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ABSTRACT

Countries have through regional integrations gained economic favours to encourage industrialization processes. Currently, the EAC is implementing the 2011 Industrialisation policy and 2012-32 Industrialisation Strategy that both aim for the improvement of the industrial sector in the region. However, various socio-economic setbacks like the presence of protectionist policies on some goods, economic and technological differences may hinder opportunities for Tanzania to industrialize in the region. Therefore this research intends to explain the prospects of Tanzania Industrialisation in the auspices of the East African Community. The purpose is to have a broad understanding of the influence of various EAC industrialization measures on the national context. The study uses a sample size N=2462 obtained from the 2016 Annual Survey of Industrial Production in Tanzania. Furthermore, the study has used the 2018 Competitive Industrial Performance Report that assessed the benchmarks of industrial development of 150 countries and the EAC Industrial Competitive Report of 2017. These secondary data sets are used to make quantitative analysis of the study. The findings of the study explain that the East Africa Industrialisation policy provides a set of proposed interventions that are focused on improving industrial capacities in six prioritized sub-sectors. Also, various challenges for Tanzania industrialization and their proposed recommendations have also been discussed. The main conclusion in this research is that; Tanzania has the potential to benefit from the opportunities that are available within the EAC region. This can also be translated into continuous national efforts towards the improvement of measures that promote industrialization and exports in the EAC region.
Keywords: Economic, Community, Industrialization, Tanzania.
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CHAPTER ONE

INTRODUCTION
1.1
Overview of the Study

The chapter provides a background which highlights historical information of the statement of the problem understudy, the main and specific objectives of the study, research questions, significance of the study and limitations.
1.2
Background Information

1.2.1
Global Context: Industrial Development
Vries (2008) explains Industrialisation as an ongoing process. He further explains that Britain is considered to be the first industrialized country around the year 1750’s to 1850’s. From then on, the country was experiencing a wave of industrial revolution that spread in Europe and North America during the 19th Century. According to the Encyclopedia of Sociology (n.d), the process of industrialisation has not been uniformly introduced in all countries, nor has it occurred at the same time or at the same rate. Despite the common features of industrialization, these differences in its introduction and adoption have produced inequities among nations and among people. Presently, developed countries have more industrialized economies as compared to middle income and least developed countries. In order to tackle this form of inequalities, the least developing countries are working towards devising solutions on improving their economies that include the promotion of industrialisation.
1.2.2
Regional Context: South-South Perspective
The South Commission (1990) provided a set of solutions in an attempt to articulate from a Southern perspective what needs to be done to economically advance developing countries. The Commission further identified three inter-related task areas: national self-reliance; South-South cooperation; and meaningful North- South negotiations. As part of building up national self-reliant economies, developing countries are now embarking on ways to promote economic activities. Most recently, industrial activities have been taking form. 
In 2001, the New Partnership for Africa's Development (NEPAD) constituted a milestone effort in the establishment of an overall common vision and strategy for the attainment of Africa's sustainable development. While the Partnership places more explicit priority on enhancing agricultural production and overall infrastructure, it also encompasses specific manufacturing objectives. In furthering NEPAD's objectives, the African Productive Capacity Initiative (APCI) was adopted by the African Union and NEPAD in 2004 to be the overarching framework for sustainable industrial development in Africa (Marti & Ssenkubuge, 2009).

With specific regard on a set of recommended solutions, both NEPAD and APCI had aimed at  (i) harmonisation of industrial strategies and policies (including statistical data); (ii) improving quality infrastructure, investment promotion and supply chains (trade capacity building); (iii) promoting energy supplies and efficiency, especially in rural areas; (iv) developing information and communication technologies as a means to reduce transaction costs; (v) focusing on technology diffusion, clean production and productivity; (vi) promoting a conducive regulatory and business environment; and, (vii) upgrading skills through learning and innovation processes (ibid). 

In realizing these common objectives, developing countries have tasked regional integrations as catalysts for expanding national economies for collective regional gains. Major regional integrations in the African Continent are Common Market for Eastern and Southern Africa -COMESA, Economic Cooperation of the West African States - ECOWAS,  Southern African Development Community - SADC and East African Community - EAC. This research will focus on efforts done within the EAC that influence industrialization in Tanzania.

1.2.2.1
The East African Community on Industrialization
In 2011 the EAC introduced a policy on industrialization and subsequent East African Industrialization Strategy of (2012-2032). The main aim of these milestones is to boost up the industrial capacities of EAC member states and the region in general. The EAC industrial policy intends to support employment creation, export revenue and economic growth, but also economic diversification that will provide increased protection against economic shocks. The policy was also intended to create economies of scale and a larger market for industrial goods, to increase technological capacity in the region, develop value chains across the bloc and, through increasing regional capacity and productivity, attract increased foreign direct investment into the region (EADB, 2019).
1.2.3
National Context: Tanzania Industrialization in 1960’s - to date
After the independence of Tanganyika in 1961, Industrial development was promoted with a relatively mild import substitution policy and relied on private investors. However, by the early 1970s, the industrial sector had been nationalised as the result of self-reliance policy of the 1967 Arusha Declaration. However, this situation came to a downfall amid the 1973 oil crisis and the 1978/9 Kagera war that drained much of Tanzania’s resources and the ability to sustain its industrialized economy. In 1980’s, Tanzania was encouraged to practise liberal policies and promote privatisation of the industrial sector. During this era, there was a discouragement of state-owned enterprises through structural adjustment policies (Mwang’onda et al., 2018).

The period after 1996 Tanzania Industrialization was characterized by many instances of privatization of the public owned enterprises and   later renewed the industrial development agenda from 1996 to date. For the period 1996–2020 the government aimed at achieving sustainable industrial sector growth in order to create favourable levels of employment, economic transformation, equitable development and export promotion (Msami & Wangwe, 2016). 
However, looking  at Tanzania  manufacturing  sector’s performance  in  comparison  with  other  sectors  in  two decades (1990-2010), the sector has remained stagnant, in spite of various efforts  and  strategies  proposed  such  as: adoption of Tanzania development vision 2025 in 1999 focusing on  industrial development, establishment of export processing zones (EPZs) 2003, and introduction of  Integrated Industrial Development Strategy  (IIDS)  in 2010.  Generally the sector’s contribution to GDP has remained low (ibid).
From 2015 to date, Tanzania has embarked on development of physical infrastructures to boost industrial expansion. As part of the Tanzania foreign policy strategies, more encouragement has been put on bilateral, regional and multilateral relations to harness benefits of enhancing industrialisation by achieving transfer of technology, markets and investment opportunities (Tanzania Foreign Policy, 2001). As a result, there has been a revival of old industrial establishments and concentration has been put in establishing more industrial undertakings. It is further envisaged that engagement within regional arrangements is a reliable catalyst of boosting up national economies by inviting incentives to trade and economic growth. To this end, Tanzania’s engagement within the EAC may also be an affirmative action for industrial development.
1.3 Statement of the Problem 

Regional integrations are regarded by most countries as potential for increasing industrial investments for Member States though unrestricted access to free trade areas and common markets. Through regional integrations, countries have gained economic favours to enhance industrialization processes. In this regard, the 2011 EAC industrial policy and the subsequent East African Industrialization Strategy of 2012-2032 are seen as one of the efficient means of expanding the industrial capacities of individual EAC member states and the region in general. The EAC industrial policy intends to support employment creation, export revenue and economic growth, but also economic diversification that will provide increased protection against economic shocks. The renewed commitment to industrialization by Tanzania is part of a broader agenda to create employment opportunities and substantially reduce poverty. 
However, while looking at the EAC vibrant market for industrial produce, the presence of protectionist policies on some goods in the region; economic and technological differences between the EAC Member States; differences in quality and competition between local and international products; and an unsteady growth of the Tanzania industrial investments, may hinder opportunities for Tanzania to industrialize in the East African region. Therefore this study aims at recognizing the various prospects for industrialization that are available within the East African region; assessing the ability of Tanzania to capitalize on the opportunities of industrialization available within the EAC region and; further provide a set of recommendations on how Tanzania industrial sector may flourish amidst present challenges in the EAC region. 
1.4
Research Objectives

1.4.1
General Objective
The research intended to assess the prospects for Tanzania industrialization while taking into stock opportunities that are available within the East African Community.

