










1. INTRODUCTION 

The study o f  t h e  impact o f  macroeconomic p o l i c i e s  on households, espec ia l l y  
poor ones, i s  an i ssue  t h a t  i s  a t  t h e  f o r e f r o n t  o f  cu r ren t  development debates 
and necess i ta tes  t h e  use o f  macrosectoral model s w i t h  household d i s t r i b u t i o n a l  
d e t a i  1 (Sa r r i s ,  1990). A1 1 such models a re  based on a Socia l  Accounting Ma t r i x  
(SAM), namely a one-year snapshot o f  a l l  t he  f lows (income, expenditure) between 
a l l  sectors and i n s t i t u t i o n s  i n  an economy.' I n  Tanzania, one o f  t h e  poorest 
coun t r i es  i n  both A f r i c a  and t h e  world, t he  issue o f  whether macroeconomic 
s tab i  1 i z a t i o n  and adjustment po l  i c i e s  have adverse impacts on poor households has 
been a t  t h e  center  o f  t he  debates between the  government and ex terna l  donors a1 1 
throughout t he  l a s t  decade. However, up t o  now the re  has been no a n a l y t i c a l  
exp lo ra t i on  o f  t he  problem us ing  counter fac tua l  models. The purpose o f  t h i s  
paper i s  t o  descr ibe a SAM f o r  Tanzania s u i t a b l e  f o r  implementation o f  a 
macrosectoral  model geared a t  i n v e s t i g a t i n g  the  above issues. 

The o n l y  prev ious SAM f o r  Tanzania i s  t he  one b u i l t  by Ru tay i s i re  and Vos 
(1991). Th is  i s  t h e  f i r s t  SAM ever b u i l t  f o r  Tanzania, and i s  h i g h l y  aggregated, 
g iven t h a t  i t s  o b j e c t i v e  was macroeconomic ana lys i  s. Nevertheless, it has 
s i g n i f i c a n t  d e t a i l  on t h e  c a p i t a l  account, and o the r  des i rab le  fea tures  t h a t  were 
found q u i t e  use fu l  i n  t h e  cons t ruc t i on  o f  t he  present SAM. 

Jus t  1 i k e  the  SAM b u i l t  by R u t a y i s i r e  and Vos (1991), t h e  year  f o r  which 
the  SAM descr ibed here was b u i l t  i s  1976. This  i s  t he  1 a s t  year  f o r  which there 
e x i s t s  an input -ou tput  mat r ix ,  and a d e t a i l e d  na t i ona l  household budget survey 
(HBS) , whi ch permi t  substant i a1 d i  saggregat i  on o f  the  economy. Despite t h e  f a c t  
t h a t  1976 i s  f a r  removed from the  present, i t  marks one o f  t he  l a s t  normal years 
o f  the  p r e - c r i  s i s  p e r i o d  i n  Tanzania. From 1978 t o  1984 the  Tanzanian economy 
went through a major c r i s i s ,  from which i t  has no t  y e t  f u l l y  recovered.' 
Hence i t  o f f e r s  a good s t a r t i n g  p o i n t  f o r  an ana lys is  o f  both the  subsequent 
c r i s i s ,  as w e l l  as the  post  1986 adjustment. 

What f o l l o w s  describes bo th  t h e  method o f  cons t ruc t i on  o f  the Tanzanian 
SAM, as w e l l  as i t s  d e t a i l e d  s t ruc tu re .  

1 For a survey on SAM not ions  and cons t ruc t ion  see Pyat t  and Round 
(1985), Pyat t  and Thorbecke (1976), Pyat t  and Roe (1977). 

2 For recent  ana lys is  of Tanzani an macrodevel opments see S a r r i  s and van 
den B r i n k  (1993), and Bevan e t  a1 (1990). 



2. OVERVIEW OF THE TANZANIAN SAH 

Figure 1 presents the basic structure of the Tanzanian SAM, while Tab1 e 1 
presents the aggregated version. The SAM includes both current as well as 
capital accounts, dividing the SAM in four major blocks. The upper left hand 
block concerns current transactions within the current account. There are 
fifteen production activities in the current account, which are subaggregates of 
the 73 production activities of the 1976 input-output (10) table (United Republic 
of Tanzania (URT), 1986). Table A. 1 in Appendix A shows the correspondence 
between the activities utilized here and those of the 10. 

Of the fifteen activities, the first five are agricultural, given the 
importance of agriculture in the economy. The next four are manufacturing 
activities of which the fourth includes household industries (1 ocal brewing, 
tailoring, other cottage industries in the 10). The tenth sector is 
construction, the eleventh is commerce and the twelfth is transport and 
communication. The next three activities are services, the last including only 
the publ ic admini stration. Parastatal activities are included in their 
respective producing sectors. 

Factors of production consist of eight labor classes and three types of 
capital returns. The labor categories consist of unskilled and skilled labor 
employed by the publ ic sector, parastatal enterprises, formal private sector, and 
the informal or uncontrolled sector. In Tanzania, given the emphasis of the 
government in central ized planning, the institutional distinction above is 
important. Returns to capital are split among those accruing to unincorporated 
capital owners, parastatals, and the formal private sector. 

Institutions include six household classes; poor, middle income, and rich 
households in rural and urban regions respectively. While the original desire 
was to distinguish households according to factor endowments, this turned out to 
be impossible with avail able data. Two types of enterprises are distinguished, 
namely parastatal and formal (mostly incorporated) private ones. The government 
and rest of the world complete the institutional detail. 

