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Abstract

There are limited studies examining the role of Investment Promotion Agencies (IPA’s) and their respective
marketing techniques used in attracting Foreign Direct Investment (FDI). Using an exploratory case study
approach, this article addresses this research gap by exploring the role of e-government as a promotion technique
in eliminating barriers to FDI inflows in Tanzania; particularly barriers related to information accessibility and
bureaucratic procedures facing foreign investors in acquiring relevant licenses and business permits. The
findings indicate that foreign investors utilize information to create knowledge of business environment in the
host country, though some additional information may not be found due to informational specificity of a
particular investment project. In addition, the findings indicate that implementation of e-government has reduced
some monetary and non-monetary transaction costs of complying with government authorities. The article
contributes to the existing body of knowledge in the field of marketing by examining the role of e-government
services in the public sector marketing within a macro-marketing domain.

Keywords: E-government, Transaction cost, FDI, Destination marketing, Investment Promotion Agency, TIC,
ZIPA.

1. Introduction

Although Foreign Direct Investment (FDI) has grown globally since 1990s, there is still intense competition for
foreign investment inflows among various nations (Mudambi, 1998; Oman, 2000; Ulaga, Sharma, & Krishnan,
2002). Therefore, nations adopt strategic destination marketing techniques to attract FDIs (Dinnie, 2010; Kotler
& Gertner, 2002; Lim, 2007; Metaxas, 2010). Nations are marketing and promoting their countries in the intense
competition to attract investors (Azubuike, 2006). One of the promotion techniques adopted by nations through
their Investment Promotion Agencies (IPA’s) is to supply Internet-based information to investors (Ulaga et al.,
2002). The use of Internet by government agencies to provide information and other services to its customers
such as firms and citizens is known as e-government (UN & ASPA, 2002).

Various marketing techniques, such as International trade fairs, advertising and seminars have, traditionally been
used to attract FDI. Currently, the advent of Information Communication Technologies (ICT) empower IPAs to
develop e-government services to market their countries. Almost every Investment Agency has a website where
investors get access to information. The information search cost may thus be minimized, which may increase the
likelihood to attract investment. The websites are among the effective promotional techniques utilized by the
IPA’s, since investors are increasingly using them as sources of information regarding potential investment sites
(Gabriel, 2005).

There are various reasons for IPAs to introduce e-government services as a part of their marketing strategy. First,
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the Internet is acknowledged as a powerful market-space that allows marketers to reach global customers, and
provide opportunities for a two way interaction between the marketer and customers (Arnott, 2002). In that sense,
choosing e-government as a marketing strategy allows IPA’s to reach global investors wherever they are located.
Secondly, sometimes investors are unsure where to locate their investments. Reliable and available information
may influence investors’ decisions on where to invest, when they consider several investments locations. Thirdly,
agility has become a common terminology of modern competitive business today. Time matters for investors.
Investors are likely to divert investment elsewhere if business entry procedures take excessive time due to
bureaucracies and administrative barriers. Excessive bureaucratic procedures have remained one of the barriers
to investment in some African countries (Wells, 1999) especially bureaucracies brought by the unnecessary
forms, signatures and documents (Morisset & Lumenga-Neso, 2002). E-government services can help to
improve IPA’s service delivery to investors through online applications of business permits, licenses and tax
registration, as a ‘one stop shop’ service (Morisset & Lumenga-Neso, 2002) once investors have decided to enter
the market.

Despite these potential benefits of introducing e-government services, little attempt has been made in studying
how e-government services are used as a part of the IPA’s marketing activities to promote FDI. There are limited
amount of research conducted examining the role of IPA and respective techniques used in attracting FDI
(Harding & Smarzynska Javorcik, 2007; Loewendahl, 2001; Mudambi, 1998; Wells & Wint, 2000). Moreover,
although some rare studies have focused on assessing the effectiveness of a particular promotion tool on FDI
inflows; little attempt has been made to study the effectiveness of a particular promotion tool in eliminating
barriers to FDI inflows in the host country, particularly barriers related to investment information accessibility
and bureaucratic procedures facing foreign investors (Harding & Smarzynska Javorcik, 2007; Morisset &
Lumenga-Neso, 2002). This article addresses this gap by exploring the role of e-government as a strategy used
by IPAs in eliminating these two barriers towards attracting FDIs. Specifically, the paper focuses on the
following exploratory research questions. First: how do foreign investors use online information and services
provided by the IPA’s for strategic business decisions? Second: how valuable is this information and services as
far as foreign investors’ information needs are concerned? And finally: does the implementation of e-government
reduce information cost and bureaucratic cost in the investment approval process and acquiring relevant business
permits?