1.4.2
Specific Objectives
i. To examine the contribution of the Tanzania industrial sector to the National Gross Domestic Product. 

ii. To assess the implementation of the EAC priority industrial sectors in Tanzania.
iii. To determine the competitiveness of the Tanzania industrial sector in the EAC markets.
1.5
Research Questions

Specific research questions that need to be answered include the following:
i. Is the Tanzanian industrial sector growing at a substantial rate?

ii. How is the EAC priority sectors implemented in Tanzania?  

iii. How can Tanzania industrial sector compete in the EAC markets?

1.6
Significances of the Study 

The study helps to determine to what extent the majority or rather the populace of the EAC region is aware of the economic benefits that transpire in the regional integration including the opportunities from Industrialization within the region. The research will also benefit the current efforts in the industrialization process in Tanzania and help address the limitations that exist within those measures and propose viable solutions. Furthermore, the findings of the study provide a set of recommendations for Tanzania that will improve the level of industrial competitiveness in the regional context. These recommendations are generated as solutions to the challenges that exist in the current trends of industrialization within the EAC region. 
1.7
Scope of Study

The study has mainly covered developments within the EAC priority industrial sectors, mainly focusing on the extent to which Tanzania has benefited from its own industrial establishments. The study has also made reference on EAC policy measures and strategies that have been put in place to encourage industrial development in member states. The study has further built on suggested recommendations to solve available challenges for further development in the East African region. In context, the study has generated arguments from theories of regional integration and their relevant application to the Tanzanian context. The study mainly focused on secondary data sources from public bureaucracies, books and journals, as well as in official websites.
1.8
Limitations of the Study

The study was constrained by financial resources, and confidentiality. The financial resource was not sufficient enough to pay a visit to Nairobi in Kenya, Kigali in Rwanda, Bujumbura in Burundi, Juba in South Sudan  and Kampala in Uganda to collect primary data rather than relying on secondary data available in libraries and the use of websites source. Moreover confidentiality was another research constraint since some time it was difficult to obtain data from Government offices because of the political interest of a particular country to maintain confidentiality, a good example can be to some Embassies lied the prohibition in providing some documents, and some Embassy and/or Government officials may refuse to provide some important information which may concern the research due to its confidentiality. Therefore, the study embarked on using secondary data sets with a focus on Tanzania so as to acquire accurate data for presentation and analysis. 
CHAPTER TWO
LITERATURE REVIEW

2.1 Definition of Key Terms

Haas, (1971) defined regional integration as a process in which neighbouring states enter into an agreement in order to upgrade cooperation through common institutions and rules. Regional integration can be defined along three dimensions: geographic scope illustrating the number of countries involved in an arrangement (variable geometry), the substantive coverage or width that is the sector or activity coverage (trade, labor mobility, macro-policies, sector policies) and the depth of integration to measure the degree of sovereignty a country is ready to surrender, that is from simple coordination or cooperation to deep integration. Regionalism is a political state into which countries decide to give in some of their autonomy to regional organisations in order to make collective decisions. Industrialization is a process of socio-economic transformation of societies by installing productive manufacturing sectors.
2.2 Theoretical Framework

Regional integration theory (RIT) seeks to explain the establishment and development of regional international organizations (RIOs). A minimal definition of RIO has four necessary attributes: state members, organizational capacity, multilateralism, and geographical proximity (Schimmelfennig, 2018). First, regional integrations established by states and have states as their members. Second, they are organizations with physical headquarters and their own staff; they have regular procedures such as meetings of their member states; and they have the capacity to make decisions and to act on them. Regional agreements or regional conferences alone do not qualify. Third, they consist of more than two member states. Finally, their membership is geographically proximate and limited (ibid). For the purpose of the study, the research will widely make use of the following theories of regional integration and international trade.
i. International Federalism

The International Federalism theory states that in order to create cooperative relations among nation states and achieve a mutual development there needs to establish a constitution that can create a common legal system to help the integration process (Garza, 2006). The theory dates its origin in post-sixteenth-century international relations ideas, that both internal and international federal ideas share hostility to basic aspects of national state supremacy (Riley, 1973). The name federation is derived from Latin foedus meaning pact, alliance, covenant an arrangement entered into voluntarily and implying a degree of mutual trust and duration (Dosenrode, 2010). The theory further highlights that a regional integration formed under the process of federalism involved four main components: Security - a wish for independence combined with a perceived (military) threat; Prosperity - a hope for economic advantages; Commonness / familiarity – a beforehand knowledge of the other parties and the same understanding of political institutions; and Geographic proximity of member states (ibid).
ii. Functionalism

Functionalism is a theory of international relations that arose principally from the experience of the Second World War and a strong concern about the obsolescence of the State as a form of social organization. Rather than the self interest of nation states that realist see as a motivating factor, functionalists focus on common interests and needs shared by states but also by non state actors in a process of global integration triggered by the erosion of state sovereignty (Garza, op. cit). In the functionalism theory, regional integration is the collective governance and interdependence between states. In this regard, international agencies would meet human needs. Furthermore, the benefits rendered by the functional agencies would attract the loyalty of the populations and stimulate their participation and expand the area of integration (ibid). 
iii. Neo-functionalism 

Neo-functionalism was first elaborated by Ernst Haas in his book The Uniting of Europe, coming up with a new vision and focusing specifically upon the integration project in Europe. For Haas integration is the process whereby political actors in several distinct national settings are persuaded to shift their loyalties, expectations and political activities toward a new centre, whose institutions possess or demand jurisdiction over the pre-existing national states (Haas 1958, as cited in Moga 2009). 
By tackling issues such as the importance of supranational institutions and by presenting a comprehensive account of how parts fit together, neo-functionalism tried to provide a theory of politics which focused mainly on regional integration (ibid). Neo-functionalism describes and explains the process of regional integration with reference to how three causal factors interact: Growing economic interdependence between nations, organizational capacity to resolve disputes and build international legal regimes, and supranational market rules that replace national regulatory regimes.
iv. Inter-Governmentalism 
Inter-governmentalism is an alternative theory of political integration, where power in international organizations is possessed by the member-states and decisions are made unanimously. Independent appointees of the governments or elected representatives have solely advisory or implementation functions (Niemann & Bergmann, 2013). The theory initially proposed by Stanley Hoffmann and refined by Andrew Moravcsik suggests that governments control the level and speed of integration. The theory explains that member states have always guarded their national interests and placed strict limits on any future transfer of sovereignty. Thus, they tried to avoid granting supreme authority to central institutions that could weaken the national sovereignty, preferring instead to work through intergovernmental institutions such as the Council of Ministers (Moga, op. cit). 
Inter-govern mentalism is used by most international organizations today, whereas the EAC also has a Council of Ministers in its administrative duties. Inter-governmentalists, by contrast, view integration from the standpoint of national states searching for mutually advantageous bargains. Whereas neo-functionalism explains integration as the outcome of cooperation and competition among societal actors, inter-govern mentalism explains integration as the outcome of cooperation and competition among national governments (Hoghe and Marks, 2019).

v. Post-Functionalism
Post-functionalism starts from the assumption that regional integration has become firmly embedded in the mass politics of the member states. In other words, it has become “politicized”. Schimmelfennig (op.cit) explains that as regional integration progresses and undermines national sovereignty and community, it creates economic and cultural losses mobilized by integration-sceptic parties. Identity-based and populist mass politicization constrains regional integration and may even cause disintegration. The eroding sovereignty within regional integrations may result to countries pulling away from cooperating with others once their national interests are not observed in the collective decisions.
vi. The Economic Theory of Comparative Advantage

