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ABSTRACT

The focused on the impacts of Foreign Direct Investment on growth of local Tanzanian Industries specifically Dar es Salaam region. Foreign direct investment (FDI) is a key element in this rapidly evolving international economic integration. Descriptive survey design was used to examine impact of Foreign Direct Investment on Tanzanian Local Industry. Descriptive survey research produces statistical information about aspects of Foreign Direct Investment that interest policy makers and administrator. Purposive sampling and simple random sampling were employed to obtain information. The study respondents were 100 entrepreneurs and 10 key informants. Structured questionnaire was used to data collection. Data were analyzed using SPSS descriptive and logistic regression. The study findings revealed that government terms and regulation, availability of natural resources and presence of technology and infrastructures are the paramount driving force for FDI in Tanzania. However, findings show that the affiliate integration in the local industry influencing the level of innovation on the quality of the product, introduction of new design, advancement of new production, work organization and efficiency work tasks. The FDI has an impact on the growth of the local industry in a different area as the findings indicate most of the development of the Tanzanian industry in terms of technologies, innovation and the issue of market research was stimulated much in 2000s. The findings call for the government to formulate the attractive policies for foreign investors but also Government to offer attractive incentives for FDIs who can bring in medium and high-tech investments to the country.

Keywords: Investment, Industry, Foreign Direct Investment, Government.
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CHAPTER ONE

INTRODUCTION AND BACKGROUND TO THE STUDY

1.1 Introduction

This chapter presents the background to the problem under investigation, statement of the problem, objectives of the study, research questions, and significance of the study as well as scope of the study.
1.2 Background of the Study
Foreign direct investment (FDI) is a key element in this rapidly evolving international economic integration, also referred to as globalization (Agwu, 2014). FDI provides a means for creating direct, stable and long-lasting links between economies. Under the right policy environment, it can serve as an important vehicle for local enterprise development, and it may also help improve the competitive position of both the recipient and the investing economy (OECD, 2002). In particular, FDI encourages the transfer of technology and know-how between economies. It also provides an opportunity for the host economy to promote its products more widely in international markets. FDI, in addition to its positive effect on the growth of international trade, is an important source of capital for a range of host and home economies (OECD, 2008).
For the past two decades African countries have been viewed as vast market potentials and treasure of resources by Multinational Corporations (MNCs) from developed countries such as United Kingdom, South Africa, United States of America, Germany, China and Netherlands. Furthermore, Multinational Corporations (MNCs) have been found to be important aspects of economic growth of host countries, and crucial, in building technological capabilities of local industries in developing countries. It is a channel for international diffusion of technology and capital investment, having the potential to transfer technological, organizational and managerial practices to developing countries, which may in the long run, lead to industrial development and technological innovation, resulting in economic growth in these countries (Diyamett, 2010).
Foreign Direct Investment is considered the most effective way by which transition economies become integrated to the global economy (Kudiana, A. and Jakubiak, M. 2008). During last three decades, the world economy has been increasingly integrated, with foreign direct investment (FDI) becoming a particularly significant driving force behind the interdependence of national economies (WEI, 2010). Even though most of FDI concentrates in developed countries, its importance is undeniable for developing countries as well. Through receiving private direct investment, developing countries are participating more than ever before in the worldwide production network (Xu 2003). 
FDI is seen as having a key role to play in national development strategies and is viewed as the force with which to exploit and sustain the competitiveness of local resources and capabilities (UNCTAD, 1999). FDI interacts with many aspects of the transition process through its direct impact on macroeconomics such as the balance of payments and employment, through the transfer of knowledge and through the role of investors as new owners of formerly state-owned enterprises (Meyer, 1998). The transition vice versa influences FDI inflows. For instance, FDI is gravitated to countries with furthest progress in economic and institutional reforms to minimize transaction costs of doing business (Baniak et al., 2002; Meyer, 2001). 
Foreign direct investment (FDI) is different from other private capital inflows – such as portfolio investment – since, in addition to equity-based ownership, foreign direct investment implies a direct or lasting interest in, and control of, an enterprise (Loungani&Razin, 2001). FDI typically comprises a bundle of assets, including capital, technology, human resources, and knowledge (Dunning, 1993) and the economies of scale and scope associated with multinational operations (Scott-Kennel, 2001). 
When technological progress and collapsing trade barriers triggered the fragmentation of production processes and emergence of global value chains, MNCs assumed a key role in global production, investment, and trade in final and intermediate goods (Christina et al, 2020).Developing economies area counting for a growing share of corresponding increases in global levels of foreign direct investment (FDI), posing both opportunities and challenges to host countries and the global economy as a whole. Assessing the impact of multinational activity on host country development has been major topic of economic research and policy debates (Laura and Jasmine, 2017). 
Ambiguous evidence from decades of inquiry into when and how the host countries derive benefits from foreign-firm activities notwithstanding, one finding that has emerged is that the effects are moderated by local conditions. Financial markets play a crucial role. Empirical studies on FDI in transition economies show that foreign investors are mainly attracted to these countries by new markets, low labor costs and favorable policies toward FDI (Meyer, 1998; Cheng and Kwan, 2000; Bevan and Estrin, 2002). FDI is considered one of the most effective ways by which transition economies become integrated to the global economy as FDI involves the transfers of multiple resources to a host economy, especially transfers of capital, knowledge, management skills, marketing know-how and the latest production technology. Foreign investors also facilitate exports to Western markets through their knowledge and experience of the relevant markets as well as access to distribution networks (Girma et al., 2005; Meyer, 1998; Nguyen and Xing, 2006).
Foreign Direct Investment has become common tool for transferring technology and expertise for least developed countries like Tanzania in developing domestic industries. To attract Foreign Direct Investment, developing countries have established pro-investment policies that help firms to open subsidiaries in all parts of the world with relative ease. In this regard, policy makers in developing countries like Tanzania attract Foreign Direct Investment to accelerate economic growth. This is based on the premise that Foreign Direct Investment is a way of obtaining capital and technology that is not available in the host country (Olusanya 2013).
The impact of FDI on host economies can be broken down into direct effects and indirect effects. Direct effects relate to the macroeconomic impact of FDI on the local economy such as capital flows, employment creation, and technology transfers. In addition, direct effects relate to the effects over the foreign-owned affiliate as a result of the transfer of firm-specific resources from the MNE. Indirect effects take place via linkages between the foreign affiliate and local firms ((Alvarez, 2003). Large multinational enterprises (MNE) are traditionally the dominant players in such cross-border FDI transactions. This development has coincided with an increased propensity for MNEs to participate in foreign trade. In recent years, it is believed that small and medium-size enterprises have also become increasingly involved in FDI (OECD, 2008).
The unique characteristics of MNEs are crucial when analyzing the impact of FDI on host countries. The transfer of a unique set of resources from the parent firm to the foreign affiliate may improve the latter’s performance relative to local firms, as well as presenting the potential for indirect effects. That is, FDI presents the potential for upgrading local firms’ capability. However, whether upgrading of local industry occurs does not only depends on the characteristics of the foreign affiliate, it also depends on the location-specific factors of the host economy (Alvarez & Gorg, 2005). This point needs to be considered carefully when assessing the impact of FDI in the context of Tanzania since developing countries usually have a very different structure from the capital exporting ones. They have, for example, less developed local capacities, which may lead to different effects.
Foreign Direct Investment involves the transfers of multiple resources to a host country through Multinational enterprise, especially transfers of capital, knowledge, management skills, marketing knowhow and the latest production technology. Foreign Direct Investment can positively affect economic growth, not only directly through enhancing the capital formation, employment opportunities and exports, but also indirectly through promoting human capital and technology progress, so as to increase capability of productivity in the host country (Johnson (2005). 
Foreign Direct Investment in which firms take a direct equity stake in investment project, Multinational Corporations (MNCs) are engaging in a broad range of activities, referred to as Non-Equity Modes (NEMs) of investment, that include partial ownership, joint ventures, contract manufacturing, services outsourcing, contract farming, franchising and licensing and other forms of contractual relationships through which firms coordinate and control the activities of partner firms (Mwakasala, 2014).
Dunning (1998) states that the contribution of FDI to the upgrading of local industry is strongly conditional on the following: the motives for the investment; the size; nationality and the degree of multinationality of the investing firms; the human and physical infrastructure and market structure of the host country; the form of entry by the foreign affiliate; the nature of the products; the characteristics of related firms; and the entrepreneurial ethos and strategies of both the investing companies and local firms in the host country. This suggests that the extent of indirect effects via indirect and direct linkages between foreign affiliates and local firms depends on a wide range of variables. These factors are either related to the foreign affiliate or the host country. For Tanzania in particular, FDI is relatively infant as the government had opted for a socialist path of economic development since 1967, following the Arusha Declaration. 

From 1967 to 1972, the majority of the MNEs and big local companies operating in 
Tanzania since independence were nationalized. During this period there were minimal FDI activities taking place in Tanzania. The FDIs during this period included the Tanzania–Italia Petroleum Refinery Company Ltd (TIPER), Aluminium Africa, Shell and British Petroleum (BP). The majority of investments were made by the State directly or indirectly. By 1980, there were about 400 State Owned Enterprises (SOE). The revival of the foreign investment attraction came in mid 1980s as a result of deliberate economic liberalization policies that were initiated and implemented. Major and far-reaching reforms in financial institutions, public sector, civil service and other areas were made and are still underway to fine-tune the attraction of FDIs in the country. 

