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DEVELOPMENT CHALLENGES FROM MODERNIZATION 
THROUGH SOCIALISM TO LIBERAL MARKET ECONOMY IN 
TANZANIA 

1. Introduction: Poverty and Development Perspectives 

2. "Obviously there is more to development than changing positions within an 
international division of labour and the production and distribution of material 
goods. Development concerns people, it effects their way of life and is influenced 
by their conceptions of the good life, as determined by their cultures. " 
(Hettne, 1982). 
 

The purpose of this paper is to examine critically the adequacy of local initiatives towards 
poverty reduction and social development through participation and empowerment of the state and 
civil society in Tanzania. First it explains the post-independence optimism of developing through 
neo-colonial structures in the economy. Then it investigates the fate of Nyerere's "Ujamaa and Self- 
Reliance" ideology that enforced state control of the major means of production, compulsory 
villagization, collective agricultural production and decentralization process among many progressive 
initiatives. Finally, it looks into the present propagation of liberal democracy ideology and the 
implementation of economic and political reforms dominated by World Bank and IMF financing 
mechanisms. The introduction of political pluralism and liberal market economy in the past decade 
has led to policies and strategies of liberalization, marketization, privatization, divestiture etc. that 
have great impact on poverty reduction and social development of the majority of the people in 
Tanzania. 

Understanding poverty and development in African context has been a continuous process by 
all intellectuals within and outside the continent. Though much development studies and 
research have been founded and dominated by external experts, adequate effort has also been 
done by local intellectuals at various levels in explaining human, social, economic and political 
development in different societies in Africa (Ndulu, 1994; Bukuku, 1994; Othman, 2000; 
Rugumamu; 2005). Conceptualization of poverty and development in Africa has been one of 
the problematic areas by many researchers. This dilemma resulted in the formulation of a 
number of development models and their unscientific application in the context of African 
countries. Poverty is defined as lack of basic needs or physical necessities and capability 
deprivation (Rahnema, 1992; Sen, 1999). Development is a positive and progressive change 
with increased productivity and equalization in the distribution of social product. Development 
is not a question of things like schools, clinics, roads etc but one primarily of people and social, 
economic and political relations (Rodney, 1973; Chambers, 1995; Burkey, 1993). Participation 
and empowerment entail full involvement in the process of ownership, control, maintaining 
and decision making over resources and factors to live a healthy life (Bukuku, 1994). 
Empowerment happens when people have the power to make their own choices, and acquire 
the capacity to put their ideas into action with freedom to do so. 

There are many theories explaining the causes of poverty in Africa, and the reasons for the continued 
existence of poverty include: lack of modernization tendencies (technology); physical limitations; 
bureaucratic stifling; dependency; exploitation; and 2 
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poor governance (Rahnema, 1992). Various development models have been examined and 
practiced in Africa at various periods and the results have been witnessed and compared 
across different countries in order to adopt best practices. These development models range 
from bourgeouis and neo-classical theories of modernization or Westernization, through 
socialist and neo-marxist theories of Dependency, Underdevelopment and African Socialism, 
to the current liberal market economy theories of privatization, regional integration and 
partnership under the influence of global interdependence. The book by Magnus Blomstrom 
and Bjorn Hattne, "Development Theory in Transition", is excellent for those who wish to 
increase their understanding of many components of present-day development theories. 

The late Prof. Rodney is one of the intellectuals who produced critical knowledge on Africa's 
poverty and underdevelopment in his book entitled "How Europe Underdeveloped Africa" 
published in 1973 and 1982. His main argument in the book was that the imperial colonial 
system and dependency relationship between Europe and Africa resulted in exploitation of 
resources, unequal exchange in the world market, as well as the total impoverishment of 
Africa on the one hand and the enrichment of Europe on the other. This argument stands to 
be valid in relation to what happened before and what is happening now in the global market 
structures that are biased against Africa. 

Rodney's intellectual work raised two fundamental questions that we have to debate and find 
solutions. The first question is which development model can address effectively the 
problem of external exploitation and underdevelopment in poor African countries. And the 
second question is whether participation and self-empowerment or revolution are appropriate 
tools to realize poverty reduction and sustainable development in poor countries like 
Tanzania. 