The Theory of Comparative Advantage (TCA) is a well-known classic in the international economics literature. It is usually among the first things that turn up in textbooks on trade theory. Some call TCA the cornerstone of international trade theory (Beaudreau, 2011). The Theory of Comparative Advantage is an international trade theory that goes back to the work of David Ricardo (1817). This theory looks at trade in form of specialization whereas a country should focus production on a good to which the opportunity cost associated with the production of such good is lesser compared to the production of another.  Under such circumstances, comparative advantage measures efficiency in terms of relative magnitudes since countries have limited resources and levels of technology (Rehim, 2002). Therefore under such theory, Tanzania may choose to specialize in industrial production in a sector that has more comparative advantage in the East African Community. 
2.3 Empirical Review: Common Arguments on the Influence of Regionalism to Promoting Industrialization 

2.3.1
The Political Economy of Regional Industrialization Strategies

A paper by Byiers (2018) analyses the political economy of the regional industrialisation strategies in the COMESA, EAC, ECOWAS and SADC regions, looking at these in terms of the market failures that national industrial policies seek to address. According to Byiers (ibid), successful industrial policies rely on three conditions: mutual interests among state bureaucrats, firms/farms, and ruling elites; pockets of bureaucratic efficiency; and ways of “learning for productivity”. Therefore the study explains that establishing regional industrialisation as an overarching objective of regional cooperation and integration processes can also help to ensure that regional approaches to, for example, infrastructure development and trade facilitation, contribute more directly to economic transformation ambitions.
The study further shows that regional strategies make sense at one level, given the potential for regional market integration to promote value chain development and support other industrial objectives. However, they largely ignore the competition dynamics between states in specific sectors. Moreover, their implementation is complicated by the fact that mechanisms used to pursue national industrial objectives often contradict regional commitments (ibid). The findings suggest that regional industrialisation strategies should be used to complement national industrial policies rather than to replicate or guide them.
Given the national-regional tensions explained above, Byiers resonates that an effective approach to regional industrialisation may indeed be to complement national approaches at the regional level in a more politically neutral way, focusing on the ‘horizontal policies’ that don’t target any specific industry or benefit one country’s industrial capacity, but rather aim to improve the environment for cross-border trade and investment more broadly. However, with this conclusion the study does not expand on explaining how the opportunities of regional integration may be utilized properly by individual national economies to boost up their national industrial sectors without the generation of clashes of interest in their respective regional blocs.
2.3.2
Regional Integrations and Promotion of Individual National Economies 

A similar study by Manone (2008), has shown that benefits of regional economic integration assist in better understanding its importance  to Africa’s  economic  growth  and  development, in  that  free trade  allows  consumers  and  firms  to  purchase  from  the  cheapest  source  of  supply, ensuring that production is located according to comparative advantage. Furthermore, the study explains that gains  of  regional economic  integration  are  mainly  in  terms  of  production  efficiency  and  increase  in consumption. 

These gains were reflected as economies of scale, greater competition and stimulation of investment. Overall benefits of regional economic integration  include benefits for all through  cooperation; having a strong bargaining bloc in international forums; having a viable market size that attracts foreign direct investment; as well  as  improved  scope  for diversification  and  its  benefit  of  lower risk.  Enhanced competition is one other advantage of economic integration, and together with economies of scale, they exert a downward pressure on costs and prices (ibid). However, the study concludes that the effects of regional integrations may have only a relatively short‐term impact on the national economy, and thus the benefits of being part of a regional integration are only evident upon a long-term membership. 

2.3.3
Industrial Development through Regional Integrations

DeRosa (1998) explains that  industrialisation  is  presented  as  a collective  instrument  of  development,  based  on  import  protection.  This  model  assumes  that  growth  originates  in  regions  with industrial advancements,  and  then  spreads  to  surrounding  regions.  However,  it  is possible  that  contiguous  regions are  deprived  of  their  factors of  production and markets because of the expansion of the growth pole. Furthermore, Manone (op.cit) has observed that in the past, Africa’s attempt to integrate has failed, and some of the factors that led to this disappointing  and  limited  integration  include  external  trade  regimes  that  undermine export activity, structural rigidities, dependency of most African countries on agricultural exports,  weak  production  structures,  small  and  inefficient  industrial  bases,  and vulnerability to fluctuations in the world market. 
The level of industrial development in Africa is very low compared to other countries in the world, and agriculture is dominant in terms of both overall economic activities and volume and value of exports.  Therefore, it is to Africa’s advantage to integrate its economies, particularly if member countries want to industrialise behind protective barriers. Forming a  group that provides scope for intra‐bloc  industrial  specialisation reduces the cost of protection, and can generate  welfare gains that  would  not  be  open  to  members  through unilateral liberalization (DeRosa, op.cit). 
Furthermore, if industries can be rendered competitive at higher levels of output when preferential markets are available, regional economic integration is well - justified.  On the contrary, this set of empirical information assumes that the member countries of the regional bloc operate in their own autarky environment, this is contrary to the view that the member states may also choose to have connections with other bilateral, regional and multilateral blocs that may result to a clash of national interests. 
2.3.4
Industrial Development through Regional Integrations on the Case of the European Union and the East African Community

Dullien and Torreblanca (2012) explain that the European Union (EU) has evolved through all the three stages of a regional integration namely: free trade area, customs union, common market and currently the monetary union. It is currently composed of 19 member states that use the Euro as their legal tender. The EU has led to economic growth within the region which also included the provision of financial assistance to Member States where necessary (Sabucchi, 2013). The EU has therefrom been seeking opportunities to promote economic wealth within the region by engaging with other regional blocs in Africa, Caribbean and Pacific regions through the Cotonou Agreement of 2000.

The restructuring of trade relations between the ACP States and the EU foreseen in the Cotonou Agreement will also help to develop momentum behind regional integration in Africa. Trade relations, which are now based on non-reciprocal trade preferences granted by the EU, will in future be based on economic integration agreements. The EU intends to negotiate these Economic Partnership Agreements (EPAs) with ACP countries engaged in a regional integration process, and not with individual States except in exceptional circumstances. EPAs are thus intended to consolidate regional integration initiatives within the ACP (Pichon, 2018). 

Decisions about the geographical configuration of future EPAs are still outstanding. Under the Cotonou Agreement, this decision lies with the ACP countries, but the EU has added the rider that it is up to the Community to ensure that this decision is in line with the objectives and principles of the Agreement. The EU has published “Orientations on the Qualification of ACP Regions for the Negotiation of EPAs” setting out the Commission’s views in this respect (EU Commission, 2001). In the viewpoint, an individual may fathom as two or more regional integrations may work together to promote economic cooperation but this set of empirical knowledge fails to determine the role of national governments in entering into agreements with the regional integrations. As such, the implementation of the EPA has been defunct in the East African Community region until when it is approved by all members.
2.4 Research Gap

Having analysed the above mentioned studies that have explained on the processes of a regional integration and opportunities to the improvement of the national industrial economies, the studies show that  the  failure  to  reach macroeconomic  convergence  targets  is  due  to  both  economic  factors  and  gaps  in institutional design of criteria within the EAC an national governments. A latest study conducted by the East African Development Bank (EADB, 2019) shows an improved economic growth of 5.7% in 2017 that is above the 3.6% threshold of Sub-Saharan Africa. 
However, the key question remains on how a respective country within the region may pursue competitive economic models to ensure the benefits of the integration to the respective national industrial sectors without disrupting the EAC regional economic agreements. In this respect, it is important to address various opportunities that are available within the region that national entities may strategically pursue to ensure growth of the national industrial sectors. Therefore, this research aims at unfolding on opportunities that are available in the East African Community to improve the industrial economies of individual national economies by observing the policies, structures and implementation mechanisms that will provide further gains on the Tanzanian industrial sector through strategic involvement in the EAC.
2.5 Conceptual Framework

A conceptual framework is a written or visual presentation that explains either graphically or in a narrative form the main things to be studied the key factors or concepts or variables and the presumed relationship among them (Miles and Huberman 1994, pg18), this conceptual framework develops a participant’s view and issues are gathered and analyzed by highlighting the inter-relationship between three common variables: industrialisation, influences, state and non-state actors. 
Figure 2.1: Conceptual framework
Source: Researcher’s construct, 2020

Furthermore, it shows how these variables affect each other and how the intervening variables affect both Independent and dependent variables. On the other hand, intermediate variables can affect negatively or positively to the variables. Figure 2.1 presents a summary of the conceptual framework of this matter of discussion basing on the viewpoints of inter-govern mentalism theory of regional integration. The following are the key terms and explanations:-

Industrialization: as a dependent variable, is among the main focus of the EAC integration but may be influenced with pull and push factors which are independent variable explains on the relationship of that exist between positive and negative influencers of industrialization. The final group comprising of the intervening variables presents the State and Non-state actors: such as the head of states and the non-state actors such as NGO’s, Pressure groups and civil society. Through the roles they play, they may be able to either influence positively or condemn the process of industrialisation in EAC. 

