (Ibid 2008 p.21)
In other areas, zero import duty on fuel led the government to lose USD 60 million in 2004-2006, due to six mining companies’ imports of 178 million liters of crude oil in which taxes were waived (Ibid 2008 p. 15). Nevertheless, in what seems as big network of tax evasion from the mining sector, it was reported that in 2003 the government of Tanzania lost revenues of USD 132.5 million. A report from Alex Stewart (ASA)
, leaked to the media in April 2006, showed that the four biggest multinational mining companies have illegally overstated their losses by USD 502 million in 1999-2003. (Curtis & Lissu 2008 p.23) To justify the tax evasion, the auditors found that 6,762 essential documents were missing; the trouble incidents bring up lots of doubts among auditors, scholars and activists to believe and confirm “whether royalties valued at US$25 [million] were, in fact paid.” However, no one or any company has been held responsible and charged for these criminal acts. (Ibid 2008 p.24)
5. ANALYSIS
The previous chapters have clearly given an overall picture of the analysis part. This part of study will discuss issues related to the state theories; the roles and challenges Tanzania has gone through, in order to give a framework of understanding how the state managed to play key role in the economy under the Arusha Declaration in Tanzania, and to guarantee fair distribution. However, the foreign actors have been always showing their hatred for embedded state, as they are consistently trying to interfere through various means in order to destabilize these states.

 In this case Tanzanian embedded government was one of the victims, since it was under consistent pressure from the external actors such as the IMF and the WB and foreign donors, who use different tactics and terminology to make Tanzanians feel their socialist economic policy as weak, useless, inhuman and undemocratic economic system. The notable excuses which has been used by Westerns tend to use as a venue in the destabilization process of the embedded states such as Tanzania are democracy, human rights, and freedom, through which, Westerns forces manage to give a moral authority upon themselves, conniving with local actors who have similar interest to colluded with foreign actors’ agenda, to create a policy which produces worse economic situation to locals while it gives a safe haven to few elites who have close relation with foreign actors. 

5.1. The Economy Structure in Tanzanian Transformation Phase
Post independence Tanzania was characterized by poor economic base and engagement in the world economy as the raw materials exporter and manufactured goods importer. As the price elasticities was not in favor of an agrarian raw materials export country such as Tanzania, transformation of the economy to industrial based economy was perceived as the only alternative. However, Gunnar Myrdal (1957) suggested, as international system does not support equality and often tends to sabotage poor countries in its industrialization efforts, it was necessary for poor country like Tanzania to favor and protect its domestic manufactures industries. (Gallagher 1999, p.6)    

Whatever it may mean, developing country cannot avoid the intervention policy particularly in its transformation phase. Under this circumstance, Tanzania was forced to declare the Arusha Declaration in 1967, where Tanzania adopted the central economy, and African socialism with self reliance was in central focus. The official market intervention policy was approved as national policy to facilitate the industrialization process. (Harris & Kulkarni 2004 p.177) Under the Arusha Declaration the economy was controlled and planned by the state, with the aim of fostering the new industrial development through government direct investment in potential productive industries. (Gallagher 1999, p.5)    

The Tanzanian government chooses to intervene in the market through custodians form of interventions which also suggested by Evans (1995). This form spurs the importance of state interventions in the economy as custodians, where the state can construct and enforce rules and regulations aimed to encourage the private entrepreneurs to take some risks and invest in a targeted area. Nevertheless, these rules and regulation for Tanzania was used to promote, stimulate and give the incentives to private actors by protecting infant sectors from the external threats. For illustration of the incentives, Evans (1995) suggested the stimulus may be created in the form of “greenhouse” tariffs, regulations which restricts imports and foreign investment restrictions in certain areas to spurs local capital to take the risk of entry. In respect to this, it is essential for the state also to set rules which prevent private actors “…from engaging in undesirable or inappropriate activities” (Evans 1995, p. 80). 
Nevertheless, Tanzanian government intervene the economy also through demiurge intervention strategy. In this form of intervention the government took fully the role of producing and delivering all sorts of goods by taking the role of entrepreneurs and engaging directly to the economy and acting as regulator and regulating production. According to Evans (1995 p.78-79), demiurge intervention is essential in transformation phase, because private sector is unable to take a risk in investing in certain potential areas for public goods, and the foreign investors are unwilling to invest in those areas where the government believes it is essential and its investment would trickle down the profits and spillover to the rest of the economy and increase the industrial capacity. 

In order to achieve its demiurge goal, the Tanzanian government took a producer role by selling goods through Regional Trading Companies (RTC) and made substitution imported strategy as a means to facilitate industrialization process, and the financial sector used to give incentives for business and to stimulate the local industry to produce more for exports. In this strategy, the state engage in the economy as “husbandry” as Evans (1995 p.78) suggest; in this case the Tanzanian government engages in the economic process of “cultivating and nurturing” aiming to protect Tanzanian local industries and to stimulate domestic manufactures production, with hope that this process will prod the effective entrepreneurs forces, which are perceived as an essential factor for the industrialization process.
5.1.1. State-Society Relations and Structure change in Tanzanian post 


Independence Transformation Phase
The ability to formulate the collective goals, ethics and consistence character within the nation and government frameworks is one of the basic factors which the autonomy state is expected to have. Along the line of Evans (1995 p.43), the Tanzania post independence government had a number of goals, to introduce self awareness and nationality minds as the government inherited the colonial state, where the state organs were created to serve the external interests. In this context, it was essential for the post-independence government to break-up the norms of serving the external interest. To achieve this, the government created a strong grass-roots party embedded with nationhood and clear principles of equality of citizenship as TANU creed explicitly states. 
According to Nyong’o (1999), this move was essential, due to the fact that “Independence could not be meaningful without national unity, [and] unity based on a shared political culture, social practice, equitable economic development and accountability of the governors to the governed” (Anyang’ Nyong’o 1999). In view of that, the government comprehended the social contract, by laid down its model of running the country’s economy, where state was playing an active role in the market development, and industrial transformation vis-à-vis economic growth was seen by Tanzanian socialist government as a means to improve the whole society’s life standard. Beside that, it was understood that providing welfare and people’s basic needs was the fundamental task of the state. In this case, money for politics was not a case, commitment and citizenship principles were considered as the only venue to enter in politics. This was easier to implement as Tanzanian economic policies echoed by party decree which require all politicians and technocrats who are originate from the ruling party background to obliged and abide with TANU decree which states:
The first duty of a TANU member, and especially of a TANU leader, is to accept these socialist principles, and to live his own life in accordance with them. In particular, a genuine TANU leader will not live off the sweat of another man, nor commit any feudalistic or capitalistic actions. (Nyerere 1967)

This decree and several other policies enhance the economic policy to get the support of effective strong bureaucracy; and the policy was the ruling party consensus made it possible by formal and informal ties among politician and technocrats. The socialism paradigm paved the internal coherence in political as well economic sphere.