The reforms resulted into the rise of FDIs in the country. For instance, FDI inflows 
increased from USD 2,418.7 million in 1999 to USD 3,776.6 million in 2001 with 
sectoral distributions as follows: manufacturing (33.4%), mining and quarrying (28%) and agricultural (6.7%) (BoT, NBS & TIC, 2004: 23-24). Bundle of resources from FDI has important implications for both the multinational enterprise (MNE) and the host economy. The possession of a unique set of resources constitutes an advantage for MNEs to overcome the challenges of operating in a foreign location and has implications for the extent and pattern of local development in a host country (Claramunt, 2010). For developing countries, like Tanzania, seeking to create location-advantages and extend existing assets, this bundle of resources cannot be overemphasized since it offers enormous potential for local spillages of firm-specific advantages; it is with this regard that the study intended to assess the impact of Foreign Direct Investment on growth of local Tanzanian Industries.
1.3 Statement of the Problem
Tanzania is one of Africa’s best performing countries in terms of GDP growth and attracting Foreign Direct Investment (Tanzania investment report 2018). With its remarkable set of natural assets, long-term stable democracy and strong macroeconomic performance, Tanzania has the potential to attract much greater FDI inflows (MIGA, 2007). But the extent on the impactofFDI in Tanzanian local industries is not well understood. Various research focused on the macroeconomic impacts of FDI inflows and on the direct effects on the foreign-owned affiliate have been conducted but very little can be said on the impact of FDI in Tanzania. 
The studies have provided evidence regarding the impact of FDI on productive capacity; export development, and foreign-affiliates’ productivity (Riveros&Vatter, 1994; Agosin, 1998; Ffrench-Davis, 2003; CEPAL, 2000; Foreign Investment Committee, 2004; Alvarez, 2003; Thomsen, 1998; Paredes& Sanchez, 1996). Markusen (1997) discussed the interaction between the liberalization of international trade and direct investment. A National and Regional Analysis, Borenszteinet al. (1998) pointed out the effect of FDI on economic growth in a cross country regression framework, Prebisch (1968) state the positive effect of FDI is reduced to minimum by the fact that huge part of the benefits, for example financial profits, are transferred back to the multinational corporations’ (MNEs) home countries. 
Bacha (1974) and Saltz (1992) also found a negative relationship between FDI and receiving countries’ growth. Binh (2009) Examined Investment Behavior by Foreign Firms in Transition Economies the Case of Vietnam. But the literature that has been reviewed has not focused on Impact of Foreign Direct Investment on industrial development in Tanzania context specific. Therefore, this study aim to asses impacts the impact of Foreign Direct Investment on growth of local Tanzanian Industries.

1.4
Objective of the Study
1.4.1 
General Objective
To assess the impact of foreign direct investment on growth of local Tanzanian industries: the case of Dar es Salaam region.
1.4.2 
Specific Objective
i. To assess the motive for Foreign direct investment in Tanzania

ii. To determine the level of technology, productivity and market integration of local industry

iii. To examine the contribution of Foreign direct investment in the growth of local industry
1.5 
Research Questions
1.5.1 
General Research Question
What is the impact of foreign direct investment on growth of local Tanzanian industries?
1.5.2 Specific Research Question
i. What are the motives for foreign direct investment in Tanzania?

ii. What is the technological, productivity and market integration level of local industry?

iii. What are the contributions of foreign direct investment in the growth of local industry?
1.6 Significance of the Study

The study has implications to policy makers, administrators, the Ministry of Trade and Industries, students and the community in various ways. First, the study help policy makers to observe the patterns of FDI in Tanzania and how Tanzanian local industries benefit from them, The study highlight the positive contribution of foreign firm which came in Tanzania to invest on development, also the study show the linkage between local firms and foreign firm and further the study point out Characteristics, Activities and competitiveness nature of foreign affiliate in Tanzania which can be a basis of looking into ways of improving investment policies in Tanzania to benefit local firms in term of technology transfer, Capital accumulation and Expertise in different local industries in Tanzania. Also, it brings benefit to local films and industry in Tanzania to make sure they are utilizing the presence foreign firm in Tanzania at their advantages by exploiting human capital development and technological transfer into their favor. The study also adds facts to the existing body of knowledge on field of investment in Tanzania.
1.7   Scope of the Study

The study conducted in Dar es Salaam region and the study target both the foreign and local industries. The study also covers foreign Multinational enterprise together with local firm. Dar es Salaam city was chosen because of easily availability of data, this is because Dar es salaam Region is one among region where there are a lot of industries and home of a lot Multinational enterprise, like Tanzania brewers Limited, Coca cola, Pepsi, Oryx Gas, as well as Taifa Gas

CHAPTER TWO

LITERATURE REVIEW

2.1 
Introduction


This chapter is logically arranged to discuss the definition of key terms, theoretical framework, empirical literature review, research gap and the conceptual framework.

2.2 
Definition of Key Terms
The subject matter is to examine the Impact of Foreign Direct Investment on the Tanzanian local Industry

2.2.1 Investment

Investment is defined as a commitment of funds made in the expectations of some favorable rate of return. If the investment exercise is properly undertaken, the return will be corresponding with the risk the investor assumes. (Fischer, 2008)

2.2.2 Foreign Direct Investment

According to the IMF and OECD definitions, direct investment reflects the aim of obtaining a lasting interest by a resident entity of one economy (direct investor) in an enterprise that is resident in another economy (the direct investment enterprise). The “lasting interest” implies the existence of a long-term relationship between the direct investor and the direct investment enterprise and a significant degree of influence on the management of the latter. Farrell (2008) defines FDI as a package of capital, technology, management and entrepreneurship, which allows a firm operate and provide goods and services in a foreign market.” Such companies or concerns are known as transnational corporations or multinational corporations (MNCs). Another type of foreign capital flow is indirect investment, often called “portfolio” or “rentier” investment, which consist mainly of holdings or transferable securities that do not amount to right of control of the investment or company. When starting up a foreign affiliate, MNCs are not likely to give the source of their competitive advantage away for free. 
FDI may come in the form of vertical (inter-industry), with vertical spillovers through forward and backward linkages with domestic companies. It can also take the form of horizontal (intra-industry) with horizontal spillovers. Horizontal FDI access advances to competing domestic firms that operate in the same market and seeks to take advantage of a new large market, which is considered as the pivot on which globalization policy revolves (Maskus, 2002; Bótrić and Ṥkuflić, 2006). According to Bótrić and Ṥkuflić (2006), horizontal FDI replicates the whole product process of the home country in a foreign country.”

2.2.3 Industry

According to Michael Porter (1979) Industry is a group of competitors producing substitutes that are close enough that the behavior of any firm affects each of the others either directly or indirectly. Later on Porter defined the term more industry more precisely as a group of companies offering products or services that are close substitutes for each other, that is, products or services that satisfy the same basic customers’ needs. This new definition emphasizes the importance of industry borders and industry’s role as a market supplier or producer of goods and services, as distinguished from a market, defined as a consumer of goods and services.
2.3 
Theoretical Framework

2.3.1 The Internalization Theory

This theory tries to explain the growth of transnational companies and their motivations for achieving foreign direct investment. As we know transnational companies poses huge capital, technology, experts and manpower to invest abroad in their pursuit to maximize their companies profit by expanding market abroad.  In this theory Hymer emphasize Foreign Direct Investment by removing competition and the use of specific advantages which some firm poses in particular activity, the emphasis on this theory is investment by both horizontal and vertical foreign direct investment
Buckley and Casson developed the theory, in 1976 and then by Hennart, in 1982 and Casson, in 1983. Initially, Coase launched the theory in 1937 in a national context and Hymer in 1976 in an international context. In his Doctoral Thesis, Hymer identified two major determinants of FDI. One was the removal of competition. The other was the advantage, which some firms possess, in a particular activity (Hymer, 1976). Buckley and Casson, demonstrates that transnational companies are organizing their internal activities so as to develop specific advantages, which then to be exploited. Internalization theory is considered very important also by Dunning, who uses it in the eclectic theory, but argues that this theory is more important on explaining issues of Foreign Direct Investment flows.
Hennart (1982) develops the idea of internalization by developing models between the two types of integration: vertical where Companies production is divided by different stage of production in different countries and horizontal FDI where Companies production is duplicated in different countries. Hymer is the author of the concept of firm-specific advantages and demonstrates that FDI take place only if the benefits of exploiting firm-specific advantages outweigh the relative costs of the operations abroad. 
According to Hymer (1976) the MNE appears due to the market imperfections that led to a divergence from perfect competition in the final product market. Hymer has discussed the problem of information costs for foreign firms respected to local firms, different treatment of governments, currency risk (Eden and Miller, 2004). The result meant the same conclusion: transnational companies face some adjustment costs when the investments are made abroad. Hymer recognized that FDI is a firm-level strategy decision rather than a capital-market financial decision. Hymer recognition on FDI as Firm-level strategy decision rather than a capital-market financial decision is due to the fact that, firms before making investment decision first, they have to analyze particular advantages on activity to be invested and market strategy of particular firm.
2.3.2 The Eclectic Paradigm of Dunning