CHAPTER THREE

RESEARCH METHODOLOGY
3.1
Introduction
The methodological study in this section includes the research design, study area, target population, sample and sampling procedure, types of data which includes secondary and primary data, data collection methods and data analysis. 
3.2
Research Design

This section will contain an overall strategy that is integrated in different components of the study in a coherent and logical way, hence ensuring effective addressing of the research problem; it will constitute the blueprint for the collection, measurement and analysis of data. The research problem at hand will determine the type of design to be used. Furthermore, it will outline the methodology and illustrate on the research design. The research design utilized in this study is classified as deductive, since thesis writing process was initiated with a broad literature review which will give me a general overview over the subject and inspire the theoretical hypotheses which will be justified with empirical material to test their validity. This is said to be a deductive approach because of it is most functional, initiating the research with broad theoretical concepts and hypothesis and comparing these with empirical realities in East Africa. 
Scaling down the qualitative research, because of the political sensitivity of this research topic which disputed between the East African Community secretariat and Civil Society Organization which feel marginalized by East African Community staff; the option was a deductive approach and a light version qualitative research, to get information on the East African Community and affiliate Government sectors in promoting industrialization.
3.3
Target Population

The target population is the entire group of people or objects to which the researcher wishes to generalize the study findings. Burns and Grove explain the target population as “The entire aggregation of respondents that meet the designated set of criteria” (Burns & Grove 1997: 236).  Target population is also the total number of subjects or the total environment of interest to the researcher. In particular, the target population for this study was within the industrial context of the United Republic of Tanzania. In this regard, the study has focused on the context of Industrial establishments that are present in Tanzania. 
3.4
Sampling   Procedures

Sampling involves a process of selecting a sub-section of a population that represents the entire population in order to obtain information regarding the phenomenon of interest. Mugo (2002) explains that a sample is a finite part of a statistical population whose properties are studied to gain information about the whole. In this regard, it is a sub-section of the population which is selected to participate in a study. There are two methods of sampling, one gives way to probability samples in which there is random selection during data collection. The other yields non-probability samples that deals with non-random selection and more precise choice while collecting data.
This study has used purposive sampling as a non-probability sampling technique. This type of sampling involves the researcher using their judgement to select a sample that is most useful to the purposes of the research. Therefore, focus for this study was provided to secondary data sources acquired from the EAC, industrial sectors and government agencies. In this respect, the study has widely made use of the 2016 Annual Survey of Industrial Production with a sample size of N = 2,462 industrial establishments that have ten or more workers. The study that was conducted on 2,462 industrial establishments was done in 1,931 manufacturing sub-sectors (78.4%), 385 establishments on mining and quarrying (15.6%), 110 establishments on water supply sub-sector (4.5%) and 36 electricity sub-sector (1.5%).
3.5 Data Types and Methods

So as to meet the objectives, the study has used the secondary data type. The secondary data type that was used is of a quantitative nature whereas; the major secondary data set was obtained from the National Bureau of Statistics of the United Republic of Tanzania in an Annual Survey of Industrial Production that was concluded in 2018. Further secondary data is gathered form annual budget speeches from the Ministry of Industry and Trade and the EAC budget speech for the year 2019/2020. Additional statistical information was obtained from the 2018 annual report of the United Nations Industrial Development Organization (UNIDO).  
3.6 Data Collection Methods and Tools

As in this case the research conducted was a library research only secondary data type was utilized. Data was collected from published surveys, books, articles, journal, newspapers and internet sources. The research area focused on scholarly materials where an average of 45% of the data was obtained from the National Bureau of Statistics, 30% of the information was retrieved from the East African Community Library Documentations, published documents in the internet, budget speeches and other library materials, 10% was obtained from the documentations within the Ministry of Foreign Affairs and East African Cooperation, whereas the average data that was obtained from the Tanzania National Policies and Strategies is 15%. 
3.7 Data Analysis

Data analysis refers to the computation of certain measures along with a research for patterns of relationships that exists among the data group (Kumar, 2004). Data collected was analyzed on the basis of quantitative methods. This study has focused on descriptive analysis (descriptive statistics) whereby there data obtained was summarized by looking at the most common information to find similar patterns that can answer the research questions. Furthermore, findings of this descriptive study have been displayed through numeric terms of percentage, tables, charts and histograms. 
3.8
Data Quality Control

3.8.1
Reliability and Validity
Middleton (2019) informs that reliability is about how consistently a method measures something. If the same result can be consistently achieved by using the same methods under the same circumstances, the measurement is considered reliable. Whereas, validity refers to how accurately a method measures what it is intended to measure. If research has high validity, that means it produces results that correspond to real properties, characteristics, and variations in the physical or social world.
Therefore, to ensure reliability of the results, the findings were compared to similar studies in the third world settings to obtain the same outcome. In this case, the study can be used in similar scenarios (countries with the same level of economies) to produce comparable outcomes. To ensure validity of the research, the study has relied on relevant and appropriate information to respond to the research questions enlisted. The secondary data set used is the Annual Industrial Survey concluded by the National Bureau of Statistics in 2018 that wholly reflects on the trend of industrial growth in Tanzania. Furthermore, the study has used quantitative methods to generate valid conclusions in relation to the topic. 
CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND DISCUSSION OF FINDINGS

4.1 Introduction

This study has made wide use of the secondary data set by the 2016 Annual Survey of Industrial Production - ASIP (National Bureau of Statistics, 2018) that was conducted on 2, 462 industrial establishments. ASIP explained the manufacturing sub-sector to have the largest number of establishments (1,931 or 78.4 percent); followed by mining and quarrying (385 or 15.6 percent); Water supply, sewerage, waste management and remediation activities (110 or 4.5 percent); and electricity, gas, steam and air conditioning supply with 36 establishments or 1.5 percent of the total number of establishments. Therefore, this chapter will provide findings in relations to the following specific objectives:-
4.2 Growth Rate of the Tanzania Industrial Sector
The overall economic growth of Tanzania is explained in the Annual Economic Survey of 2018 whereas; trends show there is a steady rise of the Gross National Product (GDP) from the year 2016 with an average of 6.9 to 7.0 in the year 2018. However, trends also show that the GDP was lowest in the year 2015 with an average of 6.2 and the year 2017 with an average of 6.8.  These GDP levels reflect all economic activities, industries inclusive as illustrated in Figure 4.1 below. The figure shows the trend of GDP levels of the United Republic of Tanzania from the year 2014 to 2018. The steady rise of GDP levels indicates the deliberate improvements of the productive sectors, industries inclusive. The section after will further quantify on the contribution of the industrial sector to the national GDP.
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Figure 4.1: GDP growth rate of the United Republic of Tanzania
Source: Research Findings 2020