5.2.2. Effective Bureaucracy and Institutions’ Coherence
The strong internal coherence within Tanzanian bureaucratic system was very essential in supporting Tanzanian socialist government in transformation phase. In this context the socialist government managed to establish rules which reinforce the working ethics within the government frameworks, such as leadership codes and TANU decrees where exploitation was strictly prohibited. These rules were practiced and equally reinforced to everyone without preferential content. This view echoed by Evans (1995) who suggested, achieving a strong and effective bureaucracy, consistent and predictable rules is an essential (Evans 1995 p.78). In this case the Socialist government initiated the systematic training for leaders to create an effective bond, as Arusha Declaration stipulates:

It is necessary that TANU Headquarters should now prepare a programme of training for all leaders – from the national level to the ten-house cell level – so that every one of them understands our political and economic policies. Leaders must set a good example to the rest of the people in their lives and in all their activities.  (Nyerere 1967)

Although the bureaucracy’s autonomy and coherence within the Tanzania socialist government is still debated, yet the studies show that Tanzania under single party was under bureaucracy system, having strong internal capacity and ability to formulate and implement its own policies. It was during that time when the technocrats have enjoyed a certain degree of autonomous. The internal ways of reasoning in many ways enhanced Tanzanian post independent socialist government to design and run its own home-made economic policies and implementation of those policies, strongly backed by central planning system. As industrial transformation was the main aim, local industries were protected from exterior competitors through tariffs and quantitative restrictions vis-à-vis construction of small and medium industries that produce basic commodities essential for daily consumptions such as textile, shoes, beverage and drinks.

The negative impact of this strong cohesiveness is within the bureaucratic system, however, that it is not necessary to spillover to private sector, along line with Evans (1995), effective bureaucratic requires strong internal coherence and cohesiveness within the bureaucracy. (Evans 1995 p.73), In Tanzania the strong cohesiveness brought in ‘we and them’ impression and eventually created a gap between state elites and industrial or business elites. The socialist Tanzanian government experienced this problem of distant itself from the private sector, contrary to Evans (1995) suggestion on the importance of state and private elites to work together for the nation benefit. However, for the case of Tanzania it was understood that the government was unable to work jointly with private sector for mutual benefit to avoid the possibility of state to become easily dependent on private sector. 

Even though Tanzania had good reason, that it was minimizing the possibility of risking its ability of safeguarding the common good to private sector, yet the Tanzanian government failed to recognize and use what Evans (1995, p.69) describe as ‘strategic position’ of the private sector, where it at any given time has an advantage of having access to useful information on the best industrial policy than the government; As the Tanzanian government was unable to complement the partnership with private sector, it deprived itself from crucial source of information which otherwise could help the government to take the informed decisions, necessary for dynamic move and enabling a meaningful transformation to take place.

Tanzanian socialist government had problem in bridging the gap between the private sector and the state, which produced incoherent strategy over the economy. For example, Tanzania witnessed the flourish of black market when the government restricted a wide range of market mechanisms. This was the time when the exchange control was extremely important for the country. Lack of coherence between the state and private elites, caused a huge amount of foreign currencies and capital to be smuggled abroad (Koponen 2003 p.125), when the country was really in need of the foreign currency (Vreeland 2003 p.334). In this case, Tanzania witnessed the lack of strong coherence between the state and business elites, since the government was struggling with the IMF and other financial institutions to solve the problem of foreign exchange (Ibid, 2003 p.334). The business elites were busy in repatriating the foreign exchange abroad from Tanzania.

The case above shows lack of trust between the two and inconsistence of policies between the state and private elites. This situation would always give a way to business elites to destroy what the state elites try to build and vise verse. In this case Evans (1995) suggests that it is essential for the state and private sector to have a coherent policy so that they can reinforce each other in efforts to achieve economic development. (Evans 1995 p.228) However, for the case of Tanzania, economic factors as well as means of production such as industries were under state monopoly; this policy was not only creating gap bridging problem between the private sector and state elites, but the private sector was also discouraged and capital accumulation was seen as a motivation of class exploitation, rather than entrepreneurship. 

As the bureaucratic system was under the party’s supremacy which was responsible to direct the development plan, the powers were concentrating on state and its impact was that private sector was receiving orders from the political party. Under these circumstances a number of key economic decisions have been made, due to politicians and government officials’ pressure. Nevertheless, as institutions and policies was interfered by politicians who influenced the market through political means, rather than economic means, consequently the Tanzanian economy was distorted, as state focused on political decisions rather than economic means. This perception has been proved by Stein (1992, cited in Vreeland 2003 p.334) in his study when he described how the IMF ended its programme in which Kiondo (1992, cited in Vreeland 2003 p.334) referred as ‘extremely soft conditions’, resulted from dishonoring the agreement with the IMF by the Tanzanian government, as the government exceeded the limit on public borrowing contrary to their agreement. (Vreeland 2003 p.334)

The negative impact of the political influence on the market was; that the public resources were wasted and the government was unable to provide subsidies to public enterprises in exchange for performance standards. Therefore, these political decisions generated nothing more than social wastes and tremendous costs for Tanzania, and inhibited the industrialization process.

Nevertheless, looking carefully, the Tanzanian government was in the right track in its transformation phase, as the government placed itself as an engine of development. In this case Tanzanian policies concurred with Evans (1995) ideas as he suggest the positive side of state compliance with the economy by playing an effective role to grow-up numerous sectors essential for development and spillover the results which may offer “multidimensional conspiracies in favor of development” (Evans 1995 p.83). However, the political-economy overlapping in Tanzania it may be rooted from the lack of knowledge, experience and incompetent strong bureaucratic, which constantly bowed to politicians who tends to dictate events, and harm the economy.

5.2.3. The Missing Link in Tanzanian Socialism Policy
While the economic mistakes in implementation phase under the socialist government rooted from knowledge and experience deficits, exacerbated by external pressure, Tanzanian socialist government managed to live with its socialist decrees which ensure the economic justice is prevailing as the state has all effective control of all the means of production, and fulfils its responsibility of intervening actively in economic life in order to ensure the:

“well-being of all citizens, and so as to prevent the exploitation of one person by another or one group by another, and so as to prevent the accumulation of wealth,[by exploiting and misuse the public office]”  (Nyerere 1967)
Therefore the leadership code in Tanzania prohibits government officials and senior politicians to meddle with business elites, as the code limits the state and political elites from reaping a windfall gains through their public offices. 

To conclude the matter, Tanzanian socialism has been suffering due to external forces, however, internal forces were partly responsible for the failure of Tanzanian socialism, since Issa Shivji observed as early as 1971, that Tanzanian socialism would suffer at the hands of the government bureaucrats; as the leadership codes inhibit them to accumulate wealth even legally, bureaucrats may seek to use the state power for self-enrichment (secretly). Consequently, they would find the economic distance between them and the people they governed, and this is inimical to economic growth, especially when senior officials systematically go contrary to rules and regulations to enable their rent seeking activities. (Shivji 1971)

5.2. Tanzania under free market economy
Contrary to Tanzanian socialist government, under free market economy Tanzania has been witnessing, that the state and business elites are constantly engaging in a series of financial scandals, enhanced by rent seeking and opportunism exploitation, supported by poor regulatory framework and policies to facilitate their personal gain. In fact SAP offered chance for rent seekers actvities in Tanzania. Therefore, in this chapter the study will analyze the empirical data on how the rent seeking and predatory behavior in Tanzanian political and economic institutions, which also supported by the international actors, is sabotaging and inhibiting Tanzania efforts to bring about economic growth as it was prophesied by the international financial institutions such as the IMF and the World Bank.