These research questions are developed based on the following grounds; first, it has been argued that since the
choice of a location is always characterized by market imperfections. Thus, an effective investment promotion
strategy should decrease information asymmetry (Loewendahl, 2001; Wells & Wint, 1990). Hence, analyzing
how government electronic information solves informational need of foreign investors is crucial. Secondly, it has
also been argued that if business entry procedures take excessive time in a given country, potential investors are
more likely to divert investments into other potential locations (Morisset & Lumenga-Neso, 2002). In this regard,
exploring how e-government services simplify the approval processes is also important because it gives a
qualitative approximation of the value of e-government towards mitigating bureaucracies in acquiring business
permits and approvals. The article contributes to the existing body of knowledge in the field of marketing by
examining the role of e-government as special application of Internet in public sector marketing within a
macro-marketing domain.

The article is organized as follows. The next section introduces the review of literature and current work in the
research area. Section 3 briefly introduces the methodology before the findings are presented in section 4. In
Section 5 we discuss the findings, and finally conclusion and practical implications.

2. Literature Review

The literature is divided into 5 main sections. The first four introduce key concepts, including location marketing,
e-government, Investment promotion and Internet marketing, and transaction cost of doing business. In the fifth
section, we briefly introduce current research, in order to identify the existing knowledge and the contribution
made by our work.

2.1 Location Marketing

As the world becomes competitive, public sector agencies are urged to adopt Strategic Marketing Management
in order to raise public awareness of their location attributes and images to various customers such as citizens,
tourism and companies (Kotler & Gertner, 2002; Page & Hardyman, 1996). Location marketing involves
designing a place in order to satisfy the needs of its target markets and thus it succeeds when citizens and
business are pleased with their community and the expectations of visitors and investors are met (Kotler, Hamlin,
Rein, & Haider, 2002). In this study, location marketing is used synonymously with destination marketing or
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place marketing and implies the use of marketing principles to attract foreign investors into a particular country.
Country branding may be compared with large corporate branding, where investment and tourism opportunities
may be seen as the products (Anholt, 2008; Dinnie, 2009). A country in this case is regarded as a product or
brand (Anholt, 2010) with a bundle of attributes characterizing the investment location. Brand name recognition
by foreign investors is an essential element of investment promotion (Loewendahl, 2001). Therefore,
infrastructural attributes of a country such as human, physical, communication and innovation system has
implication on the attractiveness of the investment location and quality of inward investments (Cheng & Kwan,
2000; Loewendahl, 2001).

According to Wells and Wint, an organization (e.g. an IPA) seeking to create competitive strategies for marketing
activities can manipulate the 3P’s of marketing in their overall marketing programs (Wells & Wint, 2000). These
3P’s include the product (intrinsic advantages and disadvantages of the investment site); the price (cost to the
investor of locating and operating within the investment site) and promotion (activities related to dissemination
of information in attempt to create an image of the investment site and provide investment services for the
prospective investor). Under competitive pressure for FDI attraction, place marketers must understand the needs
and requirements from potential investors and find ways to address them better than their competitors (Gertner,
2007). In a public sector marketing context, it can be argued that IPAs are marketers using marketing strategies
to promote their locations (countries) especially to attract FDI. Marketing in this context implies creating
awareness and building up an image of an area to be perceived by potential investors as a reputable location for
new investment. Hence, these activities of IPAs to create awareness and informing about investment
opportunities may in one hand be termed as marketing communications with the purpose of creating competitive
identity (Anholt, 2008).

2.2 E-Government

Many government agencies are increasingly embracing e-government as an innovative and necessary form of
public service and administration (Koh & Prybutok, 2003). The advent of Internet technology and successful
conduct of electronic commerce (e-commerce) by private companies have motivated public sector organizations
to embrace the technology in fulfilling their missions (Lee, Chen, & Zhang, 2001). Even though the term
e-government has no explicitly agreed definition (Halchin, 2004; Schedler & Scharf, 2001); it is commonly
defined as the use of technology, especially Web-based applications to enhance access to and efficiently deliver
government information and services (Brown & Brudney, 2001). E-government efforts may be specified into
three broad categories, namely Government-to-Government (G2G), Government-to-Citizen (G2C), and
Government-to-Business (G2B).