4.2.1
Contribution of Industrial Sector to National GDP

NBS (2018) informs on the contribution of various kinds of industries in the national GDP whereas, the construction industry shares to GDP was 14.0 percent, followed by manufacturing 4.9 percent, Mining and quarrying 4.8 percent, electricity supply 0.8 percent while the share of industries on water supply sewerage, waste management to GDP was 0.4 percent during the year 2016. In 2018, the growth rate of manufacturing activity was 8.3 percent compared to 8.2 percent in 2017. This was attributed to an increase in industrial production of some products including food products, soft drinks, cement, wheat flour, metal products and paints as well as an increase in the consumption of locally manufactured products. The share of manufacturing activity to GDP increased to 8.1 percent in 2018 compared to 7.7 percent in 2017 (Economic Survey, 2018).
Table 4.1: Share of Manufacturing Sector to National GDP
	Year
	2013
	2014
	2015
	2016
	2017
	2018

	Share of Manufacturing sector to GDP at current prices (%)
	9.1 
	9.1 
	7.9 
	7.8 
	7.7 
	8.1

	MVA per capita
	139,810  
	149,016  
	154,673  
	166,082  
	174,241  
	182,889 


Source: Tanzania Voluntary National Review (VNR) Report, 2019
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Figure 4.2: Share of Manufacturing Sector to National GDP
Source: Research Findings 2020
Figure 4.2 explains the share of the manufacturing sector to the National GDP. In the years 2013 and 2014, the manufacturing sector had contributed 9.1 percent to the respective national GDP. However, the years 2015, 2016 and 2017 had contributed relatively low to the GDP. The year 2018 on the other hand, has shown a steady rise with a contribution on 8.1 percent to the National GDP. A number of factors including lucrative business environments and improved ICT technologies have quantified the marginal improvements in the overall national GDP. Despite the notable improvement in the national GDP as specified in the Tanzania VNR Report (2019) in Figure 4.2 above, there is a need to focus on raising the chart of the National GDP for the subsequent years as well as maintaining sustainable rise in the GDP. 
4.2 Assessment of the Implementation of the EAC Priority Industrial Sectors on the Tanzania Industrial Sector 
The East Africa Industrialisation Strategy has identified six main priority areas for East African competitive industrial development, namely: agro-processing; fertilizers and agro-chemicals; iron-ore and other mineral processing; pharmaceuticals; petro-chemicals and gas processing; and energy and bio-fuels. The table hereunder illustrates the level of competitiveness as per each productive sector.

Table 4.2 explains on industries in the East African Community that generally have more attractiveness and feasibility from the scale of 0 to 10. Total attractiveness of an industry regards the ability of the sector to appeal more profits. The variables that are used in determining the attractiveness of the industries sector include: the number of competitors in target market; growth rate of firms in the target market; average net income for firms in the target market; methods for generating revenue in the industry; degree to which customers feel satisfied by the current offerings in the target market; potential to employ low cost marketing techniques to promote the firm’s product or services; and excitement surrounding new product/service offerings in the target market.

Table 4.2: Industries with High Growth Potential in the Region Based on Assessment Framework
[image: image3.wmf]S.no.

Industries

Total 

Attractiveness

Total Strategic 

Feasibility

Weightage

1

Agro Processing - Veg Oil,  Fruits, Beverages, Dairy, Meat, 

Nuts, Plantation produce, Grain milling

8.20

6.80

2

Fertilisers  and agrochemicals

7.05

6.20

3

Pharmaceutical Industry - Bulk and retail

6.80

4.99

4

Petrochemicals and Gas processing

6.75

4.74

5

Iron,  Steel and other metals and their products tubes, 

bars, rods, rolls, wires, pipes, mesh

6.45

4.69

6

Energy - Bio, Ethanol, Solar, Geo thermal, Hydro-electric, 

Thermal etc.

6.40

6.23

7

Agro machinery 

6.30

4.39

8

Machine tools and spares

6.05

4.39

9

Basic medical equipment

6.00

4.64

10

Transformers and electrical equipment

5.85

4.34

11

Textiles - Cotton, Silk, Linen Spinning, Weaving and 

Garments

5.80

5.69

12

Packaging Industry & Sacks

5.65

5.24

13

Plastic products 

5.65

4.89

14

Electronic and computer assembly

5.65

4.09

15

Cement

5.45

5.74

16

Sheet Glass and ceramics

5.40

4.94

17

Leather

5.30

5.54

18

Dyes and chemicals

5.00

4.89

19

Soaps and Detergents

4.90

4.94

20

Automotives - cars, buses and tractor assembly and 

spares

4.50

4.34


Source: EAC Website, 23 August 2019

On the other hand, strategic feasibility entails the degree of convenience of attaining industrial capacity. In this regard, feasibility of the sector of the above Table 4.2 is measured on the ability to finance the sectors; organizational capacities; and availability of raw materials and markets. Therefore from the above figure, there are six main industrial sectors mentioned above that have a higher growth potential in the EAC region. 

The 2018 Annual Economic Survey explains that the value of manufactured goods in Tanzania increased to USD 794.6 million from USD 693.7 million in 2017, equivalent to an increase of 14.5 percent. This was attributed to increase in exports of manufactured goods, particularly, marble, plastic materials and aluminum products. In addition, 68 export earnings from manufactured goods accounted for 24.8 percent of total non-traditional goods in 2018. The value of other goods exports increased to USD 432.5 million from USD 357.1 million in 2017, equivalent to an increase of 21.1 percent. Goods in this category include oil seeds, cocoa, leather and grains, which altogether accounted for nearly 75 percent of exports in this category.

In this regard, there are different planned interventions as stipulated in the EAC Industrial Policy of 2011 that aim at strengthening industrial sectors of the individual Member States. These regional interventions are explained below in connection to the Tanzania Industrial sector:
i. Diversifying the Manufacturing Base and Raising Local Value-Added Content of Manufactured Exports
Table 4.3: Relation of EAC Priority Areas to the Number of Industrial Establishments in Tanzania
	 EAC priority areas
	Number of Establishments in Tanzania
	Percentage

	Agro-processing
	1329
	53.98

	Fertilizers and agro-chemicals
	55
	2.23

	Iron-ore and other mineral processing
	733
	29.77

	Pharmaceuticals
	6
	0.24

	Petro-chemicals and gas processing; 
	4
	0.16

	Energy and bio-fuels
	44
	1.79

	Others
	291
	11.82

	
	2,462
	100


Source: NBS, 2018: page 22
The study has used data sourced from the National Bureau of Statistics (2018) to conclude that the manufacturing base in Tanzania is not widely diversified with only a limited number of varieties in the East African market. Table 4.3 shows the number of industrial establishments in Tanzania in reference to the priority areas enlisted.
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Figure 4.3: Relation of EAC Priority Areas to the Number of Industrial Establishments in Tanzania
Source: Research Findings 2020
From table 4.3 and figure 4.3, Tanzania’s industrial capacities are widely focused on two main areas: agro-processing with a leading percentage of 53.98; followed by the iron ore and other mineral processing industries with a percentage of 29.77. The rest of the priority areas of the EAC region only have in total less than 5 percent of establishments within Tanzania. Whereas the other industrial establishments that are not part of the EAC priority areas form 11.82 percent of the total industrial population in Tanzania.
Subsequently, the data from the National Bureau of Statistics (2018) with a sample size of 2462 industrial establishments was analysed to determine possible reasons for the lagged growth of the Tanzania industrial sector in relation to the EAC priority sectors. Reference has been made on 18 main challenges that are common and cross-cutting in the Tanzania industrial establishments, whereas high cost of production and shortage of raw materials have scored highest affecting 1845 and 1020 industrial establishments respectively. This is shown hereunder:

Table 4.4: Challenges that Hinder the Development of Industrial Establishments
	S/N
	Challenge 
	Number of industries affected out of 2462 establishments 