This part will identify the effects of privatization and liberalization for Tanzanian economy, by giving focus on the state withdrawal from the economy following the SAP, and how the move encouraged officials and politicians to engage in unproductive economic activities. The analysis moves then to the impacts of these unproductive practices and possible consequences. The thesis will evaluate how these policy reforms have being espoused and to some extent advocated by Tanzanian leaders, and whether the implementation of these reforms helps Tanzania to fight against its arch-enemies of  poverty, diseases and ignorance and eventually contributes to its economic growth.  

Nevertheless, the analysis part will provide the overview of how these reforms were implemented; considering that planned reforms may make its own tracks in implementation phase in what some may call ‘unintended consequences’. This is resulting from the situation where a massive number of the state-owned parastatals were privatized without consideration of the role of the indigenous Tanzanians; despite of the fact that the Tanzanian indigenous had neither capital nor collateral after 30 years of central market economy which discouraged capital accumulation. However, no special treatment was given to them.


5.2.1. Lack of Internal Capabilities as a Barrier for Economic Growth
A point of Departure

The embedded autonomy theory suggest for a developing country to achieve transformation and economic growth a strong state is needed so that it can work on behalf of its people effectively. Nevertheless, a strong state it is important to enhance the market to work fairly and ensure fairness distribution among its people. To achieve a strong state the basic principle is the government required to have all leverage and full consent which can be obtained through mass acceptance. However, Tanzanians have given full consents to its leaders and politicians, and the government enjoys people’s full consent to their government. But the problem observed in Tanzania is state and business elites betrayed peoples’ trust as they exploit peoples consents negatively, and earned them has the elites misuse the public office and furthering own interest instead of public interest. 

The crooked practices observed in Tanzanian free market economy, has been weakened by very same people who where suppose to protect it, by engaging in activities amount to serious crime against state such as entering unbeneficial and dubious contracts on behalf of the nation. Nevertheless, rent seekers leaders have cause more harm to Tanzania as they conspiring with criminal minds business elites as well as international actors in repatriating foreign currencies from the central bank and natural resources and squander the public properties with no regards for poor Tanzanian. All these actions which facilitated by Tanzanian state elites in collusion with business elites, have been weaken the Tanzanian state even further in its efforts to achieve economic growth.

In this view, Evans (1995) and Nyerere (1998) agreed on three main issues that require any a developing state as Tanzania to combine so that the state could realize economic growth: the government-society closeness, in this a closeness to its people may give ability to state to responds on people needs and demands; effective coordination is crucial needed to enable a strong coherence on one hand and democratic balance on the other, to reduce the competing sectional institutions which created by interest groups to serve their particular interest; And efficiency of the institutions where rules are known and predictable, and its decisions are made known and implemented for everyone and everywhere within the state without preferential. 

5.2.2. Between Public Interest and Self interest in Tanzanian Democracy

If the assumption of democracy is the governments legitimacy originate from the people and its people’s consent lead their government to govern them, then Tanzanian is a democratic country. A number of studies agreed that, to achieve development and economic growth, democracy is essential, as democracy is useful bridge between the state and its own people, of course if the democratic institutions rooted from the particular society and serving as machinery to give people more say over their government. 

Alongside this view, McCormick (1980, p.297) backed the democracy concepts as it is ‘good thing for everyone’ because the voters get the opportunity to choose directly their representative (legislatures) to represent them in the law making process. However, this assumption may proved wrong in specific case such as Tanzania where multiparty democracy introduced as a condition for development aid, civil society are weak and also too dependent to donors, the majority of Tanzanian are ignorant, passive and acquiescent, furthermore money-politics is dominant feature of the election process, and its money determines success or failure in the election. 

It is in this situation where most of the legislatures are caught in, and instead of representing their voters, legislatures allow themselves to be a tool of rent seekers at the price or in exchange of the election contribution or political posts, in exchange of illegal favor or protection. For instance, Tanzanian political and economic system is characterized by rent seeking practices,  where state elites are using their position as well influence to create legal environment that helps them to “maximize value and generate social waste rather than social surplus” (Tullock 1967 p.46-107). In this case, the statutory laws and regulations are introduced to protect the interest group, as a government response to political pressure from the self interest networks. This actions as of Lee and Orr (1980, p.113) described, enhancing few to achieve personal benefit at the detriment of the whole society.

Nevertheless, the actions of the parliament as well as other state apparatus to use public authority to maximize personal interests is contrary to the country's law as well constitution which apparent most of them swear to honor. The dilemma here is:
[Elites] cannot respect ordinary laws of the State if [they] do not respect the constitution under which they were promulgated. A scrupulous respect for the constitution is the basis of the principle of the rule of law. […] This is an area where [Tanzania] need to be very careful. Presidents, prime ministers, and sometimes all members of a government, seek to amend a constitution in their own favour even when they come to office through.... (Nyerere 1998)

Under the circumstances explained above, several laws which have negative aspect to the national interest have been passed by the parliament despite of strong resistance from the public. These laws facilitate legally abided economic harm decisions, and therefore it gives legal protection to the economic ‘impair’ acts, such as the National Investment Promotion Policy and enacted law under the National Investment (Promotion and Protection) Act of 1990 and its amendment Act of 1997, and financial laws and customs duties Acts of 1997, and the introduction of takrima
 law, Central Bank Act of 1995 and the amended one of the 2006, which gives a room to the well off, to manipulate the system and further more social waste.

Rent seeking activities in Tanzanian  democracy process started to emerge after the introduction of SAP, where business elite’s allowed to engage in politics, the opportunity allowed them to maximize the returns through wealth transfer, the view which supported also by McCormick (1980, p.297). For instance in Tanzania, since the business elites start to engage in politics in 1990s, the concept of democracy in the Tanzanian parliament have been distorted and loose its meaning of representation, because the legislators have obligation to support their political party which is funded by individuals who have strong stake in business. The result of this is the legislators (with exception of few) do not take action in the parliament as masses’ agents in law making process, rather as party’s supporters, regardless of their party’s position is against their voters and national interest. The situation is exacerbated as party’s have incentives to influence its legislators’ actions; the most common are party caucus and post election appointments. 

Nevertheless, the rent seeking practices have been exacerbated by the obliteration of the Tanzania leadership code. The abolition of leadership code gives the green lights to legislators and state elites to ‘engage’ in business legally and illegally; and public offices became a market place for rent seekers where they buy and sell favors to support decisions and actions which help them to accumulate what Gibson (2003) call “windfall profit” just by consent to certain decisions which are harmful to the majority Tanzanian, but very profitable business to few state elites who colluded with conglomerates companies and crony business elites.