E-government involves the use of Internet based information technology for delivering government services
better, faster, more efficiently and more cost effective (Backus, 2001; Bannister, 2005; DeBenedictis, Howell,
Figueroa, & Boggs, 2002), to reduce transaction costs (Andersen & Henriksen, 2006). The potential for
improvement by introducing e-government in developing countries relates to several areas (Shuppan, 2008), like
setting up processes and services, developing necessary rule of laws, and developing process descriptions on
how public processes could improve the general provision of public services. Thus, the potential is not only
related to the service delivery, but relates also to the preconditions and work needed to structure and prepare the
processes to deliver e-government services. E-government may also improve (internal) state efficiency by
improved amount and quality of government information retrieval, which could be used to develop policies.
Furthermore, e-government could help to improve the finance and taxation systems and to reduce corruption by
introducing more effective and transparent finance and taxation system. ICT use can make public administration
more democratic and responsible, by allowing citizens to participate in government processes, and offering better
control mechanism by providing citizens more and better government information. Finally, e-government could
act as a mechanism to improve formalization and facilitate administrative work (Schuppan, 2008).

Contextual understanding and awareness are needed to successfully design and implement e-government
services (Heeks, 2002). Thus, successful experiences from one context cannot automatically be successfully
transformed into another. Current knowledge in e-government is mainly based on research done on developed
countries. Since institutional, cultural and administrative contexts must be considered when introducing
e-government, knowledge cannot simply be transferred from developed to developing context (Schuppan, 2008).
Research on e-government in developing countries should not be oversimplified by assuming that learning could
be drawn from one isolated projects into others, without considering the surrounding context.

Since different government agencies offer different services to their respective customers, their use of ICT will
differ depending on their specialized missions and objectives (Koh & Prybutok, 2003). From an international
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business perspective, the purpose of investment promotion is to reduce the costs of FDI by providing information
on the host country, helping foreign investors to get rid of bureaucratic procedures (Harding & Smarzynska
Javorcik, 2007; Wells & Wint, 2000). Therefore, e-government, in the case of IPAs, implies use of Internet to
provide relevant information to respective investors and transactional services for the purposes of reducing
information and bureaucratic costs.

2.3 Investment Promotion and Internet Marketing

Attracting FDI has become a central function of industrial policies. Therefore, establishing IPAs has also become
pivotal for countries’ development strategies (Morisset, 2003). Due to intense competition for FDI among
nations, IPAs have been mandated a promotional role where application of strategic marketing techniques similar
to those in the private business sector marketing have become evident (Loewendahl, 2001; Wells & Wint, 2000).
Promotion in this context implies activities related to information dissemination in an attempt to create positive
image of the investment site and provide investment services for the prospective investor (Wells & Wint, 2000).

Developing countries, especially in Africa, have long faced difficulties to attract FDI, mainly because of negative
perceptions to the region (Dupasquier & Osakwe, 2006; Morisset, 1999). One of the reasons is that African
countries often fail to perform well on some drivers to FDI, e.g.; governance, political stability, economic growth,
absence of corruption and infrastructure (Asiedu, 2002; Basu & Srinivasan, 2002; Morisset & Lumenga-Neso,
2002). Excessive bureaucratic procedures attract corruption and discourage FDI inflows (Morisset &
Lumenga-Neso, 2002). For example, while it takes one day and single procedure to start a business in Denmark,
the process for the same activity takes about 29 days and includes 12 different procedures in Tanzania (World
Bank, 2008).

Although investment agencies disseminate information necessary for investors through traditionally
communication methods such as conferences, exhibitions, advertising, trade mission and brochures, the advent
of ICT has allowed the conduct of investment promotion activities via Internet. IPA’s use their websites to build
images of their countries, especially addressing foreign investors, and develop interactive services such as
processing of various business permits and approvals.

IPA’s may develop e-government services to improve the Investment Environment through information
accessibility of investment laws and regulation, increasing transparency of the administrative system and
investment procedures in the host country, and to simplify the process for foreign investors” prediction of the
costs of establishing investment projects (Cho, 2003). Provision of accurate and reliable information reduces
information cost. E-government has two major benefits due to the provision of information to investors. First,
information may reach investors quickly and efficiently regardless of investors’ geographical distance. Secondly,
IPA’s officials and foreign investors may interact extensively through the application process (Harding &
Smarzynska Javorcik, 2007). Apart from information services the IPA’s are increasingly using e-government for
transactional services. They use ICT applications such as workflow systems and data transfer through Internet as
one stop centre for investment approvals. Cost of travel and communication is reduced (Wang, Bretschneider, &
Gant, 2005) because geographical distance is shrunk.