The theoretical framework of the study is based on the Investment Development Path (IDP) developed by Dunning (1981). The IDP acknowledges that, over time, inward FDI has the potential to assist local industry through upgrading, later leading to outward FDI activity by local firms. The Ownership, Location and Internalization paradigm (OLI) operationalizes the IDP by suggesting that the extent to which FDI will impact on an economy depends on the nature of: the O-specific characteristics of the investor; the L-specific characteristics of the host country; and the extent to which firms choose to internalize cross-border markets for intermediate products (Dunning, 1993). This is a theory which is the mix of three theories of foreign direct investment which are Ownership, Location and Internationalization. The eclectic theory developed by professor Dunning is a mix or amalgamation of three different theories of direct foreign investments (O-L-I):
2.3.2.1 “O” from Ownership Advantages
This refer to intangible assets, which are, at least for a while exclusive possesses of the company and may be transferred within transnational companies at low costs, leading either to higher incomes or reduced costs. But TNCs operations performed in different countries face some additional costs based on location, information asymmetry, investment policies and market situation. Thereby to successfully enter a foreign market, a company must have certain characteristics that would triumph over operating costs on a foreign market. These advantages are the property competences or the specific benefits of the company. The firm has a monopoly over its own specific advantages and using them abroad leads to higher marginal profitability or lower marginal cost than other competitors (Dunning, 1988).
According to Gorg, and Greenaway, (2002): there are three types of specific advantages, Monopoly advantages in the form of privileged access to markets through ownership of natural limited resources, patents, trademarks, Technology, knowledge broadly defined so as to contain all forms of innovation activities and Economies of large size such as economies of learning, economies of scale and scope, greater access to financial capital.
2.3.2.2 “L” from Location

When the first condition is fulfilled, it must be more advantageous for the company that owns them to use them itself rather than sell them or rent them to foreign firms.

Location advantages of different countries are de key factors to determining who will become host countries for the activities of the transnational corporations.

The specific advantages of each country can be divided into three categories:

i. The economic benefits consist of quantitative and qualitative factors of production, costs of transport, telecommunications, market size etc.

ii. Political advantages: common and specific government policies that affect FDI flows

iii. Social advantages: includes distance between the home and home countries, cultural diversity, attitude towards strangers etc.
2.3.2.3 “I” from Internalization

Supposing the first two conditions are met, it must be profitable for the company the use of these advantages, in collaboration with at least some factors outside the country of origin (Dunning, 1973, 1980, 1988). This third characteristic of the eclectic paradigm OLI offers a framework for assessing different ways in which the company will exploit its powers from the sale of goods and services to various agreements that might be signed between the companies. As cross-border market Internalization benefits is higher the more the firm will want to engage in foreign production rather than offering this right under license, franchise.
Eclectic paradigm OLI shows that OLI parameters are different from company to company and depend on context and reflect the economic, political, social characteristics of the host country. Therefore, the objectives and strategies of the firms, the magnitude and pattern of production will depend on the challenges and opportunities offered by different types of countries (Hennart, 1982). 
The OLI paradigm is useful for addressing the issue of the impacts of FDI on host economies since it illustrates the relationship between the ownership, location, and internalization configuration of foreign and local firms and the progression of a country through the five stages of the IDP trajectory (Dunning &Narula, 1996). This means, Ownership, Location and Internationalization will play key role in upgrading local firm/industry whereby local firm apart from having FDI bundle of assets like Technological transfer, human capital development, experts training and managerial skills also local firm/industry will have access to international market. 
The paradigm suggests that progression through the IDP stages is prompted by the development of O-advantages in local firms and the diffusion of foreign O-advantages, particularly created assets (Scott-Kennel &Enderwick, 2005). In so doing, it suggests that FDI contributes to the development of O-specific assets of local firms, which then enable those firms to become outward investors themselves. This phenomenon suggests that FDI possesses an enormous potential for indirect effects through the diffusion of O-advantages to local firms. However, the realization of this potential depends on a specific country’s composition of FDI, location factors, and government policy (Scott-Kennel, 2001).
2.4 Empirical Review

The study discusses the impact of inward Foreign Direct Investment in Tanzanian Local Industries. An empirical literature review refers to the analysis of the text books or manuscript, examining documents such as books, dissertation, periodicals and journals that have bearing on study which is conducted (Kombo and Trompo, 2006). In this study, there are several empirical studies which have already been conducted as follows, 

According to Ahmed (2010), study on foreign direct investment, institutions, and economic growth. explore and study various dimensions of the interaction between one of the most important institutional quality aspects, namely property rights, and one important aspect of integration into the world economy: foreign direct investment (FDI), and links them to economic growth. In particular, this thesis explores whether the interaction between institutions and FDI has any implication for economic growth and whether there is any complementarily between the role of institutions and the role of FDI in fostering economic growth.
To achieve this aim, the thesis was designed to include four empirical chapters in addition to two chapters: one for the introduction and the other for the conclusion. The first two empirical chapters studied the interrelationship between FDI and institutions. And the other two empirical chapters studied the implication of the interrelationship and the complementarities between FDI and institutions for economic growth. Chapter one motivated the thesis and set its aim and structure. The second chapter studies the role of institutions in determining FDI inflows and shows that institutional quality is one of the most important determinants of FDI. Based on this result, chapter three introduced a hypothesis that foreign investors will create a demand for better institutions in host countries, and that governments competing to attract more FDI will be induced to provide such institutions, leading to improvements in institutional quality in host countries. The empirical evidence reported in this chapter supports this hypothesis and shows that FDI inflows have a positive impact on property rights in host countries. Chapter four explores whether institutions play a role in determining the contribution of FDI to economic growth.
The results presented in this chapter show that a host country needs to achieve a minimum level of institutional quality in order to be able to benefit from the positive externalities offered by FDI. Based on the results of chapter three, chapter five investigates whether the positive impact of FDI in institutional quality on host countries can be considered as a new growth-enhancing role for FDI. The results reported in chapter five show that the impact of FDI on economic growth that works via institutions, is a significant one, and is generally greater and more robust than the direct impact. Over all, the major contribution of this thesis is that it shows that a better understanding of the contribution of FDI to economic growth requires taking into account the interrelationship and the complementarily between FDI and institutions.

Lema and Dimoso (2011), on the study of foreign direct investment and economic growth in Tanzania, they employed granger causality test procedure, an innovative and more efficient econometric methodology to test the direction of causality between the FDI ratio and GDP growth proxy for economic growth. Researcher found out that there is a two-way causality between FDI inflows and Economic Growth. The fact that there is both growth driven FDI and FDI-driven growth clearly shows that in Tanzania Foreign Direct Investment in flows have led to economic growth and similarly GDP growth in Tanzania has been attracting FDI inflows.

Also, researcher states, the traditional belief that the direction of causality runs from FDI to economic growth is confirmed in Tanzania. These findings lend support to the validity of policy guidelines which emphasize the importance of FDI for economic growth and stability in developing countries under the assumption of FDI led growth. On the other hand, researcher emphasizes on the importance of economic growth to attract FDI inflows. Understanding the bi-directional of causality between the two variables it is crucial to formulate policies that would encourage more private investors in Tanzania on one hand, and providing enabling economic environment by providing the required economic growth since they depend on each other.

Masanja (2018), the extent to which Foreign Direct Investment (FDI) contribute to the growth of host economies: evidence from Tanzania. In this study researcher main objective was to assess the extent to which Foreign Direct Investment contribute to the growth of Host economies. The overall objective of this study was to analyze the extent to which FDI inflows have contributed to Tanzania’s economic growth for the period between 1990and 2013. 
Researcher in this study used the error correction model (ECM) and ordinary least square (OLS) estimation techniques powered by STATA, the findings revealed that FDI has had an overall weak positive contribution towards the country’s economic growth for the period, contrary to what is available in standard literature about FDI-led growth. Other variables included in the model appear to behave variously towards economic growth. While human skills capital stock, domestic capital formation, financial system and capital market efficiency (all lagged on period/year) have positive contribution towards economic growth, the inflation rate and government expenditure are found to have negative impact. 
The human skills capital stock variable (lagged one period/year) has proved to have strong influence on economic growth. Therefore, the country can take advantage of this variable in collaboration with others to promote growth and development inflows trend reveals that mining and manufacturing sectors hold first place in FDI inflows, yet the sectors register the lowest contribution to overall GDP.

Meanwhile, there has been less than proportionate FDI recorded in agricultural and tourism sectors, despite their importance and potential for foreign exchange earnings, economic growth and development. In short, FDI as an engine for economic growth of the host countries should not be taken as a guarantee; instead, host countries should put in place appropriate policies and institutions that will guide and/or direct FDIs in areas where the countries can draw maximum sustainable benefits.

The findings imply that a country has to consider human capital stock as central to all its economic growth and development strategies. Also, there must be deliberate effort to improve policies and other necessary measures to attract, target and channel FDI to sectors bearing higher potential for growth and trickle-down effects, preferably agriculture and tourism.