The lower left hand side of the SAM shows current savings of the various 
types of institutions, which are a primary source of financing for the capital 
transactions of institutions. The lower right hand side of the SAM describes the 
flow of funds accounts. Each row shows the sources of investment finance for 
each type of institution, other than own savings. Apart from interinstitutional 
capital transfers, financing can be provided by financial institutions. There 
are two such institutions distinguished in the SAM; the central bank, and private 
banks (including state banks). 

Finally the upper right hand side of the SAM exhi bits the real investments 
of institutions. In the lower right hand side each entry in a given row and 
column, when viewed from a row perspective, describes a change in a 1 iability of 







the institution in the row. From a column perspective, it describes an equal 
change in an asset of the institution in the column. Hence, the column sums of 
the capital account describe the changes for the given base year, of all the 
assets (real and financial) of a given institution. The row sums depict the 
changes in their liabilities. Clearly, for each institution, the row sum must 
equal the column sum. 

In the Tanzanian SAM all flows are expressed in producer's prices. 
Marketing and other commercial margins are included in the commerce sector. Each 
production activity is assumed to produce one composite commodity of the same 
type. This is, of course, not strictly correct, as on the one hand some 
commodities destined for intermediate or final demand might consist of a mix of 
the products of the various activities, and similar production activities might 
produce commodities of several types. The resolution of this in more detailed 
SAMs is by the specification of appropriate transformation matrices. However, 
for the case of Tanzania there was no information on which to base the estimation 
of such matrices. 

Households and enterprises receive the returns to the various factors as 
income. They a1 so receive transfers from each other and the government, as well 
as the rest of the world (ROW) as income. Their current spending involves 
purchases of commodities, direct taxes, transfers to other domestic institutions 
and the rest of the world. The residual is current savings, shown in the lower 
left hand part of the SAM. 

Government current receipts include direct and indirect taxes (net of 
subsidies), and current transfers from domestic institutions and ROW. Government 
expenditures include purchases from the various sectors (mainly the sector publ ic 
administration), and various transfers. The residual is current government 
savings. 

On the capital account, apart from the institutions a1 ready described, 
there is a row and column which aggregates stock changes. This is labeled in 
Figure 1 as other wealth accumulation. Ideally, one should allocate stock 
changes to different institutions, but this was not possible. Banks, while 
included in the producing sectors under sector 14 (other services), are also 
included separately as financial institutions. In order to util ize their 
publ ished bal ance sheets, current savings and real investments (e,g . in off ice 
buildings, etc.) were included in the savings and investment blocks of the publ ic 
enterprise accounts. Hence, in the flow of funds accounts only changes in 
financial assets and liabilities are indicated. 

In the sequel the methods and assumptions used in constructing the SAM, and 
the detailed data making up the cells of the aggregated SAM of Table 1, are 
out1 ined. 



3. THE PRODUCTION ACCOUNTS 

The f i f t e e n  product ion s e c t o r s  of  t h e  SAM were aggregated from t h e  73 
s e c t o r  1976 10, but ,  t h e r e  a r e  several  adjustments made t o  t h e  o r i g i n a l  f i g u r e s .  
First, t h e  I 0  f i g u r e  f o r  government consumption seems exaggerated by compari son 
with o f f i c i a l  f i g u r e s  from o t h e r  sources such a s  t h e  Bank of  Tanzania (BOT) 
Economic and Operat ions Reports.  Rutayi s i r e  and Vos (1991) a1 so  not iced t h i s  
and ad jus ted  t h e i r  f i g u r e  f o r  government purchases from t h e  s e r v i c e  s e c t o r  
downward by 1238.4 mTsh (mil l  ion Tanzanian S c h i l l  ings)  . The same adjustment was 
made here,  except  t h e  f i g u r e  ad jus ted  was government purchases from publ ic  
adminis t ra t ion .  The adjustment i n  output  of t h e  publ i c  adminis t ra t ion  s e c t o r  was 
bal anced by an equal reduct ion  i n  wages of  t h a t  s e c t o r .  

Concerning expor t s ,  Ru tay i s i r e  and Vos (1991) not iced  t h a t  t h e  I 0  f i g u r e  
f o r  t o t a l  expor t s  was lower than t h a t  repor ted  i n  t h e  National Accounts (NA), and 
ad jus ted  a g r i c u l t u r a l  expor t s  upwards. However, r e f e rence  t o  BOT f i g u r e s  
sugges ts  t h a t  t h e  f i g u r e  i n  t h e  I0  i s  q u i t e  c l o s e  t o  t h a t  repor ted  by t h e  BOT. 
I t  was thus  decided not  t o  a d j u s t  t h e  I0  export  f i g u r e s  upward. 

Another adjustment done by Ru tay i s i r e  and Vos (1991), ( a l s o  done here)  i s  
t o  inc lude  expor t  t a x e s  (497.2 mTsh), a s  i n d i r e c t  t axes  on producers of 
a g r i c u l t u r a l  exportabl  e s .  The a1 1 oca t  ion of t h e s e  t a x e s  t o  t h e  f i v e  a g r i c u l t u r a l  
product groups was done according t o  t h e  export  values of  t h e s e  groups. By t h i s  
method 92 percent  of  expor t  t a x e s  f e l l  on t h e  expor t  crop s e c t o r .  