2.4 Transaction Cost of Doing Business

Transaction costs can be defined as the effort made by individuals or organizations in terms of, time and various
expenditures in order to obtain relevant information for contract negotiation, bargaining and enforcement
(Williamson, 1985). Coiera argues that all costs related to search and evaluations are transaction costs (Coiera,
2000). As far as foreign investments are concerned, transaction cost can occur before the business start-up and
after the business is in operation. This article focuses on the costs occurring before business start-ups, commonly
known as ex-ante transaction cost. Ex-ante transaction costs can be all costs associated with information search
(Brian & Justin, 1996; Standifird & Marshall, 2000; Zacharakis, 1997); and costs of setting up the business
venture, and may include negotiation costs and other costs of obtaining government authorization and approvals
for the transaction (Coiera, 2000; Gray & Jarosz, 1995).

In the case of FDI, foreign investors have to incur some cost prior to business start ups. Since these costs are
ubiquitous before business operations, they are considered ex-ante transaction costs. To reduce such costs as part
of investment attraction, institutions especially in emerging markets are expected to play a vital role (Hoskisson,
Eden, Lau, & Wright, 2000; Meyer, 2001). In developing countries like Tanzania, where institutional structures
lack strong mechanisms for efficient markets, non-monetary transaction costs may be even higher than in
developed countries (Nkya, 2009). Therefore, foreign investors planning to enter into emerging markets may
face two major ex-ante transaction costs prior to business operations. The first is information cost required to
gather all necessary information about foreign markets. The second is entry cost which includes all costs
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required to comply with government procedures and authorization in starting a particular type of business. Entry
cost implies all cost related to legal procedures required before a business can officially opens its doors (Djankov,
La Porta, Lopez-de-Silanes, & Shleifer, 2002). Hence, implementation of e-government by IPA’s can be
interpreted as one of the institutional mechanisms to reduce cost of information and administrative procedures.
E-government services can ease access to information such as rules and guidelines which help to clarify specific
rights, responsibilities and liabilities to the customer (Ojha, Palvia, & Gupta, 2008). Such information increases
transparency and reduces uncertainty in transacting with the government and hence results into lower transaction
cost such as bribes and corruption (Igbal & Seo, 2008; Ojha et al., 2008) in getting various business permits and
approvals.

2.5 Previous Studies on Investment Promotion and FDI inflows

There are various empirical studies focusing on the influence of investment Promotion efforts on FDI inflows.
While some studies report that investment promotion leads to FDI inflows, e.g.; (Morisset, 2003; Wells & Wint,
2000); others studies found that investment promotion are of limited influence, e.g.; (Kindra, Strizzi, & Mansor,
1998; Wells & Wint, 2000). While current studies focus on the role of investment promotion on FDI inflows, our
study adopts a different approach. Instead of analyzing the impact of e-government on FDI inflows, we here
focus on how e-government services may eliminate barriers to FDI inflows in the host country. Although barriers
to FDI inflows in host countries are numerous, the focus of this study is on information accessibility and
excessive bureaucratic procedures in the approval process. It has been argued that FDI locations are
informational driven (He, 2002; Mariotti & Piscitello, 1995) and thus foreign investors favor those location
which are likely to minimize their information and entry costs (He, 2002; Morisset & Neso, 2002). Moreover, it
has been argued that time required in obtaining necessary business licenses, permits and approvals may influence
the cost-efficiency of a location both in terms of time and money (Cho, 2003).

IPA’s may use e-government services to improve the investment environment through information accessibility,
increasing transparency of the administrative system and investment procedures. Based on these premises we
argue that there is an indirect relationship between e-government as a promotion tool and FDI inflows. The
improvement of these mediating factors may help to attract more FDIs. The following figure summarizes the
conceptual framework, which guided this study.

Insert Figure 1

The above conceptual model depicts that information cost and bureaucratic costs are among the significant
barriers towards FDI attraction. Therefore, elimination of these barriers can logically and intuitively be regarded
as a way to attract FDI. So, instead of studying the direct linkage between e—government and FDI inflows, the
focus of this study is on the two mediating factors between e-government and FDI, i.e.; information cost and
bureaucratic cost. Hence, if e-government reduces information and bureaucratic costs; it may be logical to infer
that e-government promotes FDI.