The research conducted by Chauvin (2017), on Foreign Direct Investment, Finance, and Economic Development, sought to understand how foreign direct investment affects host economies. This paper reviews the empirical literature, specifically addressing the question: How does FDI affect economic development of host countries and what is the role of local financial markets in mediating the potential benefits? This review takes a host-country perspective rather than a firm perspective and thus only highlights the key insights from the rich firm-level literature on MNCs. It focuses on finding out how financial conditions in host countries affect the extent of FDI-related capital inflows, shape the operations of foreign firms, and mediate the extent of productivity spillovers from FDI to local firms. 
The survey focuses mainly on work related to developing countries. In this survey the author decomposed anticipated development benefits into three broad sources –capital inflows; macroeconomic benefits (GDP growth, aggregate productivity, exports) and microeconomic benefits (positive externalities from spillovers, linkages, self-upgrading, and reallocation). FDI’s relative contribution to these sources of development benefits appears to vary with levels of financial development. Foreign firms will be more likely to bring external capital in financially underdeveloped economies than in developed economies, where they can raise funds locally. 
Both types of economies are likely to benefit from increases in wages and exports due to the foreign presence, albeit though potentially different channels. While in underdeveloped economies, exports may rise because foreign firms are less finance constrained and can better afford the fixed cost of exporting, in developed economies exports may result from foreign firms shunning greater competition in local markets. Greater microeconomic benefits from FDI spillovers, positive linkages, and competitive pressures are more likely to accrue in economies with well-developed financial markets where local firms can respond to these opportunities and competitive threats via investments that increase their productivity.
The author states that, the complementarities between FDI and financial market conditions implies that policies should aim at improving domestic conditions and relieving constraints, as on credit access, especially for firms in sectors most likely to be affected by the presence of foreign companies, The large size of gains from competition and reallocation of resources also points to the importance of policies that eliminate barriers to the movement of labor and capital between firms. Despite recent advances, our understanding of how financial constraints affect multinational firm activity and economic development benefits derived from FDI is still limited. 
The author pointed out that; existing research suggests that MNCs employ internalization to overcome imperfections in arm’s length markets, for example in markets for inputs. The author acknowledged that, while research has focused on positive development outcomes from FDI, they have less understanding of potentially negative effects, for example how financial constraints affect competition between local firms and foreign entrants or whether foreign firms use their financial advantage to squeeze out competition and derive monopoly power in host markets. More detailed studies of the heterogeneous effects on local firms from the foreign presence would increase our understanding of the mixed effects of FDI found at the aggregate level. Finally, while the studies suggest that institutional features of capital, labor, and other factor markets affect productivity gains from FDI, we still have little evidence on the causal effect of policies that affect the institutional environment of FDI. 

Moura and Forte (2009), the effects of foreign direct investment on the host country economic growth - theory and empirical evidence. The aim of the author in this study was to point out the effect of Foreign Direct Investment on the host country economic growth in theory and empirical evidence. The author states that, foreign direct investment (FDI) influences the host country economic growth through the transfer of new technologies and know-how, formation of the human resources, integration in global markets, increase of the competition, and firms’ development and reorganization. Author explains that, a variety of studies considers that FDI generate economic growth in the host country. However, there is evidence that FDI is also a source of negative effects for the host country. Author in this study pointed out that, existing literature also emphasizes the ambiguity of the results, and mentions that this ambiguity can be explained by the existence of a gap in the research concerning the ways through which FDI influences the host country economic growth. 
Given the lack of consensus regarding the effects of FDI in the host country economic growth, it may be useful to make a survey of the existing studies on this relationship. This study focuses on the study of the positive and negative impacts of FDI on the host country economic growth, stressing the explanations to these impacts. Through reviewing the existing theoretical and empirical literature on the subject, and taking advantage the vastness of knowledge and the dispersion of analysis, we intend to shed light on the main explanations for the divergence of results in different studies. However, we realize that it was not valid, since tests with the same periods show different results. 
Additionally, the argument that FDI effects are only noticed in the long run was also found not to be accepted by all studies. Furthermore, some studies stress that most analysis focuses only on whether FDI causes economic growth and do not examine whether the host country economic growth increases FDI. In these cases, results are also ambiguous. There are studies that analyzed the duality of relations obtaining contradictory results. We cannot consider that the effects of FDI on economic growth are dependent on the host country level of development or its location. Studies in developed countries obtained different results, as well as studies carried out in developing and underdeveloped countries with many locations. The same happens with samples including a heterogeneous group of countries.

Almost all of the works suggest that the effects of FDI depend on the most varied conditions existing in each country, when FDI occurred or provided subsequently, whether they can be economic, political, social, cultural or other. The reasons most frequently mentioned derived from the way the country can benefit from the presence of multinationals and the advantages they carry and that can be used to improve the host country economy performance. Among these, the most mentioned is that how the host country can gain by using more advanced technologies and knowledge. Although the vast majority of empirical studies point out to the positive effects that FDI causes on economic growth, there are, however, those who cannot prove these effects. This may be justified by differences in the variables used, as we have noted. However, in the above examples the variables that were added to the models are always related to host countries characteristics. Thus, we can conclude that even in the empirical studies, results are influenced by domestic characteristics of the host country.

Answering to the question that led us to carry out this analysis, we conclude that there isn’t a single reply: FDI creates positive or negative effects in the host country depending on the conditions of the country and also of the investment. The aim of this study was to use the response obtained in order to take advantage of FDI inflows to the economy. As we can see, effects are dependent on the host country conditions. In this way, local authorities have a leading role in order to achieve the desired effects. These authorities can make decisions so that the country has the necessary conditions to leverage the positive effects and mitigate the negative. Another possibility is to select the foreign investment projects that best meet the country needs.

Mwakasala (2014), the role of Multinational Corporations and Corporate Governance in facilitating Industrial Development in Tanzania: A Case Study of Coca Cola Kwanza Limited. The study was conducted to examine the role played by Multinational Corporations and corporate governance in facilitating industrial development in Tanzania. The study was encouraged as a result of recognizing the role played by industrialization in any given economy. Literature reviewed revealed that, indeed, no country, whatever its amount of natural resources can ever develop without prioritizing industrialization. The study was guided by mainly four specific objectives that sought to explore the legal and regulatory framework in place, the role of corporate governance, hindering obstacles and the measures aimed at enhancing industrial development in Tanzania.
The study employed both primary and secondary data, but largely a rigorous documentary review played a vital role, as a lot of information was gleaned from a number of documents reviewed that trace Tanzania’s search for industrialization from the post-independence era to present. The results showed that indeed, some of the MNCs, such as Coca Cola Kwanza, have played an important role in contributing to elements of industrialization in terms of spillovers and linkages, training skilled manpower, technology transfer, deepening corporate governance, and so on. However, for Tanzania to fully benefit from the MNCs, it needs to work on a number of challenges identified which hinder industrialization efforts. They include poor infrastructure, lack of skilled manpower, poor technological absorption, policy inconsistencies and, a lot of bureaucracies in governmental departments.

Uswege (2014) assess the impact of Foreign Direct Investment on economic growth in Tanzania 1975-2013. Researcher main objective was to examine the impact of Foreign Direct Investment on economic growth in Tanzania 1975-2013. This study examined the dynamic relationships among GDP growth rate, FDI, trade openness, inflation rate and government spending in Tanzania over the period 1975-2013. Researcher was troubled with the fact that, there is influx of FDI in Tanzania but its contribution to GDP growth and human development is limited, the FDI attraction like tax holiday bring a hot debate. The study utilized both the Augmented Dickey-Fuller (ADF) and the Philip Perron (PP) tests to examine the properties of the variables. It was observed that the variables were stationary, although not in their level form but in their first difference. It was also observed that all the variables except GROWTH, are not co integrated. The study also found that GROWTH is co integrated with the rest of the variables (i.e., there exists a long run relationship between growth and the rest of the variables). The ARDL results show that the coefficient of GDP growth lagged once, the rest of the variables, however, appear to be not statistically significant. 
Furthermore, the results show that GROWTH and trade openness considered individually Granger causes FDI and the rest of the variables do not. However, when considered jointly, the variables jointly appear to Granger cause FDI. In addition, GROWTH appears to Granger cause trade openness. Also, no variable appears to Granger cause the government spending. We therefore, accept the null hypothesis and conclude that, there is no causality of whatever. As a policy options, the Tanzania’s government should encourage macroeconomic policies that favors and promote the FDIs, and also should be more open to the international markets in light of promoting economic growth and development while at the same time, trying to curb inflation.