Another adjustment t o  t h e  I 0  concerned t h e  output  of  t h e  t h r e e  non- 
household based manufacturing i n d u s t r i e s .  In t h e  Tanzanian na t iona l  accounts 
(NA), manufacturing output  i s  es t imated from information of  es tab l i shments ,  
employing more than f i v e  persons, and i s  then ad jus ted  upward by 30 percent  t o  
account f o r  t h e  output  of  small s c a l e  indus t ry  (URT, 1985). This  was not done 
i n  t h e  1976 10. The adjustments made here a r e  t h e  fol lowing.  F i r s t ,  t h e  value 
added and inpu t s  t o  t h e  t h r e e  manufacturing s e c t o r s  (food processing,  o the r  
consumer good manufacturing, in te rmedia te  and c a p i t a l  good manufacturing) were 
ad jus ted  upward by 30 percent .  For t h e  t h r e e  manufacturing s e c t o r s  t h e  
adjustment on t h e  uses  was made by ad jus t ing  p r i v a t e  consumption expenditures .  
For t h e  o t h e r  s e c t o r s  whose output  must be increased t o  accommodate t h e  new 
demand f o r  supply o f  in te rmedia te  inputs  t o  manufacturing, t h e  opera t ing  surp lus  
was ad jus ted  accordingly.  

Table 2 p re sen t s  a comparison between t h e  1976 GDP a t  f a c t o r  c o s t  ( f c )  and 
market p r i c e s  (mp) and i t s  components; repor ted  by t h e  N A Y  t h e  o r i g i n a l  1976 I0 
and t h e  SAM. As f a r  a s  GDP a t  f c  i s  concerned, t h e  I0  and t h e  SAM t o t a l  
e s t ima te s  a r e  less than 1 percent  a p a r t ,  while they  both exceed t h e  NA f i g u r e  by 
about 13 percent .  The l a r g e s t  d i sc repanc ie s  between t h e  SAM and t h e  NA 
e s t ima te s  o f  GDP a t  f c  a r e  present  in  t h e  GDP of a g r i c u l t u r e  ( i nc l  uding f o r e s t r y ,  
f i s h i n g  and hunt ing) ,  t r a n s p o r t  and communication, and s e r v i c e s  ( inc luding  publ i c  





admini s t ra t ion ) .  On the expenditure side, the 1 argest discrepancy i s  i n  p r i va te  
f i n a l  consumption. 

Table A.2 i n  Appendix A exh ib i t s  i n  d e t a i l  the adjusted input-output tab le  
u t i l i z e d  i n  the construct ion o f  the SAM. The tab le  i s  augmented by two rows 
appended t o  the bottom tha t  show the sectoral make up o f  GDP a t  f c  and GDP a t  mp. 



4. ALLOCATION OF VALUE ADDED TO FACTORS 

For t h e  a l l o c a t i o n  o f  s e c t o r a l  va lue  added t o  t h e  var ious  f a c t o r s  exhib i ted  
in  Table 3 ,  t h e  fo l lowing  methods were used. F i r s t ,  t h e  a l l o c a t i o n  o f  t o t a l  
g r o s s  ope ra t i ng  s u r p l u s  from t h e  I 0  t a b l e  was apport ioned t o  p a r a s t a t a l  c a p i t a l ,  
formal p r i v a t e  c a p i t a l  , and informal c a p i t a l  . For a g r i c u l t u r e ,  t h e  propor t ions  
o f  t o t a l  a r e a  (and 1 i ve s tock  numbers) i n  t h e  va r ious  I 0  c a t e g o r i e s  t h a t  a r e  
c u l t i v a t e d  by 1 a r g e  s c a l e  p a r a s t a t a l  s and p r i v a t e  1  a rge  s c a l e  ( t h e  formal s e c t o r )  
farms, were es t imated  from t h e  1971/72 a g r i c u l t u r a l  census.  I t  was assumed t h a t  
t o t a l  a g r i c u l t u r a l  ou tpu t ,  and r e t u r n  t o  c a p i t a l  accruing t o  l a r g e  s c a l e  
e n t e r p r i s e s  were a l s o  propor t iona l  t o  t h e s e  numbers. These were es t imated  t o  be 
f o r  0.041 c e r e a l s ,  0.025 f o r  o t h e r  s t a p l e s ,  0.172 f o r  o t h e r  food c rops ,  0.526 f o r  
expor t  c rops ,  and 0.014 f o r  o t h e r  a g r i c u l t u r e .  I t  appears  on t h e  b a s i s  o f  the 
1971/72 census t h a t  i t  i s  mostly expor t  and o t h e r  cash c rops  where l a r g e  s c a l e  
"formal" p r i v a t e  and p a r a s t a t a l  production a c t i v i t y  i s  p r e sen t .  A1 though t h e  
1973-75 v i  11 a g i z a t i o n  campaign could have a1 t e r e d  t h e s e  propor t ions ,  r ecen t  
a n a l y s i s  ( S a r r i s  and Van den Brink, 1993) sugges ts  t h a t  t h e  a g r i c u l t u r a l  
product ion p a t t e r n s  between 1971 and 1987 have no t  changed much. 

Given t h e  s h a r e  o f  g r o s s  ope ra t i ng  s u r p l u s  accounted f o r  by formal 
e s t ab l i shmen t s ,  pub l i c  and p r i v a t e ;  t h e  accounts  o f  p a r a s t a t a l s  (URT, 1990) were 
used t o  f i n d  t h e  amount o f  s e c t o r a l  va lue  added due t o  a g r i c u l t u r a l  p a r a s t a t a l  
product ion.  The propor t ion  o f  t h i s  amount i n  t o t a l  a g r i c u l t u r a l  va lue  added (1.9 
percent )  was used t o  appor t ion  t h e  ope ra t i ng  su rp lus  of  each of  t h e  f i v e  
a g r i c u l t u r a l  s e c t o r s  t o  p a r a s t a t a l  product ion.  The remaining formal s e c t o r  
c a p i t a l  returns was apport ioned t o  formal p r i v a t e  s e c t o r  e n t e r p r i s e s .  The r e s t  
o f  a g r i c u l t u r a l  g r o s s  ope ra t i ng  p r o f i t  of  t h e  I 0  was assumed t o  o r i g i n a t e  i n  t h e  
peasant  s e c t o r .  Ninety percent  was assumed t o  be r e t u r n s  t o  unsk i l l ed  
a g r i c u l t u r a l  l a b o r  (50 percent  f o r  t h e  1 i ve s tock  s e c t o r ) ,  while  t h e  r e s t  was 
considered r e t u r n  t o  peasant  a g r i c u l t u r a l  c a p i t a l  ( l and ,  t r e e s  e t c .  f o r  t h e  crop 
s e c t o r s ,  and mainly animals f o r  t h e  l i v e s t o c k  s e c t o r ) .  