2. Modernization -Development Through Growth (1960s-1970s) 

Classical bourgeois modernization theories are an outcome of Western developmental 
thinking because the emergence of capitalism and the advance of the scientific and 
industrial revolutions brought progress and higher levels of civilization in Europe. The post-
war recovery of Europe with assistance from the U.S. Marshall Plan as well as the Japanese 
miracle, had led economists and statesmen to foresee the possibilities for similar progress in 
the Third World or Developing Countries. Burkey (1993:27) argues that this classical 
thinking considered development in the Third World as an imitative process in which the 
less developed countries gradually assumed the qualities of industrialized nations. By 
increasing gross levels of Savings and Investment (both internal and external, private and 
state) the economies can reach a take-off point into self-sustaining development. A 
combination of domestic savings, international investment and foreign aid would provide 
the fuel to drive the process through "stages of growth" which would ultimately bring 
"trickle-down effect" or benefits of modernization to the entire population. 

 

Tanzania Mainland got independence in 1961 and Zanzibar was independent in 1963with neo-
colonial structures embodied in a growing poverty complex such as ignorance, diseases, 
exploitation, marginalization, mass unemployment and recurrent starvation crises. The period 
1960s-1970s saw Tanzania implementing modernization policies and strategies through short-term 
and long-term plans for import substitution manufacturing industries, small-scale industries, 
agricultural transformation, rural development, export and import trade and improvement of social 
services (education, health, water, housing etc.). However, modernization did not bring significant 
changes in the whole economy and to the large part of the society. Neither industrialization process 
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matured nor green revolution in agriculture took place. Much benefit trickled down to urban areas 
where employment and better social services were provided. The casual labourers and unemployed 
people suffered very much under urban poverty conditions. In the rural areas, cash crop producers 
earned wealth from the sale of their output, and workers in plantations received wages as payment 
for their labour power. But the subsistence sector was very marginalized and the people lived in 
poverty without adequate social services. 

3. Socialism or "Ujamaa and Self-Reliance" (1970s-1985) 

The outcry for poor living conditions for the majority of the people in Tanzania led to the new 
thinking for an alternative development path, that realized "ARUSHA DECLARATION" in 
1967 and "UJAMAA AND SELF-RELIANCE" policies in Tanzania (Nyerere, 1962). Tanzania 
was not an exception, but the development of new political and economic thought/ideas cut-
across almost all over African countries. Post-independence developmental approaches in 
Africa were influenced by new political and ideological thinkings such as African Socialism by 
Nkrumah in Ghana, Negritude by Senghor in Senegal, Humanism by Kaunda in Zambia, 
Common Man's Charter by Obote in Uganda, and "Ten Session Papers" of African Socialism 
by Kenyatta in Kenya. In fact some of these theories survived for a short period, and most of 
them have obviously been economically inadequate and unsuccessful in practice. 

Looking at the experience of Nyerere's "Ujamaa and Self-Reliance" in Tanzania, a few lessons 
can be observed from the policies and strategies implemented in the 1970s and 1980s. 
Nationalisation process that involved the take-over and state control of the major sectors of 
industry, agriculture, finance banks, communication; education, health etc. had a short-lived 
period of economic growth, social development and expansion of the economy. The central 
planning and state intervention created paralyzing bottlenecks that included mismanagement, 
inefficiencies, and corruption. Other external factors such as the rise of oil prices and decline of 
prices of our major exports in the world market reduced the economic expansion and resulted in 
economic crises. 

The days of party supremacy and socialist experimentation witnessed many strategies ranging from 
subsidies in industrial products through collective farming in rural areas to free social services 
including education, health and water: Industrialization by import substitution was difficult because 
of the small size of the internal market and the need to import technology and other factors of 
production that required large amounts of foreign exchange. Agricultural exports declined and the 
expected forward and backward linkages with industry started to dwindle. Economic support from 
the East Africa Community  
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r. 

declined because of political and ideological differences among the member countries, that 
led to its collapse in 1978. 