Markusen (1997) discussed the interaction between the liberalization of international trade and direct investment. Ren (2012) assessed determinants and impact of foreign direct investment in China: A National and Regional Analysis, Borenszteinet al. (1998) pointed out the effect of FDI on economic growth in a cross country regression framework, Prebisch (1968) state the positive effect of FDI is reduced to minimum by the fact that huge part of the benefits, for example financial profits, are transferred back to the multinational corporations’ (MNEs) home countries. Bacha (1974) and Saltz (1992) also found a negative relationship between FDI and receiving countries’ growth. Binh (2009) Examined Investment Behavior by Foreign Firms in Transition Economies the Case of Vietnam. But the literature that has been reviewed has not focused on Impact of Foreign Direct Investment on industrial development on Tanzania context specific.
2.5 Research Gap

Many studies with different authors such as Ahmed (2010), Lema and Dimoso (2011), Masanja (2018), Chauvin (2017), Moura and Forte (2009), Mwakasala (2014), Uswege (2014) Markusen (1997) Ren (2012) Borensztein et al. (1998) Prebisch (1968) Bacha (1974) and Saltz (1992) Binh (2009) have conducted studies on different area of interest concerning Foreign Direct Investment (FDI) and Multinational and Transnational enterprise in Tanzania and other part of the world. 
Majority of Scholars have conducted studies on relationship between Foreign Direct Investment and Economic growth, Linkage between Foreign Direct Investment (FDI) and balance of payment, Role of Multinational enterprise on industrialization, Impact of Foreign Direct Investment (FDI) on economic growth, contribution of Foreign Direct Investment (FDI) in technological development, essay on investment, finance and economy, interaction between the liberalization of international trade and direct investment, determinants and impact of foreign direct investment, negative relationship between FDI and receiving countries’ and Investment Behavior by Foreign Firms in Transition Economies. But the literature that has been reviewed has not focused on Impact of Inward Foreign Direct Investment on industrial development on Tanzania context specific. 
Fewer studies about the impact of Inward Foreign Direct Investment on Tanzanian Local Industries have been conducted. Differing from these scholars, the researcher in this study focused on the Impact of Inward Foreign Direct Investment to the Tanzanian Local Industries and this seemed to be a knowledge gap of those researches conducted in Tanzanian context specific. This study therefore, covered the gap left by scholars in the context of Tanzania.
2.6 Conceptual Framework

In this study, there were two variables which are independent variable and dependent variable. Foreign Direct Investment is independent variable where the researcher is assessing Impact of Foreign Direct Investment by pointing out the motives, relationship, roles, contribution and advantages of Foreign Direct Investment in Tanzania especially in industrial sector. Dependent variable is Tanzanian Local Industries whereby in this variable the researcher is assessing firm/industry capability in productivity, firm size, firm competitiveness nature, technological spillover, firm market strategy and firm growth.
Independent Variable
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This part describes how the proposed research was conducted. The part appears in the following sub-titles; research approach, research design, the study area, target population, Sampling and Sampling procedures, Data collection methods, Questionnaires, Interviews, Documentary review, instrumentation for the study, validity and reliability of the instruments, ethical consideration and data analysis.
3.2 
Research Approach

Research approach refers to the methodology that has been adopted to conduct the research (Creswell, 2008). It involves the selection of research question, the conceptual framework that was adopted and the selection of appropriate research method (Kothari, 2004). This study employed the mixed method approach in data collection, analysis and interpretation hence the accomplishment of the research process. 
Mixed methods research is the research approach with philosophical assumption as well as method of inquiry, as a methodology, it involves philosophical assumptions that guide the collection of data and analysis of data and the mixture of quantitative data and qualitative data (Creswell, 2003). Therefore, the mixed method approach combines both qualitative and quantitative approaches in collecting data, analyzing, interpreting and reporting data done simultaneously in a single study to come up with a mixed research. Punch (2009) mixed method approach is “empirical research that involves the collection and analysis of both qualitative and Quantitative data”
3.3 Research Design

According to Kothari, (2004) “a research design is a conceptual structure within which the research is conducted. It constitutes the blue print for the collection, measurements and analysis of data”. The researcher used a two-phase or mixed method design. According to (Creswell, et al, 2003), a two- phase mixed methods design to explain or build upon initial quantitative results. This study employed cross section survey. This design was considered to be appropriate to meet the demands of research questions guiding this study since the design allows studying all variables throughout the research objectives by employing various techniques of data collection regarding the study. In this study, survey design was used to examine impact of Foreign Direct Investment on Tanzanian Local Industry. Descriptive survey research produces statistical information about aspects of Foreign Direct Investment that interest policy makers and administrator. 
3.4 Setting of the Study and Justification

The study settings selected is Dar es Salaam region. The researcher selected Dar es Salaam region because it meets a lot off criteria and desired data for the study. Dar es Salaam region is second City in East Africa that receives many foreign direct investors. Dar es Salaam region have a lot foreign and domestic owned industries. Dar es Salaam is their head quarter of any number of Multinational enterprise and local firms but also, Dar es Salaam region is home of many number of local billionaire who own local industries like Mohamed Dewji of Mohamed Enterprises Tanzania Limited, Said Salim Bakhresa of Said Salim Bakhresa Food product Company Limited, Owner of IPP Media and other many Billionaires reside in Dar es Salaam whom their opinion will be needed. Presence of Ministry for Trade and Industries office which are responsible for Trade, Industries and Investment matter, Furthermore, the idea of taking Dar Es Salaam region having different extremes was based on the recommendations by Saunders et al. (2000), who proposes locations which have a lot criteria to produce intended results. 
3.5 Study Population

Leedy and Ormrod (2001) define population as a group of individuals that has at least one common characteristics of interest to the researcher. Therefore, the relevant characteristics of a population are the parameter as a boundary around the population that defines who is in and who is out (Frey, et al., 1991:130). Best and Kahn (1998:350) maintained that population was the group of individuals with one or more common characteristics, particularly those related to the subject under the study.
The population of the study comprised the workers, experts, administrator, owner at foreign firm or local firm. Dar Es Salaam population were selected due to the presence of active and strong competitive business environment and entrepreneurs, different offices like min head quarter office of Ministry of Trade and Industries, Tanzania Investment Center, Ministry for foreign affairs who are responsible to receive these foreign direct Investors and other government offices that might be of high assistance for conducting this study.
3.6
Sampling Design

Sample design is a definite plan for obtaining a sample from a given population. It involves the technique or the procedure the researcher would adopt in selecting items for the sample. Kothari (2006) defines a sample as a collection of some parts of the population on the basis of which judgment is made. The sample design for this study included the following.

3.6.1
Sampling Unit

Sampling unit is either a single member (element) or a collection of members (elements) subject to analysis (and selection) in the sample (Rwegoshora, 2006). The sampling unit in this study was workers, experts, administrator, owners of foreign firm or local firm and small and middle-income entrepreneurs, Government officers from ministry of Trade and Industry officers, Tanzania Investment Center officers, Ministry for Foreign Affairs officers responsible with Multilateral and Multinational Cooperation. In this study, the entrepreneurs were treated as the main respondents whereas the officers from different government office were taken as the key informatics.
3.6.2 
Sampling Procedure

Sampling is concerned with the selection of a subject of individuals within a population to estimate characteristic of the whole population (Creswell, 2008). Charles, (1995) defines a sample as a small group of respondents drawn from a population in which the researcher is interested in gaining information and drawing conclusion. Under this study, both probabilities sampling and non-probability sampling was adopted. Probability sampling assisted to obtain the number of respondents who were small, middle and Big income Entrepreneurs residing at Dar es Salaam region through systematic sampling and non-probability sampling purposive sampling helped the researcher to obtain key informants respondents, like Government officers from ministry of Trade and Industry officers, Tanzania Investment Center officers, Ministry for Foreign Affairs officers responsible with Multilateral and Multinational Cooperation Systematic sampling was employed to Entrepreneurs (main respondents because the need was to obtain a better representation of the entrepreneurs for statistical generalization. 
Furthermore, for this method of sampling, the step employed was 2. That is, the researcher picked the first entrepreneurs at random, thereafter; two other entrepreneurs seen were jumped before selecting another one to be included in the sample. This type of sampling is common in Tanzania for studies where sampling frames are in rough order or are incomplete (example, Rutashobya, 1992; Temu, 1997;). On the other hand, purposive sampling was employed to select key informants because according to Kothari (2004) key informants are normally information rich and should never be selected by rule of numbers. 

3.6.3 
Sample Size

According to Kvale (1996) a sample size is the absolute size of the sample which is important, not its size relative to the population.  The sample size in this study was based on the following criteria:  The required level of precision in the results, the level of detail in the proposed analysis and the available budget. Ilala constituency consisted of 12,332 voters. Sample size was determined by using the formula developed by Yamane (1967) whereby the level of precision of 10% was used. Based on these data the actual sample size was obtained as follows: 

The sample sizen=N/1+N (e) 2. Whereby n= sample size; N= is the population size; and e= standard error with confidence level of 10% hence, n= 12,332/ 1 + 12,332(10/100)2 therefore, after the calculation, a total of 99.9918917 sample was used. 99.9918917 estimated to 100 total sample size. 
3.6.4 
Parameters of Interest

Parameters of interest occur in determining the sample design, which it depends from what you're looking at. In this study, the parameters of interest were the assessment of FDI impact in Tanzanian Local Industries, linkage between foreign firm and local firm, characteristics, activities and competitive nature of foreign firm. 

3.7 
Data Collection Methods and Tools

Kothari (2004) state that while deciding about the method of data collection to be used for the study, the researcher should keep in mind two types of data, which are primary and secondary. This study was based on both secondary and primary data and their data collection methods as presented below
3.7.1 
Primary Data

Primary data refers to data that has been collected from first-hand-experience, which has not been published yet and is more reliable, authentic and objective. Primary data has not been changed or altered by human beings; therefore, its validity is greater than secondary data (Kelly, 2005). The following are methods used to gather primary data in this study. Primary data was collected using survey.