For manufacturing, t h e  p a r a s t a t a l  accounts allowed an e s t ima te  of  t h e  g ros s  
ope ra t i ng  p r o f i t s  i n  p a r a s t a t a l  s a c t i v e  in  mining, manufacturing and e l e c t r i c i t y  
( a l l  included i n  manufacturing i n  t h e  SAM). The r a t i o  o f  t h i s  and t h e  
unadjusted,  namely in  t h e  o r i g i n a l  I0  ( s ee  e a r l  i e r )  t o t a l  g ros s  ope ra t i ng  su rp lus  
i n  t he  t h r e e  non-household based manufacturing s e c t o r s  was f i r s t  computed. This 
was used t o  appor t ion  t h e  unadjusted g ros s  opera t ing  s u r p l u s  i n  each o f  t h e  t h r e e  
s e c t o r s  between p a r a s t a t a l  and formal p r i v a t e  c a p i t a l .  Unincorporated (namely 
informal)  c a p i t a l  was assumed t o  c o n s i s t  of  the add i t i ona l  r e t u r n s  t o  c a p i t a l  
t h a t  was es t imated  by t h e  30 percent  adjustment t o  t h e  I 0  r epo r t ed  e a r l i e r .  For 
a1 1 the o t h e r  s e c t o r s ,  except  pub1 i c  admin i s t r a t i on ,  c a p i t a l  r e t u r n s  t o  
p a r a s t a t a l s  were es t imated  d i r e c t l y  from t h e  accounts  o f  p a r a s t a t a l s .  Then t h e  
unadjusted I0 g r o s s  ope ra t i ng  su rp lus  was sp l  i t  between formal and informal 
c a p i t a l .  In cons t ruc t ion ,  t h i s  was done by assuming t h a t  100 percent  of  r u r a l  
own account investment i n  dwel l ings ,  70 percent  of urban r e s i d e n t i a l  investment, 
and 30 pe rcen t  o f  urban non-res ident ia l  investment in  bu i ld ings  ( a l l  repor ted  i n  









the NA), are accounted for by the unincorporated construction sector. This gave 
a share of construction value added (VA) (.708) that is due to private formal 
enterprises. The remainder of construction return to capital was assumed to 
originate in the informal sector. 

For commerce, transport and communication, and other services, 40 percent 
of the unadjusted I0 returns to capital were assumed to accrue to formal private 
enterprises. For health and education, parastatal s were assumed to produce zero 
VA, as none is reported in the parastatals account. Hence, all the unadjusted 
I0 capital returns were assumed to originate from formal private establ i shments. 
Returns to unincorporated capital were the residual s. 

Turning to the allocation of returns to labor, to institutions and skill 
classes, the first step was to allocate the I0 reported returns to 1 abor, to 
publ icy parastatal , formal private and open employment. The estimation of the 
public parastatal and formal private sector wage bill for each sector was done 
from the 1,975-76 Survey of Employment and Earnings (SEE) (URT, 1981). These 
amounts were subtracted from the I0 reported wage bill, with the remainder 
assumed to be the wage bi 1 1  from open employment, 

There are only two sectors in the I0 where public wages are important. 
These are publ ic administration, and health and education. The SEE estimated 
total publ ic wage bill for 1976 was 1,332.2 mTsh, while the adjusted I0 wage bill 
in publ ic administration was 842.1 mTsh. The remainder between the SEE reported 
figure and the adjusted 10 was apportioned to publ ic wages in the health and 
education sector. 

There was a problem with the health and education data resulting from this 
procedure. As mentioned, the total publ ic sector wage bill from the SEE was 
1,332.2 mTsh arising from payments to 147,472 regular employees and 24781 casual 
employees. The manpower figures are consistent with those found in other sources 
such as the World Bank Pub1 ic Expenditure Review (PER) (World Bank, 1989). As 
noted earl ier, of this total 490.1 was wages for health and education. However, 
total public expenditures for health and education were 1,649.5 mTsh (consistent 
with figures found for instance in PER). On the other hand, the output of that 
sector consists mostly of wages. It thus appears that public wages in that 
sector are grossly underestimated. Therefore, we increased the publ ic wages in 
health and education so that the ratio of public wages to total public 
expenditure in health and education is the same as the I0 imp1 ied ratio of wages 
to gross output in that sector. The remaining I0 wages in health and education 
are allocated to the formal private sector. 

In the agricultural and the three non-household manufacturing sectors, the 
amount of the total 10 wage bill in each sector originating in the parastatal and 
formal private sectors, was assumed to be the same share as what was estimated 
from the SEE for all agriculture and manufacturing. It must be noted that the 
total parastatal wage bill reported in the SEE is larger than is reported in the 
accounts of parastatal s (990.8 mTsh versus 818.0 mTsh) , and within each subsector 
the variations between the two sources are much larger. 