The decade of the 1975 to 1985 was a period which, to a large extent, shattered the 
optimism and confidence of "Ujamaa and Self-Reliance" policies and plans in Tanzania. 
Class stratification increased and the country faced an economic crisis. Demands of the 
New International Economic Order proclaimed by international agencies of the World Bank 
and the International Monetary Fund became acceptable to address the growing economic 
crisis. Global interdependence became more and more obvious and resulted in adopting 
capitalist development strategies based on Global Political and Economic Reforms and 
Structural Adjustment Programmes. 

4.Liberal Market Economy: Economic and Social Reforms (1985-2005)  

Economic reforms in Tanzania began with the capitalist policies of trade liberalization in 
the 1984/85 government budget and further reforms were carried out later through 

Table 1: Some Macro-economic Performance Indicators for Tanzania, 1992-
2000  
Indicator 1992 1993 1994 1995 1996 1997 1998 1999    2000           Average 1995-            
 

                                                                                                                                        2000  

Realgrowth of    1.8     0.4    1.4  3.6 4.2    3.3    4.0 4.7 4.9               4.1  

GDP 
Realgrowth of   1.2     3.1    2.1  5.8     3.9   2.4     1.9      4.1         3.4                         3.5  
Agriculture 
Realgrowth of -4.0     0.6   -0.2  1.6    4.8  5.0      8.0    3.6      4.8                     4.6  
manufacturing 

Realgrowth 

 rate of mining   7.7   8.2     15.0  11.7  9.6  17.1 27. 4   9.1            13.2                      14.6  
and quarrying% 

Investment   27.2   25.1   24.6   19.8  16.6   14.9  15.0 18.3            18.7                       17.2 

%of GDP 

Domestic   -2.4   -3.1   -1.2    0.8    5.4      62     6.0        5.4          12.0                          5.9 
 Savings % of 
GDP 

Current A/C 17.4  25.8 17.1 13.3 7.7  8.4 6.5     13.1           7.7                       9.4  

deficit % of 
GDP 

Inflation % 21.8  24.0 33.5 27.4 21.0 16.1   2.9              6.7         5.5                          14.9 

 Ext Debt  62.2  88.2 61.9   44.8 44.6   28.6   36.4           27.2       28.6                       36.4 
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 Service % of 
Exports 

Source: URT, Poverty and Human Development Report 2002, p. 67, 

Extracted from Tanzania and the Turn of the Century: From Reforms to Sustainable Growth 
and Poverty Reduction. A World bank Country study, Government of Tanzania and the 
World bank, Washington., Table 2.1; bank of Tanzania, Economic and Operations Report for 
the year ended June, 30, 2001. 
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Economic Recovery Programme (ERP) and Structural Adjustment Programes (SAPs) in 1986-
1992 involving banking and financial sector, parastatal sector, agricultural marketing co-
operative sector, and social sectors of education and health (Bukuku, 1994). These economic 
reforms were managed under conditions of peace, unity and stability, and to some extent 
stimulated economic growth and export expansion. Though the annual GDP growth rate in 1992 
increased to 4% per annum, that was just slightly over the annual growth rate of population 
growth, it could not alleviate poverty and lay a solid foundation for sustainable development in 
Tanzania. Investment and productivity in industries and agriculture increased, but the efficiency 
of the investments was very low due to economic mismanagement, political interference, 
paralysis of the civil service administrative competence, and erosion of professionalism, of the 
rule of law and work ethics. 

The country's overall economic growth and macroeconomic performance responded positively 
to the ongoing economic reforms. Table 1 above shows that during the period 1995-2000 the 
economy grew at an average rate of over 4%. The average rates of agriculture, mining and 
quarrying and manufacturing were 3.5%, 15% and 5%, respectively. These rates were much 
higher than those experienced in the earlier years. Inflation, a good indicator of macroeconomic 
stability, fell from an average of 29% in 1990-94 t0 4.5% in June 2002 In addition, domestic 
savings, as percentage of GDP, increased from an average of -1.6% in 1990-94 period to 5.9% 
in 1995-2000. Investment rates as percentage of GDP rose to 18% and 19% in 1999 and 2000, 
respectively. 