	1. 
	High Cost of production 
	1,845

	2. 
	Shortage of raw materials
	1,020

	3. 
	Inadequate physical infrastructure
	964

	4. 
	Inadequate technology
	950

	5. 
	Inadequate financial services
	776

	6. 
	Unfair competition
	744

	7. 
	Environmental challenges
	741

	8. 
	Insufficient demand
	716

	9. 
	Foreign currency fluctuations
	612

	10. 
	Taxes
	615

	11. 
	Shortage of qualified labour
	575

	12. 
	Insufficient production capacity
	575

	13. 
	Uncertain economic environments
	551

	14. 
	Complicated  administrative procedures
	476

	15. 
	Infant private sector with weak support
	440

	16. 
	Availability of industrial locations
	395

	17. 
	Other 
	395

	18. 
	Impositions
	200

	19. 
	HIV/AIDS pandemic
	147


Source: NBS, 2018: page 116
A study by Kinyondo et al., (2014) confirms that many of the challenges that are facing manufacturing firms in Tanzania are centered towards five main areas of scope namely: technical problems, administrative matters, market challenges, financial barriers and policy issues. However, from the above table, this study has classified the mentioned challenges into three main clusters: institutional, financial and operational challenges in relation to the percentage of industrial establishments affected out of the 2462 sample size.
The findings show that there is an interlink among the three clusters of challenges, whereas institutional challenges range at 30.7% of the total sample size on number of industrial establishments; financial challenges at 30.2% of the total sample size; operational challenges range at 33.2% of the sample size and other challenges scoring 5.9% of the total sample size. This is expanded in Table 4.5 and Figure 4.4 
Table 4.5: Challenges for the development of the Industrial Sector in Tanzania
	S/N
	Challenge 
	Percentage

	
	Institutional challenges

Unfair competition

Environmental challenges

Shortage of qualified labour

Uncertain economic environments

Complicated  administrative procedures

Infant private sector with weak support

Availability of industrial locations


	5.80%

5.80%

4.50%

4.30%

3.70%

3.50%

3.10%   
30.7%

	
	Financial challenges

High Cost of production

Inadequate financial services

Foreign currency fluctuations

Taxes
	14.50%

6.10%

4.80%

4.80%

30.2%

	
	Operational challenges

Shortage of raw materials

Inadequate physical infrastructure

Inadequate technology

Insufficient demand

Insufficient production capacity
	8.00%

7.60%
7.50%

5.60%

4.50%

33.2%

	
	Other challenges


	5.9%


Source: Research Findings 2020
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Figure 4.4: Challenges on the Growth of the Industrial Sector in Tanzania
Source: Research Findings 2020

Therefore, while noting that Tanzania is doing fairly well in two out of the six main EAC industrial priority sectors (Agro-processing – 53.98% and Iron ore and other mineral processing – 29.77%). The lagged growth of other EAC priority sectors can be associated to the challenges that hinder development of industrial establishments. From the above data obtained, it is therefore concluded that in order to boost these sectors (Pharmaceuticals - 0.24; Energy and bio-fuels – 1.79%; Petro-chemicals and gas processing – 0.16; and Fertilizers and agro-chemicals – 2.23%); there needs to be intervention to improve the diversified manufacturing base of Tanzania in the EAC. 
To resolve these challenges, Integrated Industrial Development Strategy 2025 (IIDS 2025) suggests on a number of government-led interventions that involve: creation of economic zones and growth corridors, promotion of Small and Medium Enterprises, Resource based industrialization, development of industrial infrastructures, budgeting for industrialization and the review of institutional frameworks to accommodate precedent setbacks. 
i. Strengthening National and Regional Institutional Capabilities for Industrial Policy Design and Management
The main objective of the ASIP 2018 was to collect information from individual establishments that will be useful in providing economic variables and indicators necessary for planning and policy formulation of the industrial sector. In light of developing institutional capacities, there are institutions in Tanzania that are responsible for ensuring the quality of products and others are inclined on promoting awareness on business environments. 
In this regards, this study has noted there are 03 main institutions in Tanzania  that were responsible for ensuring the quality of  1,967 products that were manufactured in 2,462 industrial establishments on the year 2016. These authorities include Tanzania Food and Drugs Authority (TFDA) - 725 products; International Organization for Standardization (IOS) - 270 products; Tanzania Bureau of Standards (TBS) – 745 products and other authorities – 227 products. 
Table 4.6: Number of Products Certified by Government Institutions
	S/N
	Institution 
	Number of products certified

	1. 
	TFDA
	725

	2. 
	IOS
	270

	3. 
	TBS
	745

	4. 
	Other authorities
	227


Source: NBS, 2018: page 18
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Figure 4.5: Number of Products Certified by Government institutions
Source: Research Findings 2020

From the numbers above, the TBS has provided certificates to the largest number of products followed by TFDA. However, more effort needs to be done by the Government to certify the standards of more products. This is illustrated in table 4.7 and figure 4.6 Additionally, there have been 3,678 awareness services and functions performed in the year 2016. These services were carried out by Confederation of Tanzania Industries (CTI) - 836, Tanzania Chamber of Commerce, Industry and Agriculture (TCCIA) - 724, Association of Tanzania Employers (ATE) - 854, Dar es Salaam Stock Exchange (DSE) - 520, The Center for Mindful Eating (TCME) - 645, and other 99.
Table 4.7: Distribution of Awareness of Services Provided by Institutions
	S/N
	Institution 
	Number of awareness services and functions

	1. 
	CTI
	836

	2. 
	TCCIA
	724

	3. 
	ATE
	854

	4. 
	DSE
	520

	5. 
	TCME
	645

	6. 
	Other
	99

	
	TOTAL
	3,678


Source: NBS, 2018: page 99
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Figure 4.6: Awareness of Services Provided by Institutions
Source: Research Findings 2020

From the data above, the number of awareness services provided for the year 2016 is 3,678. Most awareness services are carried out by CTI and ATE. However, with the above data the study has recognized that other 645 awareness services were provided by the private sector.  Despite that the number of awareness services provided being reasonable, there is need to improve so as to strengthening national and regional institutional capabilities to enable provision of more awareness services for the industrial policy design and management.
ii. Strengthening Research & Development (R&D), Technology and Innovation Capabilities

For industrial development to grow there is a need to improve the levels of research and development so as to always be aware of the surrounding market, the extent of the availability of raw materials and the ability of an undertaking to produce the required outcomes. This will boost up the ability to improve competitive advantage in comparison to other similar undertakings in the East African region.
From the data obtained from the National Bureau of Statistics (2018) it is seen that out of the 2,462 sample size industries, 76.96 percent have not established laboratories for research and development. Additionally, out of 221,688 number of persons engaged in the industrial establishments only, 3,165 employees are focused on Research and Development activities (NBS, 2018). This makes only 1.42 percent of the total number of population. This information is illustrated in the table 4.8 and Figures 4.7.
Table 4.8: Research and Development Facilities on Industrial Establishments
	Particulars
	Number
	Equivalence in percentage

	Establishments with a laboratory for R&D
	567
	23.03%

	Establishments without laboratories for R&D
	1,895
	76.96%


Source: NBS, 2018: page 103
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Figure 4.7: Research and Development Facilities on Industrial Establishments
Source: Research Findings 2020
Table 4.9: Employees on Research and Development activities
	
	Number 
	Percentage

	Employees focused on R&D activities
	3,165
	1.42%

	Other employees not focused on R&D activities
	218,523
	98.57%


Source: NBS, 2018: page 103
From the data above, there is need for the Tanzanian Government to improve the industrial establishments with Research and Development laboratories. This improvement should go hand in hand with the employing more professionals dealing with Research and Development facilities. This is because extensive Research and Developments bring innovations in the industrial sector that generally aims at boosting up production at a considerable cost.
iii. Expanding Trade in Manufactured Products through Increasing Intra-regional Manufacturing Exports Relative to Total Manufactured Imports to at Least 25% by 2032 and Increasing the Share of Manufactured Exports Relative to Total Merchandise Exports to at Least 60%
This study has identified that in the year 2016, Tanzania had a total export value of Tsh. 4,777,939,342 (NBS, 2018). Out of these 330 establishments (9.3%) were done through direct exports; 59 (2.4%) had exports done through patent enterprises; 94 (3.8%) used intermediaries; and 2,079 (84.4%) establishments used other means. The table 4.10 and figure 4.8 below further describe the comparative assessment of EAC countries export value for the years 2016, 2017 and 2018 in USD million.
Table 4.10: EAC Countries Export Value in USD million
	Country
	2016
	2017
	2018