3.7.1.1
Survey


A survey is a research method involving the usage of standardized questionnaires or interviews to collect data about people and their preferences, thoughts, and behaviors in a systematic manner (Bhattacherjee, 2012). A survey research is a specific type of study that involves the collection of data from the sample of elements through the usage of a questionnaire (Kothari, 2006).  Thus, a questionnaire was employed to collect data in this study. This is a survey instruments or tool that involves a group or sequence of questions to elicit information upon a subject or sequence of subjects from informants (Casley and Kumar, 1988). 
A structured questionnaire was used to collect data on impact of FDI in Tanzanian Local Industries. Both open-ended and closed ended questions were used in order to extract more information. Open-ended questions helped to get the respondent’s views regarding the problem under research; while in the closed-ended interview, respondents were provided with alternative answers. This technique of data collection was proper for gathering data from entrepreneurs because, there was a need to obtain modest amount of data. Furthermore, the sample size comprised 100 respondents which were large to the extent that, other methods like interview was require a considerable amount of time. 

Furthermore, the questionnaire was employed used Likert scale,according to Kothari (2004), Likert scales, are developed by utilizing the item analysis approach wherein a particular item is evaluated on the basis of how well it discriminates between those persons, whose total score is high and those whose score is low. In a Likert scale, the respondent was asked to respond to each of the statements in terms of several degrees, usually five degrees (but at times 3 or 7 may also be used) of agreement or disagreement. 

3.7.1.2 Key Informants Interview

A key informant is an individual who is accessible, willing to talk and has a great depth of knowledge about the issue in question (Bernard, 1995). This study used 7 key informants which were including officers from Tanzania Investment Center, Ministry for Foreign Affairs officials, Ministry of Trade and Industries. These key informants’ interview was selected because they possess important information about Foreign Direct Investment. 
Data and information from key informants were gathered using direct interview. To meet the task interview guide was developed and employed. Interview guide is a tool for interview methods, list of questions was prepared ready to conduct interview with selected key informants. Furthermore, the method was employed in order to avoid good wording syndrome, by creating a chance to ask additional questions. Samples of both instruments that were used to collect data from respondents (questionnaire and interview guide) are shown as appendices at the end of this report.
3.7.2 Secondary Data

Secondary data are data collected from the source that have already been published in any form (Kelly, 2005). The review of literature in any research is based on secondary data mostly from books and periodicals journals. Secondary data in this study were obtained from different sources such as documentary reviews and different records from Ministry of Trade and Industries, Ministry for Foreign Affairs and East Africa.
3.8 Data Analysis

Data analysis is a process which implies editing, coding, classifying and tabulating collected data (Kothari, 2004). Also, Murimba and Moyo(1995) argued that, data analysis is a systematic process involving working with data, organizing them and dividing them into small manageable parts. The researcher would like to point out that, the research intended to find out information about impact of FDI in Tanzanian Local Industries. The study collected information from 100 respondents through structured questionnaire and 7 respondents through key informant’s interview. 
Findings of the study were systematic and logical connection from first objective to the last objectives and hence the researcher pointed out that, to large extent the study achieved its desired goals of finding out impact of FDI on Tanzanian Local Industries.Data collected in the field were analyzed and presented in a way that, it enabled to answer research questions and to meet study objectives. Data were collected and presented in both qualitative and quantitative manner in order to show the relationship between variable investigated under the study and statistical packages for social science (SPSS 23.0) were employed. 
Descriptive statistics were used to analyze information by frequencies and percentages. The researcher also applied Microsoft excel packages in construction of charts in data presentation. Moreover, the qualitative data that obtained through open ended questionnaires and interviews from key informants were analyzed through a content analysis, summarizing the key findings regarding variables.On the other hand, secondary data were summarized to make them useful for analysis. Qualitative data were analyzed by using content analysis and quantitative data were employed descriptive statistics such as frequency and percentage to obtain the variability and central tendencies of variables. 
3.9 Reliability and Validity of Data

Validity means that correct procedures have been applied to find answers to a question (Dawson, 2002). Reliability refers to the quality of a measurement procedure employed before the actual data collection to test the validity of data collection instruments. This meant that data collection instruments have to be tested out to see if it is obtaining the required information. Research instruments were administered by self for accuracy. However, triangulation was ensuring the validity of data to be collected. The translated questionnaire was translated into Kiswahili to assure understanding of respondents by officials. However, the study was considered the issue of being not bias to respondents. Therefore, the items indicated poor reliability was modified to increase the internal consistency of the instruments.
3.10 Ethical Considerations
The ethical issues were adhered in this study, in the first place, permission to carry out the research was sought from the relevant authorities such as the Open University of Tanzania research and consultancy department; then visit Dar es Salaam region. The researcher seeks permission from Dar es salaam regional secretary. Secondly, respondents were asked to give their informed consent to respond to the research instrument and to access their examination results.  Thirdly, respondents were assured confidentiality of the information provided by being told that such information was only used for the purpose of this study and no names should be mentioned.

CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND DISCUSSION

4.1 Introduction

The general objective of the study was to examine the impact of foreign direct investment to the growth of Tanzanian local industries. The specific objectives are to assess the motives for foreign direct investment in Tanzania, to determine the technological, productivity and market development level of local industry and last objective was to examine the contribution of foreign direct investment in the growth of local industry. This chapter scrutinized and presents findings that obtained from study area as well as from other sources. The chapter presents three specific objectives of the study. 
4.2 Firm Profiles

The study was interested to understand organization profile of the study which includes; A year respective firm founded in Tanzania, respective year largest shareholder of the firm invested in Tanzania, firm or biggest shareholder of the firm country of origin, Status of the firm and company main business activity.
4.2.1 Respective year firm originally founded in Tanzania

The aim was to understand a year respective firm originally founded in Tanzania. Table 4.1 show that, 11% of the companies were founded in 1970s, 14% founded in 1980s, 18% founded in 1990s, 25% founded in 2000sand 32% founded in 2010s. Therefore, study findings revealed that, many companies in Tanzania founded between 2000s and 2010s. In this case it can further be explained that, due to the change in investment policy and economic environment between 2000s and 2010s many companies invested in Tanzania.
Table 4.1: Year Firm founded in Tanzania

	 Year
	Frequency
	Percent

	1970s
	11
	11.0

	1980s
	14
	14.0

	1990s
	18
	18.0

	2000s
	25
	25.0

	2010s
	32
	32.0

	Total
	100
	100.0


Source: Field Data (2021)
4.2.2 Year Parent Company/Largest Shareholder invested in the Company
The aim was to understand a year the parent company or largest company invested in the company. Table 4.2 shows that, 6% of the parent/shareholder company invested in the company in 1970s, 10% invested in the company in 1980s, 17% invested in 1990s, 28% invested in 2000s and 39% invested in 2010s. Therefore, Study findings revealed that, many parent/shareholder companies invested in the Tanzania in 2010s. In this case it can further be explained that, due to a relatively stable political environment, reasonable macroeconomic policies, structural reforms, resiliency from external shocks, and debt relief many companies invested in Tanzania.

Table 4.2: Year Parent/Foreign Shareholder Company Invested in Tanzania

	Year
	Frequency
	Percent

	1970s
	6
	6.0

	1980s
	10
	10.0

	1990s
	17
	17.0

	2000s
	28
	28.00

	2010s
	39
	39

	Total
	100
	100.0



Source: Field Data (2021)
4.2.3 Country of Origin of the Parent Company or Largest Foreign Shareholder
The aim was to understand country of origin of the parent/foreign shareholder company. Findings revealed that majority of company are foreign shareholder company amounted to 64% of all companies whereby German 3%, United states of America 06%, South Africa 5% Republic of Kenya 8%, United Kingdom 14%, China 26% while Tanzania originated Firm only occupied 38% of the companies owned by Tanzanian. Thus, the findings indicate that, despite outstanding increase of companies invested in Tanzania but bitter truth is that, majority of companies are owned by foreign multinational enterprise.
Table 4.3: Origin of Parent/Shareholder Firm
	 Name of the country
	Frequency
	Percent

	Tanzania
	38
	38.0

	U.S.A
	06
	06.0

	U.K
	14
	14.0

	German
	03
	03.0

	R.S.A
	05
	05.0

	China
	26
	26.0

	Kenya
	08
	08.0

	Total
	100
	100.0


Source: Field Data (2021)
4.2.4 Nature of Firm Ownership
The aim was to understand nature of ownership of respective firm. Table 4.4 below shows that, 12% of firm are Tanzania firm acquired by foreign companies, 22% of firm are Tanzanian firm owned by foreign individual, 52% of firm are Tanzanian branch or subsidiary of foreign company, 16% of firm are Joint venture with both Tanzania Foreign participation and 2% of firm are of other nature. Therefore, the findings signify that Tanzania is treated as branches of a foreign company as 52% of firm’s are Tanzanian branch or subsidiary of foreign company.
Table 4.4: Firm Ownership
	Variable