Determining the allocation of the returns to labor, for each sector and 
institution by the two skill classes was considerably more difficult. The 
following procedure was used. First, using data from the unpublished 1976 
household budget survey (HBS), we estimated the number of household heads who 
declared employment in different sectors, and had education up to and including 
finishing primary school. Table 4 exhi bits the a1 location thus obtained. In the 
table it can be seen that households headed by a skilled person (defined as 
above) comprised only 2.5 percent of households in Tanzania in 1976. Only 
1.1 percent of rural household heads were skilled, while only 10.2 percent of 
urban ones had some education or formal training beyond primary school. 

The SEE reports the distribution for regular adult citizens of wage 
employment for each sector by monthly wage, for parastatal , publ ic and private 
employment. It also reports average monthly wages by sector. In the absence of 
other information, it was decided to use average monthly wage as an indicator of 
ski1 1. For each sector, the sectoral wage distribution was used to define a wage 
level below which all employees were considered unskilled, and above which all 
were considered skilled. These dividing wage levels were defined so that the 
number of skilled employees by sector and institution computed in this fashion 
were the same as those computed by the HBS. Then, the wage bill corresponding 
to the lower and upper parts of the distribution was computed. To that we added 
the wage bill of non-citizens (all considered to be skilled), and the wage bill 
of casual workers (a1 1 considered unskil led). 

Thus we obtained for each sector and institution the SEE wage bill for 
skilled and unskilled labor (and also as a byproduct the number of workers in 
each category). For sectors with many subsectors in the SAM such as agriculture 
and manufacturing, the allocation of institutional wage bill to skilled and 
unskilled was done in the same proportion as for the whole sector. In the publ ic 
admini stration sector the a1 1 ocation of publ ic wages to ski 1 1  ed and unski 1 1  ed was 
done on the basis of the SEE estimated total publ ic wage bill accruing to skilled 
and unskilled as discussed above. For health and education it was assumed in 
both the publ ic and formal private sectors that 80 percent of the wage bill is 
for skilled labor. 

Finally, for the informal sector we also used the results of an urban small 
scale enterprise survey (UES) conducted in the context of this project (Bagachwa 
et a1 . , 1993). From that survey we constructed for each non-agricultural sector 
of the SAM the allocation of the firms' value added to skilled and unskilled 
labor as well as operating surplus. By using the multipl iers from the UES we 
then reallocated the total informal sector value added (as derived in the first 
pass out1 ined above) to the two skill types and informal capital. In most 
sectors this did not lead to large changes from the allocations achieved in the 
first pass. 





5. ALLOCATION OF VALUE ADDED TO INSTITUTIONS 

It has a l ready been mentioned t h a t  households were d i v ided  i n t o  s i x  
classes: r u r a l  and urban poor, middle, and r i c h  households. The d i v i s i o n  among 
them was done on the  bas is  o f  c r i t e r i a  establ ished by the  poverty  ana lys is  done 
i n  S a r r i s  and van den Br ink  (1993), as we l l  as t h e  a v a i l a b i l i t y  o f  data. As poor 
were considered households whose annual cash expenditures were l e s s  than 4,000 
Tsh. The middle income were considered households whose annual cash expenditures 
were between 4,000 Tsh and 10,000 Tsh, w i t h  t h e  r i c h  expending more than 10,000 
Tsh annual ly.  A b e t t e r  c r i t e r i o n  would have been the  per  c a p i t a  t o t a l  (cash and 
subsistence) expenditure. However, s ince the  raw HBS data was n o t  avai lable,  and 
since most o f  t he  ava i l ab le  HBS tab les  were produced on t h e  bas is  o f  per 
household cash expenditure, i t  was deemed best  t o  use t h i s  c l a s s i f i c a t i o n .  Table 
5 g ives  some s t a t i s t i c s  f o r  these classes o f  households from t h e  HBS. 

Table 6  shows i n  d e t a i l  t he  a l l o c a t i o n  o f  value added t o  the  various 
i n s t i t u t i o n s .  A l l  formal p r i v a t e  c a p i t a l  income was apport ioned t o  formal 
p r i v a t e  enterpr ises ,  and a1 1  pa ras ta ta l  c a p i t a l  income accrues t o  paras ta ta l  
( p u b l i c l y  owned) enterpr ises .  A f t e r  some adjustments t o  t h e  HBS, i t  was possib le 
t o  est imate t h e  amount o f  t o t a l  s ta ted  income o f  households i n  d i f f e r e n t  classes 
t h a t  a r i s e  from: crop husbandry, animal husbandry, wages, t rade,  enterpr ises and 
profession,  and some o the r  categories. This provided the  f i r s t  basis o f  
a l l o c a t i o n  o f  var ious  types o f  . f a c t o r  income t o  households. I n t e r e s t i n g l y ,  t he  
t o t a l  economy wide wage income est imated from t h e  HBS amounts t o  3,146.5 mTsh, 
wh i l e  i n  t h e  10, t o t a l  re tu rns  t o  l a b o r  wages amount t o  6,358.3 mTsh. The HBS 
repor ted wages correspond c l o s e l y  t o  formal wages on ly  ( p u b l i c  and p r i va te ) ,  
which were est imated from t h e  SEE t o  amount t o  a  t o t a l  3309.2 (a c lose 
correspondence w i t h  t h e  HBS) . However, i t i s  no t  poss ib le  t o  ascer ta in  whether 
HBS repor ted wage income comes from pub l ic ,  paras ta ta l ,  formal p r i v a t e  o r  open 
empl oyment . 

