
SMALL AND UNPRONOUNCED - A COMMENT ON DR. TSCHANNERL'S
CASE STUDY*

Murray J. Clayton++

(This note is a follow-up from the discussion raised in the Vol. 1 No. 1
of Utafiti by Dr. G. Tschannerl and by Mr. S . Rugumisa).

Dr. Tschannerl wants to show that Tanzania fits Amin's peripheral
model i . e . that Tanzania is an economy in which the determining relationship
is between the export sector and the luxury consumption sector. Neither
Tschannerl nor Amin specify this determining relationship; Amin even
says" . . . . at this stage the model does not show any actual linkage between

2
the export sector and the rest of the country. . . " But Amin suggests two
aspects of relationship;

(i) "Society is bound to supply cheap labour to the export sector" and
(ii) "The internal market is thus mainly based on the demand for luxury

goods f rom. . . . internal social classes (linked to or forming the export
sector)".^

Dr. Tschannerl takes the second aspect. He classifies all "productive
surplus generating activities in Tanzania's monetary sector" in 1970 into
four sectors and argues "since virtually no capital goods are produced
the (determining relations) cannot be between the capital goods and the mass
consumption goods sector; (therefore) it is between the export sector and
the luxury consumption sector. Thus the export sector stimulates the
production of luxury goods". (Emphasis in the original)

As there is no central planning in Tanzania and we are eschewing class
analysis this stimulus can only be through the market. Tschannerl's
hypothesis may be reformulated a s : a significant proportion of the proceeds
from exports are spent on luxury consumption goods.

This note may be seen as a quantification of points (ii) and (iii) of Mr
Rugumisa's comment on Dr. G. Tschannerl's article. Its conclusions
support his point (i).

+ + Formerly at Institute of Finance Management, Dar es Salaam.



This note uses the 1969 Household Budget Survey to show:

(a) that the proportion of the proceeds from exports spent on luxury

consumption goods is not significant;

(b) that by Tschannerl's own definition and by a classical definition

"luxuries" were hard to find in 1969.

The Household Budget Survey gives details of cash income and of cash and

subsi,stence consumption by households in various "zones" of the country. 6

The zones defined were:

Zone 1:

Zone 2:

Zone 3:

Zone 4:
Zone 5:
Zone 6:
Zone 7:

Zone 8:
Zone 9:

Arusha, Kilimanjaro and Tanga Regions except Arusha, Moshi

and Tanga towns.

Coast, Dodoma and Morogoro Regions except Dodoma and

Morogoro towns.

Mara, Mwanza, West Lake and Shinyanga Regions, except

Bukoba and Mwanza.towns.

Kigoma, Siv.gida and Tabara Regions.

Iring a and Mbeya Regions except lringa town.

Mtwara and Ruvuma Regions except Lindi town.

Dar es Salaam except non-African households in the town center.

Non-African households in Dar es Salaam center.

Nine smaller towns (those excluded above).

Zones 1, 3 and 6 produce the crops which make up the bulk of exports. In

the absence of high export taxes we may reasonably assume that proceeds

from exports accrue to households in these zones.

Table 2 shows the household in these zones did not spend a greater

proportion of their income on luxuries (as defined by Dr. T schannerl). The

proportion of annual income spent on luxuries is as high in the "other"

rural zones (from 10% - 13%) and in u-rban zones 7 and 9 as in the "export"

zon.es, (from 5% - 12%). These expenditures are the stimulus of luxury

goods production (in as much purchase of output stimulates output), but

the figures do not show that the export sector provides more stimulus than

any other sector.

Two objections may be advanced. The first is that of a total expenditure

of shs 345 million on the luxury items listed in TubIe 2. I!:' 17(1. 1 million (4r",()

is spent by the "export zones"; hence export zones arc:' "si~nificant in tOlal".

But this "significance" is a function of populnli('n and 5" ('Illy Indirectly

linked to export income. Further toti'll expc:'ndilure on luxuries is only S%
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of total expenditure (cash and barter) in the export zones. Luxury expenditure

is small and unpronounced whether compared to income or all expenditure.