	Frequency
	Percent

	A Tanzanian branch or subsidiary of a foreign company
	52
	52.0

	A Tanzanian firm acquired by a foreign company
	12
	12.0

	A joint venture with both Tanzania and foreign participation
	16
	16.0

	A Tanzanian firm owned by foreign individual(s)
	22
	22.0

	Other
	02
	2.0

	Total
	100
	       100.0


Source: Field Data (2021)
4.2.5 Company Main Business Activity
The main aim was to understand company main business activity. The table 4.5 below shows that, 36% were corporate financial services, 13% were oil and gas services, 22% were legal services, 18% were consulting services and 11% of the company main business activity were financial information services. Therefore, the findings revealed that, majority of companies’ business activities that were operating in Tanzania were corporate financial services.  
Table 4.5: Company Main Business Activities
	S/N
	Nature of Ownership
	Frequency
	Percent

	1.
	Corporate financial services
	36%
	36.0

	2
	Oil and gas services
	13%
	12.0

	3
	Legal Services
	22%
	22.0

	4.
	Consulting services
	18%
	18.0

	5
	Financial information services
	11%
	12.0

	
	Total
	100
	100.0


Source: Field Data (2021)
4.3 The Motives for Foreign Direct Investment in Tanzania

This section assesses the motives for the FDIs in Tanzania. The respondents were asked to give their views on the motive/influence of the Government term and regulation, Technology and infrastructure and copious natural resources for the foreign direct investment inflow in Tanzania. The provided regression in Table 4.7 shows overall coefficients generated from the leaner regression analysis. According to the data analyzed it can be found that government terms and regulation such as tariff incentives, taxes, quotas, and interest rate level are considered to be supportive to foreign direct investment in Tanzania. The hypothesis being tested for this variable is as follows:

H0 = There is no significant relationship between government terms and regulations and foreign direct investment in Tanzania.

Based on the hypothesis test since the confidence interval is 10% (p = 0.10), the result shows the p-value (0.015) is less than 10% (p = 0.10), proving that null hypothesis is rejected indicating there is significant relationship between government terms, regulations and foreign direct investment in Tanzania. See Table 4.7 below. This result is further evidence of the fact that government terms and regulation is among the important characteristics that lead to a positive impact of foreign investment inflows on growth rates. These findings concur with the study conducted by Borensztein et al., 1998) suggest that the effectiveness of FDI depends on government terms and regulations.
Furthermore, the analyzed data on the issue of technology and infrastructure on its motives for foreign direct investment, indicate that it does highly motivate. The hypothesis being tested for this variable is as follows:

H0 = There is no significant relationship between technology and infrastructure and foreign direct investment in Tanzania.

Based on the hypothesis tested, the findings show p-value (0.039) is less than 10 %(p=0.10), proving that null hypothesis is rejected indicating that there is significant relationship between the technology and infrastructure and the foreign direct investment in Tanzania. The above findings, validates that Technology and infrastructures are the paramount driving force for Foreign Direct Investment in Tanzania. Infrastructure plays an essential role for the growth of any economy. The countries which have good physical infrastructure are considered as the best attractive hosts for the FDI. 
The law of diminishing returns is applicable in infrastructure especially in a particular type of infrastructure for example the first road or the bridge or any other physical infrastructure is more essential than the second one and the second one is more important than the third one and it continues further in the same way. Thus, presence of infrastructure such as electricity generation roads, railways, air transport, ports, harbours and human capital resources directly persuade the productivity and thereby attract higher levels of FDI. 

Guisinger (1995) postulated that a well-developed communication and transportation infrastructure have a positive influence on FDI. This findings relate with the study conducted by  (Archana & Basu, 2014; De & Ghosh, 2005) which revealed that ,availability of economic infrastructure in addition to other infrastructural variables is instrumental for bringing in private investment whereas shortage of it is likely to restrict investment inflows  also Anyanwu., et al. (2012) postulate that Infrastructure improve the business investment environment for FDI by subsidizing the cost associated with total investment by foreign investors and thus raising the rate of return from the investment.
Moreover, the study tested if copious natural resources are the motive for foreign direct investment in Tanzania. The hypothesis being tested for this variable is as follows:

H0 = There is no relationship between copious of natural resource and foreign direct 
investment in Tanzania.

Based on the hypothesis tested the data shows that, p-value (0.011) is less than critical value 10% (p = 0.10), proving that the null hypothesis is rejected indicating that there is a significant relationship between the copious of natural resource and the FDI in Tanzania. 
Table 4.6: Motives for FDI
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Source:  Field data 2021

This implies that Tanzania has a gift of abundantly natural resources which attract more FDI. This finding concurs with the study carried out by Lars Buur, Ole Therkildsen, Michael Hansen, & Mette Kjær (2013) that endowment factor of African countries the vast land with abundant natural resource has been a major pulling factors to FDI inflow in Africa. Therefore, the copious of natural resource influencing the FDI in Tanzania since the country has vast size of land with natural resources such as, Minerals, Oil, Gas and Energy.
4.4 The Local Industry level on Technology, Production and Market Development

In this section the researcher determines the level technology, production and market development of the local industry. The major objective is to assess the impact of foreign direct investment on growth of local Tanzanian industries. The table 4.7 indicate that between 100 firm accessed 61(61%) mention that advanced technologies were highly since 2010s in Tanzania due to the FDIs in various sectors and 22(22%) of the respondents opinion indicate that the level of technology was low in local firms, they argue that most of local firm advanced its technologies accordingly to the local demand and not the world market demand. 
The findings revealed that the local industries in Tanzanian have acquired technological capabilities largely at a basic level such as Introduction of minor changes to process technology to adapt it to local conditions, Maintenance of the machinery and equipment, Introduction of planning and control of production and Improvement of efficiency in existing work tasks. The findings align with the study conducted by Bitrina Diyamett., et al (2014) that indicates the relative importance of FDIs as sources of knowledge for acquired technological capabilities. Therefore, FDIs has been a most reliable source for innovative activities in Tanzania.
Table 4.7: Level of Technology
	Variables
	Very high
	High
	Medium
	Low 
	Very low

	Multinational Firm
	25
	61
	16
	0
	0

	Local Industry
	2
	1
	22
	71
	4


Source: Field Data (2021)
Furthermore, based on the study findings the level of production in the local industry in 2010s were not good compare to the Multinational firm/enterprises in Tanzania in terms on the level of innovation on the quality of the product, introduction of new design and advancement of new production. The figure 4.9 shows 77% of the respondents’ opinion indicate that the production of the good and service produced by the Multinational firm is very high in terms of quality and design and 65% labeled that the local industry production is medium, Illustrated in Table 4.9. 
The findings imply that the production capabilities have been developed due to FDIs and this was possible owed by the deepen knowledge and understanding about the new technologies to the extent that local industries have been able to change and modify their product. This finding was similar to the study conducted by Arnold and Thuriaux (1997) that Building production capabilities with advanced technology is relatively easy – it involves things like laying out the machines on the factory floor in a better order, changing the design of the product packaging or copying ideas from a producer in a distant market in order to create a local advantage.

Table 4.8: Level of Production
	Variables
	Very high
	High
	Medium
	Low 
	Very low

	Multinational Firm
	77
	11
	6
	1
	3

	Local industry
	9
	14
	65
	10
	2


Source: Findings Data, 2020
The Table 4.9, Indicates the findings of the study on the level of market development in the local industry in 2010s was not highly developed due to the most of the local industry do not invest on market research (segmentation analysis to the existing product or service to attract new customer) and pricing of the product accordingly. Based on the data analyzed, out of 100 firm 67% argued that local industry is very low invest in the market development (research on customer need before production of goods or service, pricing the product and service accordingly to the purchasing ability of the consumer. Table 4.9 illustrates.
Table 4.9: Marketing Development
	Variables
	Very high
	High
	Medium
	Low 
	Very low

	Multinational Firm
	72
	21
	2
	4
	1

	Local industry
	4
	6
	15
	8
	67


Source: Field Data (2021)
4.5 FDI in the Growth of Local Firms

The FDIs have various contributions to the growth of the local firm into a country. These include industrial size, market strategy and productivity. FDI choose to locate in a certain country because of efficiency enhancing production environment. The finding indicates that, 81(81%) of the company mention industrial size, 77(77%) of the respondents say market strategies and 72(72%) says that FDIs influence the production growth of the Tanzania local industry. Table 4.10
Table 4.10: Influence of FDI on Local Industry Growth

	Variable
	Response
	Frequency
	Percentage

	Industrial size
	Yes
	81
	81

	
	No
	19
	19

	Market strategy
	Yes
	77
	77

	
	No
	23
	23

	Productivity
	Yes
	72
	72

	
	No
	28
	28


Source: Field Data (2021)
4.5.1 The Industrial Size of the Local Industry

The respondents were asked to give their views on the extent to which FDI contribute on industrial size growth to the local industry. The results are indicated in Table 4.9. 
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Figure 4.1: Industrial Size of the Local Industry

The table shows that; 51(51%) of the respondents say very high local industry growth through partnership, 65(65%) FDI highly increases the competitive business environment of the local industry 50(50%) indicate that the, induced of investment in Tanzania local industry are upgraded very high, See figure 4.2. Therefore, the finding show that FDI contribute much on growth of industry size especially in capital investment of industry, sales but also help in increasing industry profit.