Poverty Reduction Strategy I (PRSP I) 

The Policy Planning initiatives in Tanzania included the Vision 2025, The National Poverty 
Eradication Strategy (NESP) through 2010, Tanzania Assistance Strategy (TAS), and the 
Millennium Development Goals (MDGs). Thus the National Poverty Reduction Strategy Paper 
(PRSP I) for the period 2000-2003 was founded on the broad policy framework and objectives of 
the above-mentioned strategies. Tanzania became a beneficiary of the Debt Relief under the 
programme of HIPCs and the PRSP I focused on poverty reduction in seven sectors including 
Agricultural Reforms; Education (primary); Rural Health Care; Rural Water Supply; Rural 
Roads; Legal/Judicial Reforms; and Employment. However there were six-cross-cutting issues 
for poverty reduction, including HIV/AIDS pandemic, Vulnerability, Gender Integration 

In implementing the strategy at least six elements were emphasized: 

               1.       Agriculture (land reforms, agrarian strategy, small farmers, food security etc.); 

2. Agricultural and non-agricultural linkages/infrastructure (physical and social 
infrastructure, rural roads, railways, electrical power etc.); 

3. Industrialization (small scale and labour intensive production, large-scale 
manufacturing, informal sector production and rural industries etc.); 4. Development 
of Human Capabilities/Resources (reform of social services, public health, water 
supply, basic education, vocational training, industrial skills, female literacy, health 
and nutrition etc.); 
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5 .Income Distribution and Consumption Patterns (income equality, equitable primary income 
distribution-equal access to factors of production and to productivity enhancing techniques, secondary 
income distribution- taxes and expenditure policies etc.); 
6.6.  Trade Policies (diversification of exports, protection and 
import restrictions on Infant Industries, creation of regional markets, export 
substitution, exchange rate policies etc. 

Macro economic performance during the implementation of PRSP I improved, 
in 2004 the GDP growth was 6.7% and inflation was 4.6%, and foreign 
reserves were equivalent to 8 months of imports. This was accompanied by 
increased foreign direct and domestic investment in infrastructure, 
telecommunications, mining and tourism. 

National Strategy for Growth and Poverty Reduction (MKUKUTA) 
(2004/5-2007/8)  

Tanzania launched a locally initiated strategy called the National Strategy for 
Growth and Poverty Reduction ("MKUKUTA") in 2005. MKUKUTA is 
based on the principles of national ownership; political commitment to 
democratization and human rights; maintenance of macro-economic and 
structural reforms; building on sector strategies and cross-sectoral 
collaboration; building local partnerships for citizens to engage in policy 
dialogue; harmonization of aid; equity and sharing of benefits; sustainable 
development; strengthening of macro-micro links and decentralization; and 
mainstreaming crosscutting issues. The strategy identifies three clusters of 
broad outcomes: 

i) Growth and reduction of poverty that is guided by the broad 
outcome of achieving and sustaining broad-based and 
equitable high GDP growth of at least 6 to 8% per annum 
over the next decade. ii) Improvement of quality of life 
and social well-being that puts emphasis on outcomes that 
can reduce vulnerability, gender imbalance and ensure 
equitable access to quality of life by efficient delivery of 
services. 

  iii) Good governance and Accountability that focuses on four broad 
outcomes: 

a)     good governance and rule of law; 

b)    accountability of leaders and public servants to the people; 

c)  deepening democracy, political and social tolerance; and 

d)  cultivating and sustaining peace, political stability, national unity 
and social cohesion. 

The strategy has yet to be implemented but the MKUKUTA intervention 
categorizes actors into five areas of collaboration. These areas include the 
following: the macro sectors; productive sectors; social sectors; economic 
service sectors; and public administration sectors. The actors include: the 
government; departments and agencies, local government; communities; 
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private sector; civil society organizations; and development partners. The 
outcome and comprehensive approach of the MKUKUTA increases the need 
for Capacity Building at all levels of government and from the village 
upwards. In relation to Technical Assistance the government will develop a 
policy to help ensure Technical Assistance is used to build national capacities 
of individuals, institutions, and systems. Some evaluation and monitoring will 
be done to justify the costing and financing in the project operations.
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Property and Business Formalization Programme (PBFP) (MKURABITA)  

Tanzania also launched another locally initiated strategy called the Property and Business 
Formalization Programme ("MKURABITA") for T Tanzania in 2005. This strategy aims at 
legalizing all informal property and business in order to expand the income sources for the 
people. Plenty of houses, land plots, businesses and services operate without formal 
recognition by the state and financial agencies. These properties do not have title deeds or 
licenses and thus they become not accepted as collateral security for any bank loans or 
mortgage. 