Some i n d i c a t i o n  o f  t h e  sources o f  t he  discrepancy might be seen from 
comparison o f  t h e  SEE and t h e  HBS. From t h e  SEE i n  1976 the re  were 480.7 
thousand formal sec tor  wage earners (308.5 thousand i n  the  en te rp r i se  sector,  
pa ras ta ta l  and p r i v a t e ,  and 172.3 thousand i n  t h e  p u b l i c  sector) .  However, the  
HBS r e p o r t s  t h a t  i n  t h e  same year there  were 756,000 r u r a l  and 307,000 urban 
households making income from wages and sa lar ies .  It i s  c l e a r  t h a t  many 
households i n  t h e  HBS have no t  repor ted  a l l  t h e i r  formal o r  in formal  wage and 
sa l  a ry  earnings. 

The a1 1 ocat ion  o f  p r i v a t e  formal and open 1  abor income t o  the  var ious types 
o f  households was done on t h e  bas is  o f  t he  HBS est imated propor t ions  of t o t a l ,  
economy wide wage income t h a t  o r i g i n a t e s  i n  d i f f e r e n t  classes. For p u b l i c  and 
pa ras ta ta l  income, these propor t ions  were adjusted t o  r e f l e c t  t h e  f a c t  t h a t  wage 
earners i n  t h e  p u b l i c  and paras ta ta l  sec tor  genera l ly  have household incomes much 
l a r g e r  than wage earners i n  t h e  o ther  p r i v a t e  sector .  







Hence lower proportions of total public and parastatal wages were allocated to 
poor rural and urban households than the averages estimated from the HBS. 
Ski 1 1  ed wage income of various types were a1 1 ocated to household groups according 
to the shares of similar types of total wage income. 

Households receive capital income from two distinct sources. First from 
unincorporated capital , agricultural and non-agricul tural , and a1 so as dividends 
from formal private sector firms. A1 1 ocati on of agricultural unincorporated 
capital income presents problems. The reason is that the HBS only reports cash 
incomes, and then only from all crops and 1 ivestock (it a1 so reports income from 
fishing). However, the bulk of agricultural income in Tanzania accrues from 
subsistence production. The foll owing method was used to a1 locate agricultural 
income to households. 

First, from the 1971172 agricultural census we estimated three size classes 
(by area) so that the number of households in each class roughly corresponded to 
the number of poor, middle and rich rural households. This suggested that poor 
agricultural households were those farming less than two Hectares (Ha) of land, 
middle those farming two to ten Ha, and rich farming more than 10 Ha. Using 
these intervals we then estimated from the census the proportions of the total 
areas in each class cultivated with cereals, other staples, other food crops and 
export crops. These are exhibited in Table 7. We then allocated the relevant 
total capital income from each type of agricultural crop product (re. Table 3) 
to poor, middle, and rich households according to these shares. 

We then used the subsistence consumption of the four types of agricultural 
products derived from the HBS to define the production of urban groups (assumed 
to be a1 1 subsistence production), the remaining being allocated to rural groups. 
Final ly, the derived incomes are compared with subsistence consumption of the 
three food crop classes as estimated from the HBS and adjusted by trade and 
transport margins. The final shares (of rural groups) are adjusted so that no 
group's income from a given crop group (as derived from the 10) is smaller than 
subsistence consumption. 

For 1 ivestock (including forestry, fishing, and hunting) we first estimated 
from the subsistence income from the HBS. The the remaining income (from the 
SAM) is then allocated according to the HBS computed cash income shares from that 
source. 

Unincorporated capital income is a1 1 ocated to households according to the 
HBS estimated proportions of total income from trade enterprise and profession 
accruing to the six different groups. 

In the SAM, government income derives from net indirect taxes on 
production, consumption and imports, direct taxes, and transfer from public 
enterprises and the rest of the world. All this income in the SAM is aggregated 
under one account. Since, however, it might be useful to have the indirect and 
direct portion of the various taxes separately, Table A.3 in Appendix A gives in 
detai 1 s the various sources of government revenue. 





6. OTHER SOURCES OF HOUSEHOLD INCOME, CURRENT SPENDING AND SAVINGS 

Apart from factor  income, households receive income from a variety of other 
sources. These include t ransfers  from other households, the government and the 
r e s t  of the world, distributed prof i t s  from private enterprises,  and interest  
from banks (namely income from parastatals).  Table 8 summarizes these other 
income sources. 

Private t ransfers  t o  households were computed from the HBS which reports 
both remittances and g i f t s  received, as well as t ransfers  given out. Aggregate 
t ransfers  t o  households from abroad were taken from Rutayisire and Vos (1991) and 
a1 located t o  each household class  according t o  i t s  total  monetary (cash) income 
as estimated from the HBS. From the remaining t ransfers  received we netted out 
t ransfers  given out. This l e f t  as net t ransfer  receivers, the rural and urban 
poor, and the other four groups as net t ransfer  givers. The allocation of the 
t ransfers  of net givers to  the poor groups, given the overall flows, was done 
with the help of few more assumptions concerning specific flows (e.g. that 80 
percent of urban t ransfers  go t o  the rural poor). 

Total t ransfers  from the government to  households were computed from the 
HBS. Interest  received from banks was taken from Rutayisire and Vos (1991) and 
was allocated to  households according t o  the i r  share in total  bank deposits. The 
total  bank deposits were derived from the HBS on the basis of households' changes 
in deposits in 1976. 