4.5.2 The Market Strategies
The FDI stimulate the formation and development of market strategies to compete effective in worldwide markets. The findings indicate that the foreign direct investment contribute to the development of market strategies, which lead to promotion of product more widely in international market, knowledge and experience of the relevant market as well as access to distribution networks and standardization/adaptation. 
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Figure 4.2: Market Strategies
Source: Field Data 2021
The result shows 63(63%) of the respondents says FDI highly promote product more widely in international market, 45(45%) of the response from the companies indicate knowledge and experience of the relevant market as well as access to distribution network developed very high and 57(57%) of the respondents show that development of market strategies very high result into improvement/development of standardization/adaptation. See figure 4.2. Thus, the findings imply that FDI assists local industry to upgrade its strategies also help in creating new markets without lowering the output of existing domestic but also facilitate developing countries’ access to international market

4.5.3 The Industry Production
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Figure 4.3: Production of Goods and Service
Source: Field Data, 2021
The result from the field shows that production of the local industry improved due to the foreign direct investment. Out of 100 respondents 60(60%) mention that the product quality was very high increased, 45(45%) were of the opinion that FDI stimulate very high for many of the local firm to the introduction of the new design and 53(53%) were of the opinion that advancement of the production in local industry was very high due to the foreign direct investment. See figure 4.3. Therefore, the findings reveal that FDI has contributed much to changing whole production structures and also helped in increasing productivity and thus growth. 
Through FDI, economic growth and productivity upsurges has been possible in economy as a whole. Haddad and Harrison, 1993; Aitken and Harrison, 1999; and Djankov and Hoekman, (2000) find that the productivity level of foreign firms is higher than in domestic firms, but also that productivity growth in domestic firms is lower than it would have been in the absence of foreign firms. The study finding coincide with the study conducted by Amna Muhammad., et al (2012) that suggest that the strongest positives of implementing FDI is the increase in aggregate productivity, increased opportunities of employment, greater outflow of exports and exchange of technological advancement between the investor and country.
CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary, conclusion and recommendations that may help policy makers to observe the patterns of FDI in Tanzania and how Tanzanian local industries benefit from them concerns the impact of Multinational Enterprises to the Tanzanian local industries. It also suggests areas for further studies so as to discover more issues on the FDI
5.2 Summary of the Findings
This finding of the study focused on the research objectives that are to assess the motive for foreign direct investment in Tanzania, to determine the technological, productivity, market integration level of local industry and to examine the contribution of foreign direct investment in the growth of local industry. The main findings of the study are summarized hereunder. The policy implications on the same findings are also discussed whenever the needs arise under each aspect.
The general objective of the study aimed to assess the impact of foreign direct investment on growth of local Tanzanian industries, on assessing this objective the researcher focused on three above specific objectives but also the researcher seek to understand a year respective firm originally founded in Tanzania and a year the parent company or largest company invested in the company whereby it was revealed that, many companies in Tanzania founded between 2000s and 2010s and it was the same time when parent/shareholder companies invested in the Tanzania, this is because during that time  Tanzania changed its investment policy and economic environment. For the period Tanzania had relatively stable political environment, reasonable macroeconomic policies, structural reforms, resiliency from external shocks, and debt relief that is why many companies invested in Tanzania.
Concerning the origin of the parent/foreign shareholder company, the findings revealed that majority of company are foreign shareholder company amounted to 64% of all companies. This implies that despite outstanding increase of companies invested in Tanzania but still majority of companies are owned by foreign multinational enterprise. Apart from origin of the parent/foreign shareholder company, the study revealed another bitter truth that Tanzania is treated as branches of a foreign company as 52% of firm’s are Tanzanian branch or subsidiary of foreign company
The first objective aimed at assessing the motive for foreign direct investment in Tanzania, whereby the study tries to find out the main driving forces for parent/foreign shareholder operating in Tanzania. The study findings revealed that government terms and regulation, availability of natural resources and presence of technology and infrastructures are the paramount driving force for Foreign Direct Investment in Tanzania. The findings show that majority of companies’ operation in Tanzania were due to good government investment policies. Also, it was revealed that presence of these factors directly persuades the productivity and thereby attract higher levels of FDI.
Concerning technological, productivity and market integration level of local industry atechnological, here the study was interested to understand the level of technologies, innovation and marketing research and development. The findings reveal that, the parents firm has advanced technologies compared to the local firm. Furthermore, the study findings show that the affiliate integration in the local industry influencing the level of innovation on the quality of the product, introduction of new design, advancement of new production, advancement of work organization and advancement of efficiency work tasks.Furthermore, the findings of this study indicate that thelocal industries in Tanzanian have acquired technological capabilities largely from FDI and production capability have been developed due to that.
The last objective was to examine the contribution of foreign direct investment in the growth of local industry, the finding show that FDI contribute much on growth of industry size especially in capital investment of industry, sales but also help in increasing industry profit. Also, foreign direct investment stimulates the formation and development of market strategies, which lead to promotion of product more widely in international market, knowledge and experience of the relevant market as well as access to distribution networks and standardization/adaptation. More over FDI has contributed much to changing whole production structures and also helped in increasing productivity and thus growth.

5.3 Conclusion

The foreign direct investment has an impact on the growth of the local industry in a different area as the findings indicate most of the development of the Tanzanian industry in terms of technologies, innovation and the issue of market research was stimulated much in 2000sdue to the huge investment from the foreign investors. Therefore, foreign direct investment contributes much in the development of the local firm/industry technological and economic as a whole.
5.4 Recommendations

For Practice: Local firm to continue cooperating with the foreign direct investment for their growth in the industry

For Research: Mixed method with qualitative approach is recommended to get more individual in-depth views.
For Policy: The government to formulate the attractive policies for foreign investors but also Government should offer attractive incentives for FDIs who can bring in medium and high-tech investments to the country.
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APPENDICES 

I am ALLY JUMA MAKOA a master’s student of the Open University of Tanzania. I am doing research on the Topic “Impact of Foreign Direct Investment on local Tanzanian Industries. The Case of Dar Es Salaam Region” You are kindly requested to respond to all the questions with honest. The information which will be provided will purely be for academic purposes and it will be treated with confidentiality.
SECTION A: Organization/affiliate profile

1. In what year was your firm originally founded in Tanzania?

a) 1970s b) 1980s c) 1990s   d) 2000s 

2. In what year did your parent company or largest foreign shareholder(s) first invest in, or set up your firm (if different from above)? ™

a) 1970s b) 1980s c) 1990s   d) 2000s                                   

3. What is the country of origin of your parent company or largest foreign shareholder(s)? …………..……………………………………………………

…………………………………………………………………………………

Is your firm: 

  (a) A Tanzanian branch or subsidiary of a foreign company

                        (b) A Tanzanian firm acquired by a foreign company 

                        (c) A joint venture with both Tanzania and foreign participation 

                        (d) A Tanzanian firm owned by foreign individual(s) 

                         (e) Other

5. what is your company main business activity?

a) Corporate financial services

b) Oil and gas services

c) Financial information services

d) Legal services

e) Consulting services

6.  What are your parent company/foreign shareholder(s) main reason for operating in Tanzania?

a) Government Policy                                                                            

b) Economic Environment

7. What types of resources does your firm gain from your parent or related companies/foreign shareholder(s)?

a) Technology

b) Management

c) Expertise

d) Training

E) Access to market

8. What influence does your parent company/major foreign shareholder(s) have over decision making in your firm?

a) Total influence

b) Major influence

c) Moderate influence

d) Minor influence

e) Capital

9. In the past 3 years, has your firm introduced innovation(s) to Tanzania?

a) Yes

b) No

10.  Did the innovation originated from your parent firm, your firm or both?

a) Parent firm

b) Your firm

c) Both

10. Mention the factors that lead to parent firm in Tanzania

i/ Internal factors

a/__________________________________________

b/__________________________________________

c/__________________________________________

d/__________________________________________

ii/ External factors

a/__________________________________________

b/__________________________________________

c/__________________________________________

d/__________________________________________
11. The foreign direct investment leads to the growth of local industry on the issue of innovation and market research and development. Level the following variables

a/ Innovation

	Variables
	Very High
	High
	Medium
	Low
	Very low

	Production quality
	
	
	
	
	

	Introduction of the new design
	
	
	
	
	

	Advancement of new product
	
	
	
	
	

	Advancement in work organization
	
	
	
	
	

	Advancement of efficiency in existing work task
	
	
	
	
	


b/ Market research and development

	Variables
	Very High
	High
	Medium
	Low 
	Very low

	Customer needs
	
	
	
	
	

	Packaging design
	
	
	
	
	

	Pricing product
	
	
	
	
	


12. Rank the impact of foreign direct on growth of local industry

1=very high
2= high

3=medium
4=low 5= very low

	S/N
	Variable
	Ranking

	1
	Multinational Firm
	1   2    3    4

	2
	Local industry
	1   2    3    4


13.   Rank the Influence of FDI on Local Industry Growth

	
	Variable
	Ranking 

	1
	Industrial size
	Yes

	
	
	No

	2
	Market strategy
	Yes

	
	
	No

	3
	Productivity
	Yes

	
	
	No