	Uganda 
	711.0
	1,226.3
	1,254.5

	Tanzania
	552.5
	464.5
	508.6

	Kenya
	1,199.0
	1,272.5
	1,273.8

	Burundi
	12.3
	11.5
	16.6

	Rwanda
	156.6
	84.6
	89.7

	South Sudan
	  -
	17.9
	2.0


Source: EAC Trade and Investment Report 2018
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Figure 4.8: EAC Countries Export Value in USD Million
Additionally, from the data above and  in relation to other EAC countries, in the year 2016 Tanzania ranked third with the largest number of total exports. Although this value is not disaggregated to the manufacturing sub-sector, it still depicts the flow of exports trade in the EAC region. This ranking has been sustainable from the year 2016 to 2018. However, in comparison to the 1st and 2nd ranked countries, Tanzania exports relatively lower. Making reference to the 2016 Annual Survey of Industrial Production (NBS, 2018) Tanzania encounters several barriers to expanding exports on industrial establishments that could be reasons for the stagnant growth of export value each year. The survey enlists inadequate supply capacity, customs and administrative entry procedures and tariffs as major setbacks in improving regional exports. The same intensity is also noted in international markets.  This is illustrated in Table 4.11. 
Table 4.11: Barriers for Expanding Industrial Exports
	S/N
	Challenge/Barriers
	Regional Markets
	International Markets

	1. 
	Inadequate supply capacity
	209
	172

	2. 
	Stringent sanitary and phytosanitary rules 
	43
	46

	3. 
	Low compliance to market standards
	54
	49

	4. 
	Inability to meet quality standards
	95
	91

	5. 
	Customs and administrative entry procedures
	116
	96

	6. 
	Inability to meet delivery time
	55
	45

	7. 
	Limited promotion
	77
	61

	8. 
	Inadequate capacity to exploit preferential agreements 
	65
	63

	9. 
	Inadequate trade negotiation skills and market access
	72
	46

	10. 
	Tariffs
	113
	97

	11. 
	Other
	36
	30


Source: National Bureau of Statistics, 2018: page 107
In realization of the challenges that hamper the development of industrial capacities, the EAC has put in place the 2012-32 Industrialization strategy. However, its implementation as well as the solution to the above challenges widely lies with country to country relations at the time of export trade. In this scenario, it is important to maintain affirmative diplomatic relations among member regional countries to always allow favourable room to negotiate export trade in industrial merchandise. To this end, diplomatic actions may include engagement in: Joint Permanent Commissions for Cooperation, signing of Memorandum of Agreements, encourage technological exchange packages and the respect of regional trade agreements (Tanzania Foreign Policy, 2001).  
Other solutions are enlisted within the Integrated Industrial Development Strategy 2025 (IIDS 2025) suggests on a number of government-led interventions that involve: creation of economic zones and growth corridors, promotion of Small and Medium Enterprises, Resource based industrialization, development of industrial infrastructures, budgeting for industrialization and the review of institutional frameworks to accommodate precedent setbacks. 
iv. Transforming Micro Small and Medium Enterprises (MSMEs) into Viable and Sustainable Business Entities Capable of Contributing at Least 50% of Manufacturing GDP

Growth of industrial establishments also involves evolving of small and medium enterprises to sustainable business entities. This growth is later deciphered in terms a rise in competitive nature of firms and the increased ability for industrial establishments to accommodate the needs of the market. In line with the above preamble, out of the total number of 2,462 sample size industrial establishments in Tanzania, the number of establishments engaging 10 to 49 workers was 1,954 (NBS, 2018). The number of establishments that engaged 50 to 99 persons was 219 while those which engaged 100 to 499 persons were 245 (ibid). This is further elaborated in Figure 4.9 
Table 4.12: Employment Size vs Number of Establishments Engaged
	Employment size
	Number of establishments  engaged
	Percentage

	10-19
	1,298
	52.72%

	20-49
	656
	26.66%

	50-99
	219
	8.89%

	100-499
	245
	9.95%

	500+
	44
	1.78%


Source: NBS, 2018: page 25
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Figure 4.9: Employment Size vs Number of Establishments Engaged
Source: Research Findings 2020
In this respect, Tanzania has more SMEs as compared to MSMEs that occupy a total of 88.27% while 11.73% of the total establishments are of a large scale nature. This outcome has been as a result of different setbacks listed in Table 4.12 and Figure 4.9 above. As part of the EAC 2012-32 Industrial Strategy, national governments need to encourage growth of small and medium industrial enterprises to large and stable business entities. This growth will eventually reflect the increased capacity of industrial sector to contribute to the National GDP, which in turn brings forth favourable balance of payment. 
In this regard, in order for Tanzania to harness the opportunities available within the EAC, it is important to improve the manufacturing capacities through the above interventions highlighted in the 2011 EAC industrialisation policy. However, their implementation largely depends on individual efforts of member states in directing affirmative action. United Republic of Tanzania has managed to implement a number of milestones within the interventions as explained above, through the Integrated Industrial Development Strategy 2025 (IIDS 2025). IIDS reviews the policies of Sustainable Industrial Development Policy (SIDP) of 1996-2020 in the context of the emerging economic environment and prepares a road map for implementation of the SIDP strategies so as to achieve the objectives of the industrial sector as mandated under VISION 2025 targets.
In this view point, to improve Tanzanian industrial capacity, focus should be provided in: diversification of the Tanzanian industrial sector to include main EAC priority areas; strengthening of research and development facilities to harness opportunities available in the region; improve the awareness of services that are provided by institutions directly or indirectly involved in the industrial sector; embark on the growth of SMEs and MSMEs; and expand on the role of trade in manufactured goods at the national, regional and international levels.
4.3 Competitiveness of the Tanzania Industrial Sector in the EAC Markets
Tanzania has achieved marginal gains in industrial competitiveness, as measured by the Competitive Industrial Performance (CIP) index. This is evident in improvements in manufacturing value added and manufacturing exports per capita, and marginal improvements in Tanzania’s share of world trade in manufactures. Tanzania fares reasonably well in regional comparisons of manufacturing competitiveness, when measured by the CIP index, but still ranks below Kenya (ESRF, 2018).

Tables 4.13 and Figure 4.10 depict Tanzania’s performance from a measurement by the Competitive Industrial Performance (CIP) index. The results show improvements in international competitiveness, although minimal. Improvements are seen in manufacturing value added per capita and manufacturing exports per capita. Very marginal improvements have also been registered in world shares.
Table 4.13: Trend in Competitive Industrial Performance index ranking. Tanzania and Selected Countries
	Country
	Value, 2013
	2013 Rank/141
	Value, 2015
	2015 Rank/148
	Value, 2016
	2016 Rank/150