 In this light, abolishment of the leadership codes and the liberalization of all economic sectors give the venue for politicians and government officials to engage in legally abided rent seeking activities. In the view of the fact that Tanzania abolished the leadership codes, the country has witnessed the corruption which more rampant than conventional wisdom would allow. However, these practices were conducted by the state elites who benefited from the ‘money politics’ to provide illegal advantages to people with ‘right connection’ over others, in exchanges of bribes or other forms of favor. Despite of these actions are amounted to serious crime, Acts passed in the parliament in most cases intended to give the ‘elites’ legal protections from unexplainable wealth earned from corrupt practices. These laws in many ways allow the business elites in Tanzania to engage in politics and to have influence over policies and it gives them leverage over the state elites who consequently use the state power to advantage themselves. 

It is under these circumstances where Orr (1980 p.223) was concerned with uncontrollable relationship between politicians and business elites. It can be seen that since this ‘marriage of convenience’ often exposes a danger to the rest of the society, since this collusion is funded, in exchange of state elites to use their power to favor interests groups, by giving out illegal protection in exchange of ‘money-politics’, which is purely a Tanzanian case; where criminals in Tanzania have been protected by the very same people who are supposed to protect the state integrity. In sum, the characteristics of Tanzanian democracy contradict in many ways to the essential ingredients of democracy where citizens are required to cooperate on equality-terms within a nation’s boundary and country’s law which have to apply to every voter without exception, but it seems in Tanzanian free market economy state elites are above the law, as even election corruption is protected by law, backed by the attorney general who apparently rewarded a ministerial post after the election.
5.2.3. Does Free Market have Capacity to Bring Economic Growth?

The role of government as an instrument of state is to safeguard the interest of the nation, mainly its internal and external peace as well as well-being of its citizens. These duties have been largely undermined in free market Tanzanian government, the attitude supported by external and internal forces that try to hinder the effectiveness of the Tanzanian government for more personal gain than the nation interest. These forces are aiming to pushing further the government to withdraw from funding social services as well as from run the economy as a condition of getting more aid. 
It was under this circumstances where the Tanzanian government since 1986 have been responded positively the donors call to advocate the free market, which eventually weakening the state which is already weak without any capacity to intervene the market to protect its own people. For instance socialist Tanzanian government identified itself through African socialism policy with self reliance as its main focus to transform the country economy from agrarian to industrial based economy. Along with Evans (1995 p.78), in order to achieve its goal, the socialist government nationalized all means of production and placed it under the state control while it was consolidating the economic base. In doing so the socialist Tanzanian government engaged in the economy in several forms such as custodians, demiurge, midwife and husbandry, with the aim of fostering the industrial development.

However, opening the Tanzanian centralized system economy to free market economy under the Washington Consensus doctrine brought to Tanzania a number of challenges. For instance, liberalized market economy in Tanzania allows the private sector to take more roles in public services as well as in the economy and leaves the state without any power to act on behalf of its voters wish, contrary to the government promise that liberalization reforms will enable the “…free market [to] allocate resources more efficiently and hence enhances economic growth” (Nkya 2003 p.44). The introduction of liberalization and economic reforms seemingly purposely or not, Tanzanian government was playing-down with the possibility of irresponsible local elites as well as the international criminal types investors who could exploit “the window of opportunity” and endanger the whole country economy, as it happened throughout since 1991 when the government deregulated the financial institutions, and private banks were allowed to run their activities. 

In this case, the relaxation of financial institutions vis-à-vis FDI rules governing repatriation of foreign currency, enabled lots of local and foreign investors to engage in illegal foreign currency repatriation as it was noted also by Gros (2003 p.71). By looking carefully on the SAP and liberalization policy in Tanzania, few things one can be observed: the SAP caused serious economic as well social impacts to Tanzanians. While some are positive, there are several negative impacts. This is due to the WC prescriptions, which are principally benefiting foreign creditors, political and government official elites in Tanzania and foreign capital owners as well as criminal type investors who came to invest in Tanzania after trade liberalization. 

For instance, in most cases crony capitalism in Tanzania has been seen clearly dominated by close and suspicious relationship between the Tanzanian government and the business conglomerates where essentially the government serves as handmaiden providing subsidies, tax breaks and illegal protection from other competitors; this is seen for example with TICTS which have monopoly of container terminal in Dar-es-salaam harbor, and the international mining companies, who enjoy extremely ‘generous’ conditions for a life time the particular project, contrary to what is allowed with Tanzanian mining Acts. 
For example, while the Tanzanian mining Acts do not allow mining contract to exceed 25 years, according to the Article 3.2. The recent contract between the Tanzanian government and Barrick mining, states the life of the contract is 25 years with an option for the company to renew the same upon the same terms and conditions for further period of 25 years.

5.2.4. Tanzanian Bureaucratic System in Free Market Economy

Along the line with Gros (2003 p. 66) and Evans (1995 p.71) despite of many tending to take the effective bureaucracy for granted, the construction of esprit de corps
 within the bureaucracy involves often risks, time, energy and resources; as masses tend to see the bureaucracy as a problem, many try to demoralize rather than to sustain it, as eventually its result are always not so apparent. The Tanzanian responds to SAP conditions which required Tanzanian government to undergo social and economic reforms have been impacted Tanzanian bureaucratic system negatively. The impact of the SAP impemetation, may be examined from the social loss incurred by the twisted Tanzania bureaucratic system based on donors’ conditions. For instance, under the socialist system, Tanzanian bureaucracy was characterized by esprit de corps among the state and political elites, the spirit which helps the state to safeguard the national interests, as the Arusha Declaration highlighted the importance of the bureaucracy to put great emphasis on the actions which will raise the standard of living for everyone, and a esprit de corps reinforced as the Arusha Declaration required “…everybody who loves his nation has a duty to serve it by co-operating with his fellows in building the country for the benefit of all the people of Tanzania” (Nyerere 1967). 

However, the new SAP paradigm introduce a new reform mind-set to Tanzanian, in the line of Koponen (2003) these reforms have been twisted the Tanzanian social and bureaucratic stability, as the social economic laws and decrees have been constantly changed as donors with in the process of adopting the reforms. Because of these reforms in Tanzania, which are practically found at all state activities and at all levels of the state, skeptical critics are there “… to complain that Tanzania is suffering from re-formists” (Koponen 2003 p.138). Under the auspice of socio-economic reforms, ever since the behavior of Tanzanian government turns to policy reforms, which eventually end up enriching few and cause lots of harm to many. However, as policy and reforms bring more disparities to its people; Tanzanian government has been initiating one reform upon another reform.  
However, as the SAP conditions demanded the government to reduce the size of the public sector, this decision miserably impacted the Tanzanian strong bureaucracy in unconstructively way. This is because the SAP condition induced retrenchment for long serving civil servants, who eventually cross over to NGOs and international project which funded by same donors who push the retrenchment. Nevertheless, states withdraw from public services and economy has reduced possibilities of advancement among civil servants, exacerbated by low salary and morale. In the line with Gros (2003 p. 66) the decisions consequently, reduce an esprit de corps among civil servants who often blinded themselves from seeing the morally wrong of misusing their public offices for their own interest. 
As a result a bureaucratic structure in Tanzania started to fracture and left the bureaucracy system without coherence, eventually leading the country to be unable to find the ability to formulate collective goals, maintaining law and order as well as working ethics within the government frameworks, the qualities which are needed for a government who seriously want to transform its economy, as Evans (1995 p.43) suggested.