The New Partnership for Africa's Development (NEPAD) 

Tanzania finds herself in The New Partnership for Africa's Development (NEPAD) that is a 
broad policy framework for Development Programming drafted and endorsed by the African 
Heads of State in Lusaka, 2001. NEPAD proposes to stop the marginalization of Africain the 
Globalization process, and aims to place African countries on a path of Sustainable 
Development and Growth. NEPAD identifies three important sections: Conditions for 
Sustainable Development (peace, security, democracy and political governance); Sectoral 
Priorities; and Resource Mobilization through economic liberalization. 

However NEPAD fails to define democracy and its relationship to globalization. Democratic 
development in Africa cannot take place in the absence of a participatory, accountable, 
transparent and representative institutional framework, which allows the empowerment of the 
diversity of citizens and community groups in the decision-making that affects their well-being. 
Democratic development in Africa does not mean only free and fair elections, political multi-
partyism or pluralism, prudent fiscal management, foreign investment and expanded market 
access. But also on reorientation of development objectives towards meeting the human rights 
obligations of states with transparent, accountable and non-discriminatory process.. 

As well NEPAD fails to effectively address the external constraints resulting from structural imbalances 
within International Trade and Financial Regimes, which impede national and regional initiatives to 
alleviate poverty and promote growth and development in Africa. If NEPAD is to benefit the people of 
Tanzania and other countries in Africa, it has to address two challenges of poverty and conflicts. First, 
poverty or economic collapse emerges as a continuing cycle of economic failure characterized by a long 
history of exploitative integration within the global market, that lies at the root of African crisis. Second, 
political conflicts and instability indicate democratic deficit in many countries that fail to establish more 
pluralist and participatory political systems. The newly established or re-established democracies are very 
fragile and often crumble, leaving their citizens in the midst of unending crises (civil wars, refugees, 
resource looting, weapons spread, hunger etc.). 
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5. Conclusion 

With a reflection to Rodney's theory of exploitation and underdevelopment of Africa by Europe, 
our discussion has shown that Tanzania has changed from capitalist modernization to "Ujamaa" or 
African Socialism and then back again to capitalist liberal market economy. Rodney is ever 
scientific and correct. Tanzania made more improvements in life of the masses during the period 
of "Ujamaa and Self-Reliance" than in the early post-independence period under modernization 
policies. Participation and empowerment increased during the "Ujamaa and Self-Reliance" period 
due to socialist policies of equity and subsidization. But the state owned enterprises did not 
perform efficiently and were not run commercially. This led to their collapse and subsequent 
privatization to foreign investors. 

Considering the economic situation during the pre-reform period Tanzania has implemented some 
considerable reforms and has achieved some commendable _results. Economic reforms exert 
differential costs and benefits to different income groups in society, creating benefits for some 
while imposing hardships and loss to other groups. Much needs to be done in the area of 
economic policy reform. Structural imbalances still exist in the economy. The necessary 
corrective policy measures ought to be prescribed and implemented. Lack of effective 
participation and empowerment in the liberalization process may produce unintended and 
disastrous results on both the economic growth and poverty reduction fronts. 

The reform policy instruments of Poverty Reduction Strategy Paper 1, The National Growth 
Strategy for Growth and Reduction of Poverty (MKUKUTA), the Property and Business 
Formalization Programme ("MKURABITA") and the NEPAD need to be implemented within the 
long Vision 2025 in order to bring meaningful benefits to Tanzania. For long term progressive 
effects of the strategies there is need to ensure good governance and an enabling process through 
participation and empowerment of the state, civil society and the private sector. 

XXX END 
XXX  
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