	Germany
	0.576
	1
	0.541
	1
	0.5234
	1

	South Africa
	0.088
	41
	0.072
	47
	0.0694
	45

	Kenya
	0.010
	113
	0.011
	102
	0.0108
	103

	Tanzania
	0.007
	121
	0.008
	120
	0.0053
	127

	Uganda
	0.004
	129
	0.005
	126
	0.0045
	129

	Rwanda
	0.003
	136
	0.002
	139
	0.0021
	141

	Burundi
	0.001
	140
	0.001
	144
	0.0000
	148


Source: UNIDO Annual Report 2018
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Figure 4.10: Trend in Competitive Industrial Performance Index Ranking Tanzania and Selected Countries
Source: Research Findings, 2019
Furthermore, the trend of industrial performance is also notable in the local contexts from the increased number of industries within the country. As of March, 2018 Tanzania has a total of 53, 876 industries in the country. Out of this total, major industries are 251, mid-scale industries are 173, micro industries are 6,957 and very small industries composing a total of 46,495. The Fifth Phase government has made an additional impact of 3,306 industries in Tanzania (Ministry of Industry and Trade, 2018 Budget Speech).
According to the Annual Census Report of Industries published in 2016, Tanzania had a total of 49,243 industries. This shows an improved growth of 4,633 establishments as compared to the present data of 53, 876 in 2018. In this regard, the industrial competitiveness of Tanzania is at a steady growth in comparison to other East African countries. Results indicate that the overall index of industrial production (IIP, 2018) increased from 99.0 in the second quarter of 2008 to 141.9 in the second quarter of 2016, recording a 43.3 percentage change over the period. Results further indicate that production of electricity, gas, steam and air conditioning supply sub-sector recorded the highest growth rate (87.1 percent) over the period followed by manufacturing sub-sector (42.8 percent); mining and quarrying (36.0 percent) and water supply; sewerage, waste management and remediation activities (28.4 percent).   
In manufacturing sub-sector the increase of IIP between second quarter of 2008 and second quarter of 2016 IIP is attributed to increase in manufacture of furniture (207.6 percent) followed by manufacture of basic metals (184.9 percent) and manufacture of leather and related products (100 percent). However, during the same period the index shows a decrease in manufacture of wood and of products of wood and cork, except furniture; manufacture of articles of straw and plaiting materials (-33.3 percent) and manufacture of electrical equipment (-12.9 percent). 
CHAPTER FIVE

CONCLUSION AND RECOMMENDATIONS
From the observations above, EAC as a regional integration to some extent plays a role in the economic and trade development in all member states. The opportunities for industrial growth of Tanzania are readily available within the EAC. Therefore to conclude, the composition of the traded products shows that EAC region needs to invest more in manufactured exports through investment in innovation, science and technology. Additionally, value added and diversified products have the potential to generate huge amount of income leading to improved welfare of the people of the regions as to make future of EAC better and more profitable to the people and also the member states.
5.1
How the Research was Done

The research based on the library materials that include articles, journals, books and other conducted researches about the EAC. The main secondary data set for this study was the Annual Survey Industrial Production of 2016 that was carried out by the National Bureau of Statistics in 2018. Other available materials for this research are the EAC Industrialisation policy, the EAC Budget speech of 2019/2020 and Tanzania Budget Speech of 2019/2020 and other relevant internet materials. An analysis of the above data sets was done descriptively and quantitatively to obtain viable conclusions in relation to the topic under study.
5.2
Data Collection
In this research, a major data set that was used was the 2016 Annual Survey of Industrial Production which had been sourced from official records of the National Bureau of Statistics of 2018. Additionally, the additional information was obtained through visiting websites and the EAC library records, more information was obtained from recent budget speeches of  Government Ministries, EAC and National policies and strategies; and the EAC general budget speech for the year 2019/2020. Furthermore, similar researches conducted on the industrial capacity of Tanzania in the East African region were an asset in providing information for this research.
5.3 General Summarization and Discussion
In a growing world of economics, Tanzania is not immune to the needs of industrial advancement. As such, the world is increasingly becoming dependent on regional and international synergies to sustain economies. The research sought to understand how the EAC can positively influence Industrialisation through various opportunities that are available within the integration. The East African region as the fastest growing sub-region in Africa with an estimate growth of 6.3 percent in 2018, as compared with 5.6 growth in 2017. Tanzania is among the countries in the region standing alongside Kenya, Rwanda and Uganda for growth rates of over 7 percent in the year 2018.
In pursuing the priorities relating to economic promotion, the EAC has embarked on the following milestones that Tanzania benefits from (EAC Budget speech 2019/20): 

i. Implementation of a single customs territory and promotion of intra and extra-EAC trade and export competitiveness;

ii. Development of regional infrastructure;

iii. Review of the EAC Customs Union Instruments

iv. Enhancement of regional industrial development, agricultural value addition, skills development, technological advancement and innovation;

v. Operationalization of the one stop border post. This border post was launched in December 2018, at Namanga. This initiative went on hand in hand with training of communities at the Uganda/South Sudan Border and Tanzania/ Zambia border;

vi. EAC has adopted an export promotion strategy for the year 2020-2025 in order to drive EAC export competitiveness forward; and

vii. Promotion of regional peace, security and good governance.   

For the year 2019/2020, these above priority sectors have been allocated budget by the EAC as follows:
Table 5.1: 2019/2020 Budget Allocation for EAC Priorities
	S/N
	CONTENT
	BUDGET (USD)

	1. 
	Consolidation of Single Customs Territory
	2,896,551

	2.
	Development of regional infrastructure
	2,110,054

	3.
	Implementation of the common market protocol
	28,063,275

	4.
	Industrial development
	5,880,143

	5.
	Roadmap towards EAC Monetary Union
	10,777,243

	6.
	Institutional transformation
	21,206,105

	7.
	Peace, security and good governance
	3,401,388

	8.
	Cross-cutting priority areas
	11,643,199

	9.
	Administrative costs
	25,472,571

	
	TOTAL 
	111,450,529


Source: EAC 2019/20 Budget Speech
From Figure 5.1, the EAC has set aside most funds on the implementation of the common market protocol, whereas there are more opportunities for trade within the EAC and on the outside world. In this regard, Tanzania has more opportunities to benefit from products of industrialisation.
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Figure 5.1: EAC Budgetary Allocation for 2019/2020
5.4
Recommendations

This research has observed the need to create more awareness of the economic opportunities that are available within the EAC so as to encourage Tanzanian firms to embark on harnessing them. There is also a need to educate on the implementation of the EAC Customs Management Act of 2004 that governs economic interactions among all EAC member countries. In analyzing the elements contributing to the success of the rising manufacturing firms, it was observed that the supportive institutional and legal frameworks put in place by the government for strengthening private sector investment had enabled investors to raise industrial performance. 
Currently, there is ease of doing business through ICT led programmes for registration and payments facilitated by the e-Government Agency (eGa). This not only helps with the lessened bureaucratic procedures but also provides room for government accuracy and industrial efficiency. It is therefore recommended that the effective implementation of Tanzania’s National Five Year Development Plan (FYDP II) 2016/17–2020/21 and IIDS can assist in reviving domestic manufacturing firms through rehabilitation and support for strategic industries. Moreover in order to remain sustainable, the manufacturing firms have to be competitive and continue adopting new technologies and create ample infrastructures to adopt industrial development. This can be done through regular Research and Development activities. With this view, the goal of Tanzania to the realization of the Tanzania Vision 2025 is seen at an improved stage of implementation.  
The EAC understands that what critically drives economic integration is the existence of robust, reliable and cost-effective infrastructure. There is little doubt that the current state of the EAC’s physical infrastructure erodes the region’s competitiveness and its attractiveness to serious local and foreign investment. So the future EAC should be able to provide promising infrastructure that so attract the investors and the transportations of goods and services from one place to another to be easy such as the roads should passable all the seasons of the year, alternative ways such as waterways, railways and airways. This can also be done in individual national contexts whereas the United Republic of Tanzania currently is focusing national budgets towards the development of robust infrastructure favourable for industrial development. 
Additionally, it is advised that the EAC Member States should be willing to cooperate and adhere to the implementation of the East Africa Industrialisation Strategy. This should first be expressed in form of the political will by member states to develop and implement respective national policies that work in tandem with the Strategy. For Tanzania, the implementation of the Integrated Industrial Development Strategy should be put at the upfront as a measure to realize the industrialization vision by 2025.
The future is bright as there is no option to integration but the important thing to note is that there should be economies of scale which will lead for member states to develop at once from one stage to other, enhancing levels of education to the primary education to university level will allow the people to have wide range and opportunities to work around the region thus will add up the individual economy as well as national economies.
5.5 Recommendations for Further Research
I recommend to others who will like to do their research within the East African region to give their concern in a different topic apart from this, such as how do member states apply the concept of mutual benefit in terms of trading among EAC Member States and abroad. The research could also focus on the impacts of competitive and protectionist policies that are employed by EAC member states in terms of seeking gains from the move towards industrialization. 
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APPENDICES
Appendix I: Map of the East African Community
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