5.2.5. A ‘Marriage of Convenience’ between the State and Business 
          Elites in Tanzania 

One of the characters dominating the contemporary Tanzanian political and economic system is the lack of esprit de corps among state elites. This is because of the liberalization which confines the Tanzanian state elites in a constant tug of war between the reform-minded in the government and anti-reform-minded within the ruling party, which was ended by the consensus that state and business elites could collude against the state, with the modus operandi of the saying ‘one who pay the piper call the tune’, this came after the IMF rewarded the reform-minded government with SDR 64.2 million, as mentioned by (Kiondo 1992, cited in Vreeland 2003 p.338), in the middle of the foreign exchange problems. This money was used as a tool for reform- minded group within the state against those who fought against liberalization reforms. 

Consequently, the state dragged the party in the reform process, against their will, and the sweetness of the IMF money and opportunities, offered by the liberalization process such as accumulation wealth using public offices, made “The owners of [foreign exchange in Tanzania to] gained supporters in the party and government while forging an alliance with the IMF and the World Bank” and eventually the IMF found local “…allies who in turn found supporters within the state” (Ibid, p.338). Consequently, the rent seeking practices between state and business elites in Tanzania started to be practiced openly and these actions impacted the country development negatively; as ever since, the strong collusion between the state and business elites has shaped the domestic politics in Tanzania. This relationship made Tanzanian economic growth to suffer from serious corruption cases exacerbated by poor political leadership and incompetent and weak bureaucrats. 

Although the rent seeking countries such as Tanzania have tendencies to look upon itself as  “autonomy state”, the features dominating its practices characterize the country more as “predatory state”, based to the classification of Evans (1995 p.43). Because the major part of political and economic sphere are dominated by corruption, the private sector and state bureaucracy are dispersed, although they are concentrated to each other in what may perceived as ‘marriage of convenience’ where  through that collusion further social waste may be generated to maximize gain for both of them. 
5.2.6. How Rent Seeking is Inimical for Tanzanian Economic Growth

The protection offered to criminals after the corruption and ‘money politics’ paved its own way, and was accepted by the officials in the Tanzania public offices, may not necessarily be seen as inimical for economic growth, rather under certain conditions they can actually be beneficial, for example if “there is a balance of power among a small and stable set of government and business elites, [in this case] money politics can actually reduce transaction costs,” as described by Kang (2002 p.3). In the case of Tanzanian context, where the institutional structures are so weak due to the weak bureaucracy system and the non-autonomy resulting from the political interest; the corruption and ‘money-politics’ may cause more harm to the economy as predatory practices which earned the government a  tremendous loss as well economical burden to the country.

Because of the ‘money-politics’, Tanzanian politicians have been battled to retain patrimonial qualities where all powers are vested in small group of personalistically interconnected individuals, in line with Evans’, (1995 p.46) description, in order to have strong influence over bureaucracy. Consequently, people in civil service find themselves under pressure to make economic policy decisions for political reasons, such as the decision of central bank to allow dubious company such as TanGold to run business with the BOT contrary to country laws; and the BOT decision to give guarantee to offshore companies called Meremeta and its liquidator Deep green, the arrangement earned a tremendous loss to the government. 

Nevertheless, the power of ‘money-politics’ in Tanzania can be observed in 2007 when the foreign auditing firm Ernest&Young identified 22 companies to conduit public funds illegally, the Tanzanian government seems to hesitate to sue the responsible civil servants and politicians who colluded and looted the money, and instead the government action found relate to Svaleryd (2007, p.2) that low level of accountability in Tanzania make the government protect its members in what may be called 'systematically protection' by negotiating with criminals to return the money which were stolen. 

The actions of the corrupt politicians proved hard for political part to resist due to the party is funded by very corrupt members Svaleryd (2007, p.2), as the report says all 22 companies’ conduit funds from the central bank have close link with the senior member of the ruling party, and almost all of them implicate the ruling party as the main beneficiary of the stolen money and the funds used to finance the election campaign in 2005. In this case the ‘money-politics’ facilitates neither an efficient environment for investment nor trust between the political and business elites, rather it has been enriching few actors who colluded with business elites and conglomerates at the expenses of the whole nation. 

Nevertheless, the collusions between the government officials, politicians and business elites have been maintained by public resources extracted from the productive activities to the unproductive activities such as the election campaigns. The results are that Tanzania has lost tremendous amount of foreign currencies which repatriated abroad illegally, and the responsible people have been immune from the prosecution due to the strong network they have with government officials. Consequently, any efforts for economic growth have been thwarted by these illegal practices.  For example, constant disappearance of hundreds of millions of USD from the central bank through the financial scandals such as Meridian Biao, DCP, Meremeta gold mine, and EPA has been closely linked by dubious relationship between Tanzanian politicians and senior government officials on one hand and the business elites on the other.


5.2.7. Foreign Actors and State Elites in Free Market Economy
In order to achieve economic growth, a country has to enforce rules which would prevent any attempts of individuals to exploit the system, as Evans (1995 p.78) states. In this case all citizens are compelled to pay taxes to the government so that the government could run the state affairs efficiently. The assumption here is that state would spend this revenue wisely and productively. It is also expected that the state use this tax to transfer the funds through redistribution so that everyone could benefit, as Tullock (1967 p.41) stipulates. 

But in the case of Tanzania, ‘a marriage of convenience’ between the state and business elites fails the state apparatus to take full its responsibilities of collecting taxes for the common good, as can be seen in the data from Fjeldstad (2002 p.4), where is showed how the state in Tanzania is failing to collect taxes for decades now; for example in 1993-94 the amount of evaded taxes in customs was estimated to 2.5 times more than the actual amount officially recorded. Nevertheless, the mining companies evade paying tax since they start their operations due to the ‘loopholes’ in Tanzanian tax system. Consequently the government fall short in repairing the infrastructure which is continuously deteriorating, and it is also unable to pay a decent salary for a civil servant, particularly to those who are responsible to regulate the law and order, to whom Evans (1995 p.43) referred as ‘state’s visible representatives’, the danger here is to the society if the life of 'visible representative' is on the backs of the ordinary people. 