Total distributed profi ts  t o  households from private formal sector 
enterprises was determined as a bal anci ng i tem between total  household 
expenditure, including saving, and total  income from other sources. I t  must be 
noticed tha t  capital  income of households from non-agri cul tural  unincorporated 
business, and distributed prof i t s  from formal private enterprises, are 
subst i tutes  as f a r  as household income i s  concerned. They are both part of 
income from business ac t iv i ty ,  and the allocation between the two depends on the 
assumptions made about the re la t ive  s izes  of the informal and formal private 
sectors. However, one thing tha t  must be noticed i s  that  total  household income 
from business (both formal and non-agricultural informal) as estimated in the SAM 
i s  much larger  than what i s  given in the HBS (7,076.4 Tsh versus 3,374.5 mTsh).  
This provides indirect evidence t o  the known fac t  tha t  households in most 
countries underreport t h e i r  business income in household budget surveys. I t ,  
nevertheless, turned out that  the allocation of private enterprise income to  
households computed by the above residual method, was quite similar t o  what would 
have been obtained i f  the HBS shares of business income accruing t o  households. 
was used. 

Table 9 de ta i l s  current household expenditures. Total household 
consumption of goods and services was taken from the revised 10, and allocated 
t o  household classes according t o  expenditure shares computed from the HBS. 







Since the HBS does not report expenditures according to the 10 industry 
classification, we had to reclassify its expenditure categories. 

Total household current payments to the government are composed of import 
duties (58.4 mTsh) , other indirect taxes (964.4 mTsh), direct taxes (861.0 msTsh) 
and other fees and fines (685.0 mTsh). Allocation of the first two items to 
households was done in proportion to total monetary consumption of households 
from the HBS, while allocation of the last two items was done in proportion to 
total taxes and fines paid by households as given in the HBS. 

Payments to the rest of the world consist of consumer good imports and 
other transfers. The total was taken from Rutayisire and Vos (lggl), and is 
composed of imports (579 mTsh) from the I0 and other transfers (191 mTsh) , which 
in turn has been computed by Rutayisire and Vos (1991) as a residual from the 
NA. This was allocated to the two classes of rich households in (rural and 
urban) in proportion to their total monetary expenditures, as reported in the 
HBS. 

Savings of households was computed as follows. First, from the HBS we 
computed the ratio of reported savings to total reported income (subsistence and 
monetary) for each household class. This gave average savings rates that 
increase as the income class of the household progresses (2.97 percent for rural 
poor, 7.5 and 11.56 percent for rural middle and rural rich, 2.28 percent for 
urban poor, and 11.37 and 26.51 percent for urban middle and urban rich 
respectively). Since savings are equal to income minus other current 
expenditure, then given total current expenditure for each household cl ass, its 
savings can be computed by mu1 tiplying expenditure by u/(l-cr) where a is the 
average savings rate indicated above. This is the method utilized here. It 

' turned out that total household savings computed in this fashion was small er than 
what was estimated by Rutayisire and Vos (1991) using a similar method (2,225 
mTsh versus 2,621.5 mTsh). 



7. CURRENT ACCOUNT OF ENTERPRISES, GOVERNMENT AND THE REST OF THE WORLD 

Table 10 d e t a i l s  t h e  cu r ren t  accounts o f  t h e  non-household i n s t i t u t i o n s  i n  
the  SAM. The gross opera t ing  p r o f i t  o f  p r i v a t e  formal sector  en terpr ises  i s  
d i s t r i b u t e d  t o  households, as payments t o  publ i c  en terpr ises  ( b a s i c a l l y  i n t e r e s t  
on loans from banks), as taxes t o  the  government, and as i n t e r e s t  payments t o  the 
r e s t  o f  t h e  world. The same holds f o r  p u b l i c  en terpr ises  except t h a t  payments 
t o  government are both taxes and d i s t r i b u t e d  p r o f i t s .  Pub1 i c  enterpr ises 
i n t e r e s t  t o  banks i s  ne t ted  out, s ince the  cur rent  operat ions o f  banks are 
inc luded i n  those o f  publ i c enterpr ises.  However, i n t e r e s t  payments t o  
households and p r i v a t e  f i r m s  on bank deposi ts  are shown. 

Government payments t o  r e s t  o f  t he  wor ld are b a s i c a l l y  i n t e r e s t  on external  
debt. Transfers from abroad t o  p u b l i c  en terpr ises  and government r e f e r  t o  grants 
from abroad. 

The source o f  t h e  expenditures on commodities i s  t h e  rev i sed  I0 table,  
wh i l e  f o r  t h e  i n t e r i n s t i t u t i o n a l  t rans fers ,  t he  major source was Ru tay i s i re  and 
Vos (1991). 

The savings o f  publ i c  en terpr ises  composed o f  savings o f  non-f inancial  
p u b l i c  en te rp r i ses  (698.8 mTsh), and net  cur rent  operat ional  savings o f  p u b l i c  
f i n a n c i a l  i n s t i t u t i o n s  (189.4 mTsh) (8.4 mTsh f o r  t he  Bank o f  Tanzania and 197.8 
mTsh f o r  p r i v a t e  and s t a t e  banks), which are compiled from t h e  balance sheets o f  
t he  Centra l  Bank, p r i v a t e  banks, and s t a t e  banks. 





8. THE CAPITAL ACCOUNT OF INSTITUTIONS 

Table 11 presents the detail of current capital spending (investment) of 
all the institutions in the Tanzanian SAM. Total gross fixed capital formation, 
as estimated from the I0 was allocated to investment by households, private and 
pub1 ic enterprises, and the government, on the basis of figures in Rutayisire and 
Vos (1991). The total investment expenditures of households in each commodity 
or institution were subsequently apportioned to investments of different 
household groups in proportion to the total investment expenditures by different 
household groups reported in the HBS. 

Capital payments to government are basically indirect taxes paid on 
purchases of investment goods and imports, while capital payments to rest of the 
world are capital good imports. 