The second objection is by analogy to Friedman's "windfall income, windfall

consumption" link; it is that income from exports is used for luxury

consumption and other income for non-luxury monetary consumption. This

thesis requires luxury expenditure per household to be expressed as a per-

centage of export income per household rather than as a percentage of all

income per household as in Table 2. While Friedman has established his

thesis, the "export income, luxury consumption" link has not been established

by Dr. Tschannerl.

The items listed in Table 2 are those that Dr. Tschannerl classifies as

luxuries. But by his own definition of "luxuries", none of these items are;

by an alternative definition only "household durables, equipment and

furniture" are luxuries.

Dr. Tschannerl's definition of luxuries is : "an industrial activity" was

classified as producing for mass consumption or luxury consumption

depending on whether the labouring masses. . .or the national ruling

class. . .use the greater part of the output by value in that industrial
7

activity". Dr. Tschannerl lists the output of various industries but does

not show figures for consumption of their output by the "labouring masses"

and by the "national ruling class"; he does not give evidence for the

classification in his Table Al.

Some estimates of consumption by classes are shown in Table 3. Of

total expenditure on the major "luxury" consumption items, over 60% was by

households whose total expenditure was less than shs 4-,000/=rper annum;

for other than household goods and furniture 70% (or more) was spent by

households in these groups. Table 2 suggests that households whose total

annual expenditure is less than shs 4-,000 are households of "the labouring

masses" - perhaps the workers but particularly the peasants for urban

household incomes (which nearly equal consumption) are shs 5,000/= per

annum and above. Average rural household incomes (about 70% of

consumption) range from shs 64-7/= p. a. to shs 1,4-25/= p. a. although each

rural zone has households in expenditure groups up to shs 6,000/= to shs

7,999 and most have households over the whole range of expenditure. On

Dr. Tschannerl's criterion none of the items listed in Table 3 - and by

implication in Table 2 - are luxuries.
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A definition of Engel's (Ernst) dating from 1857 is that luxuries are
those goods on which expenditure increases at a rate greater than the rate of
increase in income, i. e. luxuries are those goods with income elasticities
of demandgreater than one. Table 4 shows such elasticities for four major
"luxury" items.

The elasticities have been obtained from regression of:
log Eij .. ~ + bi log ETj
.....here Eij .. average expenditure per annum on item i by households in
expenditure class j.
and ETj is average total expenditure per annumby households in
expenditure clas s j .

The standard errors of the estimates are shown beneath the estimates;
all the bi are significant at the 95%level. But only "household durables,
equipmentand furniture" show an income elasticity of demand greater than
one; on Engel's definition only this group of items is a luxury.

Strictly speaking the elasticities of Table 4 are expenditure elasticities;
total expenditure is taken as a proxy for income. This is usual in house-
hold budget studies9 ana particularly necessary in Tanzania where "income"
is monetary income but "expenditure" is monetary and non-monetary. (In

1969, 67% of consumption was from "cash and credit", 30%"own produce").
On two definitions, the classification of luxuries is not "the trickiest"

but a trick; an illusion. On a classical definition and on Dr. Tschnnerl's own

definition there was virtually no luxury consumption sector in 1970 (unless
the patterns of 1969 changed markedly). Hence there could not be a link,
through the market place, between exports and consumption of luxuries.

The conclusions of this Note, however, do not invalidate Amin's whole
model or make Tanzania any less peripheral. But they do suggest that the
model needs careful specification in particular cases.

The Four Sector Distribution in Tanzania 1970
Value

liIs million percent
1,096 45

981 41
307 13
16 1

2,400 ~
(Tschannerl, G. "Peripheral Capitalist Development" Utafiti
Vol. 1 No.1 1976 table 6)

Source:-

Table 1:

Sector
Exports
Mass Consumer goods
Luxury Consumer goods
Capital goods
Total
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