As the government fail to collect taxes, and allow multinational companies to run their activities tax freely, make the government to find difficult to impose tough rules which compelled everyone to live with the rules.  In the absence of rules which govern the state behavior and create citizens commitment to their state, the survival of these regimes lays on the shoulders of its powerful friends, often Europeans and United States (Evans 1995, p. 46) as we can see while the government fail to collect its own legal tax from multinational companies and particular in mining sector. Foreign donors funded Tanzanian budget more than 40 per cent and praising the country over its economic growth.

However, in the light of Evans (1995 p.44) argument, Tanzania is characterized by predatory behavior where the state has no regard to its citizens, as the state extracts a huge amount of money which could be used for development projects, and invests a little in the “collective goods” and plunders the rest of the money through procurement and other opportunities such as financing individuals’ political carriers, investing in foreign banks and financing lavish life style. Series of trends of unnecessary costly contracts between the government and largely foreign investors in Tanzania raises widely a concern among the Tanzanians that the government officials have price tags which the investors tend to bid; hence the state elites influence a number of bogus contracts, substantiated by inadequate democratic scrutiny and transparency, resulting to be a burden to Tanzanian tax payers. 

Under the circumstance above, the Tanzanian government ever since has consistently squandered the public money and its citizens’ resources in unproductive projects, such as the several TANESCO projects entered with private companies to produce electricity where the government and the public-owned company have to pay a USD 7 billion monthly in capacity charges only. Nevertheless, the public procurement, which has been given to companies which are owned by people who have the ‘right connection’, has been also earned the government tremendous loses, estimated to USD 300 million annually. According to the IMF, as this felony has been practiced rampantly for the last 15 years, the government has lost the amount estimated to USD 3.6 billion in public procurement. 

The lost amount is equivalent to one quarter of the whole government debts, and no one seem to be alerted to refill the loopholes, in what may perceived the most of the government officials benefiting from these loopholes, maximizing the personal benefits and the detriments to the whole society. The Tanzanian government practices, despite of the undermining of poverty eradication efforts, are also increasing in the public burden; nevertheless, the wasteful expenditure of the limited resources which benefit only few may be perceived as one of the factors causing detriment to the country’s economic growth. 
Surprisingly, while other African countries such as Zimbabwe are under constantly criticism from the Western and international monetary funds, Tanzania  which 40 per cent of its government budget are depending on foreign supports, while it fails to collect its own taxes, has been showered with praises by the same very country and organizations which criticizing other countries for corruptions. However, it is obvious these praises come due to these ‘donor’ countries are the beneficiaries of the dubious ‘incentives’ which foreign investors from their countries are entered with Tanzanian government. 

Nevertheless, the what so called ‘donor’ countries under the auspices of the World Bank-supported SAP, they were the one who pressurize Tanzanian investment and tax laws were radically revised to offer to investors generous incentives leading the government in various ways to be a victim of its own policies as was shown by Curtis & Lissu (2008 p.16). The impact of the so-called ‘incentives’ is massive tax evasion which denies from the government significant amount of revenue which could be used otherwise for poverty eradication and promoting economic growth.  


5.2.8. Between Privatization and State-Sponsored Theft

The predators have no regards to their people, and therefore in the close relation with the foreign actors they always struggle to find loopholes where they can maximize their personal gain. In this case we will perhaps find the privatization process in Tanzania which was characterized by nepotism and ‘kleptocracy’ manners. Despite of the decades of central economy which discouraged them from the capital accumulation, yet the Tanzanian politicians and government officials supported privatization knowingly even if Tanzanians were unable to bid due to lack of both capital and knowledge. However, the Tanzanians proceeded in what Coolidge & Ackerman (1995 p.07) call ‘predatory’ manners where the rent seeking government tends to:

“favor and support for policies which would give [the elites]opportunity to  extract rents and in contrast they would oppose policies which do not benefit
 them even  if such policy would higher social wealth.”

For instance, although it was clear that the SAP conditions would not benefit or higher the social wealth of the country, the government adopted the conditions because it provided rulers the opportunities to extract rents, since the major part in political system in Tanzania was dominated by rent seeking practices, as the business elites financing the influential politician through various forms of legitimate political support such as election contribution, in order to pursue them to receive special privilege to secure certain rights. Therefore, under these circumstances both the state and business were caught in what Kang (2002 p.23) calls “mutual hostages” where the both sides exploit the situation and significantly benefit from the opportunities which allow them to maximize personal gains.

Apart from the legitimate rent seeking in Tanzania, which comprises the state elites in collusion with the business elites who are facilitating legally tax evasion through exemptions or loss declaration, the illegal rent seeking has surpassed the legal rent seeking. It is common practice in Tanzania and takes mostly the form of corruption, in other cases the Tanzanians state elites are engaging in what may be referred as primitive rent seeking which amounted to looting, stealing or even grafting. Generally, the illegal rent seeking surpassed the legal one, and it is common in Tanzania for business elites to obtain a tremendous profit by influencing government officials to use the power of the state to obtain public tenders which will never be delivered (the case of Richmond), and the illegal protection in various form which goes contrary to the country law (the case of TICTS). 

In any rent seeking society, it is so obvious that the collective effort of the interest group seek to manipulate legal procedures and to create a legal and institutional environment to justify their cause. This effort is made to enable them to extract transfers of wealth outside the voluntary market exchange. In this case it was very common in Tanzania for rulers to support privatization, but not intending for providing social surplus, rather for their own benefit, as a number of them demanded shares or other forms of favors from the investors in exchange of the illegal protection from the political elites. The obvious examples of these practiced were the Tanzania Telecommunications Company Ltd, Tanzania Harbor Authority and Dar-es-salaam Water Authority.

However, in some cases Tanzanian rulers have supported inefficient ‘nationalizations’ in order to keep certain enterprises in public hands to generate additional waste; in this case, a company such as TANESCO was used as a source of income for a number of senior government officials, as the company was forced in several occasions to enter dubious contract which ended to cost to the company about USD 7 million monthly in the capacity charges only. This amount is estimated to be equivalent to 30 per cent of its all monthly revenue, and as a consequence the government has to subsidy the company and the masses have to pay addition cost through monthly tariffs.



5.2.9. State-Sponsored Rent-Seeking?
Since the free market economy was introduced in Tanzania, the trends show that there are increasingly corruption practices within the government, as the government officials use the state power to benefit themselves at the expense of the masses. A number of cases in the empirical chapter shows the significance of the public funds to be siphoned from tax revenue and donor’s money has been diverted to private bank accounts through the dubious companies and the repatriated individuals abroad used the remain funds for consumptions. In this case, the deregulation of financial market made Tanzania as a potential target of all anti economic growth activities such as money-laundering and graft scandals, which recently have reached the highest level which has never been seen in the country history.