Total investments of the institutions of Table 11 are equal to 5,014.5 mTsh 
which is equal to total savings of households and other institutions which can 
be computed from Tables 9 and 10. 





9. THE FLOW OF FUNDS 

The f l o w  o f  funds account e x h i b i t s  changes i n  f i n a n c i a l  assets i n  the 
columns and changes i n  f i n a n c i a l  l i a b i l i t i e s  across the  rows. It i s  exh ib i ted  
i n  Table 12. 

The t o t a l  amounts o f  savings o f  t he  var ious i n s t i t u t i o n s  was discussed 
e a r l i e r ,  and shown i n  Tables 9  and 10, wh i l e  non-f inancia l  investments were 
exh ib i ted  i n  Tables 11 and 12, and they both sum t o  5,054.6 mTsh. 

The es t imat ion  o f  t he  f l o w  o f  funds s t a r t s  by u t i l i z i n g  the  Bank o f  
Tanzania economic and operat ions r e p o r t  (Bank o f  Tanzania, l982), i n  order t o  
est imate the  f l o w  o f  funds accounts o f  t he  Central  Bank, t h e  p r i v a t e  banks, and 
s t a t e  banks. Households were i n i t i a l  l y  aggregated. The changes i n  f i n a n c i a l  
assets and 1  i a b i  1  i t i e s  o f  government were der ived from the  accounts o f  banks and 
pub1 i c en te rp r i ses  (paras ta ta l  s) . The accounts o f  paras ta ta l  s  a1 so gave 
in fo rmat ion  on t h e  f l o w  o f  funds o f  p u b l i c  enterpr ises.  

The HBS provided several i tems i n  t h e  f l o w  o f  funds o f  households, such as 
borrowing from banks and the  informal  f i n a n c i a l  sec tor  ( loans from fami l y  and 
f r i ends ) ,  changes i n  deposits,  and cash held. The changes i n  p r i v a t e  enterpr ise  
assets were then est imated as res idua ls  o f  t h e  var ious formal f i n a n c i a l  
i n s t i t u t i o n s '  lend ing t o  t h e  p r i v a t e  sector .  

The adjustments made by Ru tay i s i re  and Vos (1991) t o  the  s t a t e  bank and 
government account were a l so  adopted here. This l e f t  t h e  household account as 
the  remaining res idua l  account. Two items i n  t o t a l  household changes i n  assets 
account were res idua l  ized.  These were household 1  ending t o  formal p r i v a t e  
en te rp r i ses  (new equ i t y ) ,  and n e t  lend ing t o  the  r e s t  o f  t he  wor ld ( cap i ta l  
f l i g h t )  . Each one o f  these i tems was made the  res idua l  between t h e  column t o t a l  
o f  t h e  respec t i ve  i n s t i t u t i o n  and t h e  row t o t a l  o f  t h e  same i n s t i t u t i o n .  Changes 
i n  stocks were t r e a t e d  d i f f e r e n t l y  than i n  Ru tay i s i re  and Vos (1991). Here the  
I 0  est imated t o t a l  change i n  stocks was kept i n t a c t  i n  t h e  column account. I n  
t h e  row, the  change i n  stocks o f  paras ta ta ls  was taken from the  paras ta ta l  
accounts, wh i l e  changes i n  p r i v a t e  en te rp r i se  stocks were taken as a  res idua l .  

Once t h e  f l o w  o f  funds f o r  a l l  households together  was estimated, i t  was 
disaggregated t o  t h e  d i f f e r e n t  household groups, l a r g e l y  on the  basis o f  shares 
obtained from t h e  HBS. For instance changes i n  cash, deposi ts  w i t h  t h e  National 
Bank o f  Commerce ( the  on ly  p r i v a t e  bank), and o ther  banks, could be estimated f o r  
each household c lass.  The propor t ions  o f  t h e  re levan t  t o t a l s  were used to. 
a l l o c a t e  t h e  aggregate f i g u r e s  est imated f o r  a l l  households. For l a c k  o f  
in format ion,  in t rahousehold asset t ransact ions  were a1 1  ne t ted  ou t  t o  zero. 
A1 1  o c a t i  on o f  household 1  ending t o  p r i v a t e  enterpr ises  was done i n  p r o p o r t i  on t o  
HBS est imated income from p r i v a t e  enterpr ises.  





10. CONCLUSION 

The construct ion o f  a SAM always reveals various sources o f  inconsistencies 
between diverse data sources, and the Tanzanian exercise was no exception. The 
major source o f  inconsistency appears t o  be t h a t  between the I 0  t ab le  and the NA. 
It appears, given t h a t  the I 0  impl ied GDP i s  about 13 percent higher than t ha t  
i n  the NA (wi th  major sources o f  discrepancy being i n  p r i va te  consumption 
expenditures, ag r i cu l t u ra l  production, manufacturing production, and production 
o f  t ranspor t  and communication), a rev is ion  o f  the Tanzanian NA should be a 
p r i o r i t y  f o r  Tanzanian economic planners. This i s  espec ia l ly  so since the 
s t a t i s t i c a l  capabi 1 i t y  o f  the country deter iora ted subs tan t ia l l y  dur ing the 
1980s. 

The d e t a i l  af forded by the present SAM was obtained w i t h  some sacr i f i ce ,  
since i n  many cases there was no de ta i led  s t a t i s t i c s  on which t o  base 
disaggregation. Nevertheless, i t  i s  f e l t  t ha t  the avai 1 able household 
s t a t i s t i c s ,  which were taken d i r e c t l y  from primary sources, provided enough 
d e t a i l  t o  render the SAM a reasonable approximation t o  the economic flows i n  
Tanzania i n  1976. 
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