However, evidences have continued emerging in Tanzania and the government continues reacting in ‘gentle’ way in the fighting against the accused officials based on evidence widely seen. The government reaction may prove the assumption concurred by a number of the systematical reports and investigative journalism stories which constantly break the news of corruption and financial scandals, that:

“… [The grand corruption and financial scandals within Tanzanian government] have started to shake the hypothesis of some [Tanzanian] that corruption in Tanzania is not so bad as to compromise the overarching goals of economic growth. […] These reports confirm the existence of large-scale corruption schemes and entrenched sector-wide corrupt networks, involving not only the local political and business elites but also international companies and entrepreneurs.” (Hussman 2007 p. 178)
For instance, there are several practices by the government officials who earned the government ridiculous loss, yet these officials are protected either by the top politicians or the law passed by the parliament purposely to protect them. For example, several senior civil servants who opened on ‘behalf’ a dubious offshore company known as Tangold are still at the large together with the former BOT governor who was directly involved with several financial scandals confirmed by the international audit firm, yet he is not to be even questioned by the authority, the only answer from the government was that ‘the guy is not needed yet’.   

The circumstances surrounded the cases mentioned above are increasing evidences that in Tanzania there are well-established, deep-rooted and unshakable networks of grand corruption activities between the local elites and foreign investors. This illicit complex set of connections compromise with any attempt to bring about economic growth, as stated by Hussman (2007 p. 178).

In this perspective, Tanzanian economy is not far from what David Gould has stressed on Zaire, where the corruption dominates the entire system of the government and the economic activity, and "the embezzlement of state funds, tax evasion, and other dishonest practices have facilitated the 'consolidation of the economic base of the bourgeoisie'" (Harsch 1993 p.36). From this light, the illicit accumulation, such as the corruption in Tanzania continuing for decades, has been observed as the principle mode of capital accumulation.
6. CONCLUSION

The predatory and rent seeking activity, which dominates Tanzania, attracts seemingly foreign direct investment, particularly in the extractive industry and the service sectors such as tourism and financial services. Apparently, these activities contribute significantly to Tanzanian economic growth. However, on the other hand this study concludes the following problems: lack of the government control over the country’s resources; anarchy over the rules governing the state behavior; massive power relying on the small number of rent seekers who have control over the government because of the money politics; and a ‘marriage of convenience’ between the state and business elites who collude against states. In this light, although Tanzania perceives itself as an embedded autonomy state, the study discovered, however, that Tanzania fits in the concepts of rent seeking and predatory state, instead of embedded autonomy state. 
As this study shows, while Tanzanians were not precisely prospering with the socialist economic policy, the introduction of the Washington Consensus doctrine has not helped them to achieve economic growth as they were promised by the international monetary institutions with the perception that the free market economy is a standard prescription for the country’s troubled economy. However, while the free market economy did not help the Tanzanians, the reforms pose even more challenges to the future of the country. This is due to the introduction of the free market economy in Tanzania, which began in 1986 and its supplementary agreements signed between the IMF and the Tanzanian government in 1987, 1991 and 1996, which have made the country to become more dependent on the foreign aid up to the most terrible level that lots of poor countries have never been in.

In fact the free market economy in Tanzania failed to produce fair distribution of benefit, especially for those who need; instead it worsened the economic situation of the majority of Tanzanians, as the SAP implementation was distorted by grand corruption particularly in privatization process, which enabled the state elites to accumulate illegally fortunes in collusion with the foreign investors and caused detriment for the whole nation. For instance, while the GDP rises, and the economic growth attained growth of 5 and 6 percent is taken as a success of the free market by both the IMF and the Tanzanian government, no one can explain exactly why the government budget financed by the foreign donors by 42 per cent.

It is becoming clear that the foreign donors, through their multinational companies, are the main beneficiaries of the corrupt practices in Tanzania, and, therefore, they have moral responsibility to legitimize the government by funding them significantly, and consequently, budget supports in various ways have been used by the government to legitimize the government’s unpopular actions, to favour the donors or their multinational companies in lucrative sectors such as mining as the empirical data shows. As a result, it is clear that economic growth in Tanzania is not for everyone, since the profit from economic growth end in the pockets of few, and hundreds of millions of USD are repatriated abroad illegally, and the misappropriation of public funds is becoming a norm.

In addition, the criminal types of state elites who engage in embezzlement of the public funds are given ‘systematic protection’, the courage which proves the “existence of large-scale corruption schemes and entrenched sector-wide corrupt networks, involving not only the local political and business elites but also international companies and entrepreneurs” (Hussman 2007 p. 178). Under these circumstances, corruption in Tanzanian politics has constituted a significant impediment for the country’s economic growth. In this perspective Tanzanian economy is not far from what David Gould has stressed on Zaire, where corruption dominates the entire system of government and economic activity, and "the embezzlement of state funds, tax evasion, and other dishonest practices have facilitated the 'consolidation of the economic base of the bourgeoisie'" (Harsch 1993 p.36). From this light, the illicit accumulation through corruption in Tanzania for decades has been observed as a principle mode of capital accumulation.

The consequences of rent seeking practices in Tanzanian politics can be also seen as the country unemployment rates increase, and poverty, malnutrition as well as the poor quality of health care and general education levels are breaking new records, together with the lack of opportunities. All of these take away the hope which Tanzanians had since the independence to the period before the introduction of the free market; in contrast the government maintains its lavish life style and continues to divert funds to unproductive activities. These actions makes Tanzanians to lose their trust to the governments due to its maladministration and its political patronage system and networks which produce multi-billionaire state elites, whose enrichment comes apparently at the expenses of poor Tanzanians through the rent seeking and the dubious costly contracts.

Nevertheless, another damaging scenario of the existence of corruption in Tanzania is threatening the rule of law and enforcement contracts, since as the public confidence to the justice system in Tanzania deteriorate, no one can claim his life and property to be safe. Consequently, this lead this study to conclude that the corruption in Tanzanian justice system and the corruption in the government structure is one of the factors thwarting the country’s economic growth. Since it is now generally acknowledged that the Tanzanian elites are undermining the state’s law, the attitude may weaken further the fragile state, when the norms, standards and legal arrangements that are administering the public rules particularly on the transactions, are not applied for everyone. This is because the violations of the rules are rampant, but none of the senior state elites has been taken to court since 1990s when the first case of massive embezzlements of the public funds, and other series of misappropriation of public funds which now amount to billions of USD, came into light

However, the public outrage against the grand corruption in Tanzania has been occurred since 1990s when the Warioba's commission report on corruption disclosed the high level corruption practices within Tanzanian government. Currently, MAFISADI (senior state elite corrupt) became a well-known target for few reliable local news papers. As the politicians, mainly from the opposition and few from the ruling party, demanded punishment for the corrupt officials and recovery of stolen money, there are clear efforts conducted by the state apparatus to cleanse the corrupt officials who are apparently known to the public. In this perspective, corruption in Tanzania seems as inimical to the democracy, to the country’s security as well as to the Tanzanian economic growth.

As economic growth needs a credible state where the law-enforcement is credible and functioning vis-à-vis with other legal institutions, the Tanzanian government prove to be incapable in defending its own rules as the double standards in implementing the rules have been so obviously seen in state efforts to provide a ‘systematic protection’ over the ‘deserving citizens’. This can be seen in along with Evans ideas in the absence of rules which governs the state behavior and creates citizens commitment to their state, the survival of these regimes lays on the shoulders of its powerful friends, often from Europe and United States (Evans 1995, p. 46). In this light, Tanzanians’ public outrage over the corruption practices within the government is not always heard by the ‘international community’, unless it is ‘convenience’ for the global powerful states to interfere, if their stake is also in danger of these corrupt activities.  
In sum, Tanzania is now passing through difficult time, where the trust between the people and the state is in despair, and the gap between the state elites and citizens widens consistently; it seems like the government has no regards to its own people, if one compares to how they take the foreign donors seriously into account. However, as the donors in collusion with the foreign investors and the state elites manage successfully to take control over the driver’s sit, they give all ‘direction’ to the government to take the decisions against the majority of Tanzanians’ interest, and contrary to the public expectation. In all these cases, it is clear that the situation and progress in Tanzania is seemingly not too far from what happened in Mali in March 1991 where:

…large crowds of people poured into the streets of [capital citys] and other towns
 to exact retribution, culminating weeks of popular unrest. They went after prominent officials, military officers, and members of the wealthy elite that had prospered during the [corruption period rule]. Customs and tax offices, traditional centres of high-level corruption and embezzlement, were systematically burned, their files taken or scattered, their staff put to flight. Big merchants, accused of collaborating with the ousted regime and benefiting from state favours, saw their shops emptied and [properties] destroyed. Though disorganised and apparently beyond the control of any leadership, the crowds carefully spared vital economic installations - but not the offices of the [western countries institutions] seemingly tainted by its role as the main channel for [western] financial aid to the Government.'  (Harsch 1993, p.31)
It is obvious now, that the emergence of the political entrepreneurs in Tanzanian politics poses a major challenge to the future of the country. This is due to the illicit wealth accumulation propping up the multibillionaires elites in Tanzania. As too much power in Tanzania is in the hands of the corrupt politicians and business elites provoking more rent seekers to engage in rent seeking, the situation poses a serious threat for the country’s future. 
This study would like to recommend that unless a significant change is made in Tanzania social, political and economical system where the country could benefit from its resources fairly and the government would ensure a fair redistribution to everyone. Without significant change, under the current trends the country will not be able to circumvent the anarchism which seemingly starting to claim its existence in Tanzania, and eventually the study predict would lead to civil unrest. In this case political and legal institutions must really work as a means of reducing the interest group efforts of abusing their power and create further waste of resources; which this study found as a main obstacle for Tanzanian to achieve a meaningful economic growth which would help normal Tanzanian to alleviate individual poverty.
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� Millenium Development Goals is UN officials’ target that by 2015 the World will halving extreme 


   poverty, spread HIV/AIDS, and providing universal primary education.


� SDR means the Special Drawing Rights, which is an international reserve asset, created by IMF in 1969 to supplement the existing official reserves of member countries. It is allocated according to member countries’ quotas. (IMF 2008)


� IMF ordered Tanzania government to meet a list of conditions to access the foreign exchange promised to the country under the 1979 agreement. The claimed tough conditions were, according to Stein (1992, cited in Vreeland 2003 p.336), “currency devaluation of 50-60 per cent, reduction of the government’s budget deficit, a freeze on wage increases, “commercially sound” parastatal policies (removing subsidies on gas and petroleum products), increased interest rates, increased producer prices and the removal of import controls.” 





� The oil price shock forced the Tanzanian government to sign Oil Fund Facility with IMF: the loan which was amounted to USD 6.3 million. This fund was designed by IMF to provide foreign exchange to countries facing shortages following the increased petroleum prices. (Vreeland 2003 p.334) 


� In Tanzania, the President is the chairman of the ruling party and almost all appointments of the senior and middle position are coming from his office.


� President Mkapa he has been accused for personal ordering the illegal extension of TICTS contract with unfavorable terms to the government and  against government’s own law and regulations. (TheGuardian 12/04/2008)


� Most of these alleged people played a key role in the election process which helped the president to come to power. 


� The amendment enables TIC to monopolize all issues related to investment from registration, licensing, land, labour, immigration and financial issues. 


� Leading investment sector comprises mining and infrastructure and the other priority sector comprises agriculture, aviation, commercial construction, export processing manufacturing, natural resources, tourism and broadcasting. (Koponen 2003 p.133)


� Tanzanian government does not impose export duties and taxes on agricultural products.


� This assurance the Meremeta Company is owned by the Tanzanian government was given to the parliament by the former minister of energy and minerals Mr. Nazir Karamagi. (TheCitizen 16/04/2008)


� Tanzania companies Act 212, prohibits the offshore companies from operating in the country unless, the company is denial its original registration and therefore the company is becoming unprotected by its offshore registration procedures. (The Citizen 16/04/2008) 


� BRELA is Tanzanian business registration and licensing agency, responsible for registering all companies doing business in Tanzania. Its mission is to regulate and facilitate business operations to ensure that the business is operated accordance with the business and commercial principles. (Daily News 13/02/2008)


� RITES was awarded recently tender to manage Tanzania Railways Corporation. The Tanzania parliament was informed that RITES borrowed USD 77to finance its project. But with the all money, only 10 per cent of the amounts have been invested since. (The Citizen 25/04/2008)


� Samson Luhigo was former Director-General of Tanzania Harbours Authority who strongly questioned the efficiency of TICTS before the President Benjamin Mkapa, who was believed to be one of the defendants of TICTS.


� Tanzania Public Procurement Act (PPA) Section 69 (1) of 2004 states “…a procurement contract shall not be altered or amended in an way after it has been signed by parties unless such alteration or amendment is to benefit of the government or is not disadvantageous to the government” (ThisDay 13/04/2008).


�Since the privatization of Dar-es-salaam Port, the infrastructure and the services of the port have been deteriorated leading the country to massive losses. This is due to a number of shipping agencies moved to Mombasa, making the port to lose more than 50 per cent of the ships because of inefficiency. (ThisDay 20/02/2007)


� The World Bank claimed in the mining sector paper published in 1989-1992, that soft and conducive tax in the mining sector as the main factor would attract foreign capital in mining sector. (Curtis & Lissu 2008 p.16) According to Commissioner of Minerals, some clause in the law such as removal of 15% of capital allowance on unredeemed capital expenditure is part of the incentives given to the mining companies to attract investors, the advice given by the WB.  This is despite of the concerns from other stakeholders, who embarrassed with these incentives as was quoted “We didn’t ask the government to give it to us…We knew that the clause was really hurting the country’s economy by denying it more taxes from the mining industry, but our hands were tied”. (ibid p.28)








� An independent auditing firm Alex Stewart (ASA) was contracted by Tanzanian government in 2003 to audit and find if the gold production declaration and financial report were correct. 


� This was the Acts passed by the parliament which allowed the politicians to use money during campaign as they wish to show generosity and hospitality to the voters.


�  Esprit de corps may explain as a sense of purpose, professionalism and obligations toward the public interest among citizens from all levels and aspects of life. (Gros 2003 p. 66)
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