3. Methodology

A qualitative case study approach was chosen as an appropriate method (GAO, 1990; Yin, 1994a) to gain
contextual understanding and investigate the explorative research questions asked. Case studies are the research
strategy of choice when “how” questions are posed, where the researcher has little control over actual behavioral
events, and where the focus is on “a contemporary phenomenon within some real-life context” (Yin 1994).
Similarly, case studies are considered appropriate particularly for practice-based information system problems
where research and theory are at their early formative stages (Benbasat, Goldstein, & Mead, 1987). The choice
of Tanzania Investment Centre (TIC) was purposely done because of its reputation as one of the best IPAs in
Africa and the world in general due to its effectiveness as ‘one stop shop’ for investors (Kisembo, 2007). In year
2007, TIC was nominated by the World Association of Investment Promotion Agencies (WAIPA) as one of the
best investment agency. On the other hand, Zanzibar Investment Promotion Authority (ZIPA) was chosen based
on convenient criterion as a comparative case due to institutional proximity with TIC.

Multiple sources of evidence were used to study the case, following a suggestion from (Yin, 1994b) who
recommends the need for triangulation in searching converging evidences in order to increase construct validity.
Data collection methods included: report documents studies, semi structured interviews of administrators
working at Tanzania Investment Centre (TIC) in Dar Es Salaam and Zanzibar Investment Promotion Authority
(ZIPA) in Stone-town, Zanzibar, e-mail interviews with foreign investors; system observation, transcription of
e-mail conversations (between potential and actual foreign investors and TIC). The data collection triangulation
here involves the consideration of the e-government services provided and their effects from three perspectives:
those of the employees in TIC and ZIPA those of the actual investors by the e-mail interviews conducted, those
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of the potential investors by the transcripts of e-mails between them and the TIC, and by direct observation of the
systems itself.

Data were collected at two different levels. In the first step, in-depth interviews were conducted with the senior
officials of the Tanzania Investment Centre (TIC) and Zanzibar Investment Promotion Authority (ZIPA) to get
the insights of the effectiveness of e-government in the approval process. In the second step, a list of foreign
investors with interest to invest in Tanzania between 2008 and 2009 was solicited from TIC’s E-mail archive.
These e-mails sent by foreign investors to the TIC requesting certain information are used as secondary sources
because they contain relevant information on investors’ feelings and expectations from TIC.

E-mail archival data provide substantial amount of evidences to researchers (Elsayed & Douglas, 2006; Murray,
2002; Sixsmith & Murray, 2001) as secondary source of data. Here we included e-mail with the subject
‘information request’ and identified 7 foreign companies requesting information, based on a process similar to
the one employed by Winzelberg (1997). Due to ethical dilemma in qualitative research particularly on
participants’ anonymity when using e-mail archive (Sixsmith & Murray, 2001) names of companies and specific
information identifying the investor are not displayed.

A textual content analysis of the transcribed interviews and the e-mail conversations were conducted to
understand the shape and significance of the information and services at TIC’s and ZIPA’s web-pages. The
second analysis was theoretical: The collected data material was classified according to the conceptual models
presented in figure 1 above. This analysis contributes to a broader understanding of our suggested conceptual
model and the relation between the introduced theoretical lenses and empirical findings. The methodological
approach is represented in figure 2.

Insert Figure 2
4. Results
4.1 The Case Studies
4.1.1 Tanzania Investment Centre

TIC is the primary agency of Government to coordinate, promote and facilitate investment in Tanzania and to
advise the Government on investment related matters. It is the first point of call for potential investors. TIC main
functions include obtaining necessary licenses, work permits, visas, approvals, facilities or services, sorting out
any administrative barriers confronting both local and foreign investments, securing investment sites, and
provide and disseminate up to date information on existing investment opportunities, benefits or incentives
available to investors. Based on these activities, TIC performs five major roles as summarized in figure 3. The
main focus in our study relates to the first and last goals performed by TIC. After the informational stage,
investors may decide to make investments based on the information at hand and also face bureaucratic
procedures in getting various business permits.

Insert Figure 3
4.1.2 Zanzibar Investment Promotion Authority

To demonstrate its commitment to creating a supportive environment for investment, the Government of
Zanzibar enacted a new Investment Code in 2004 to establish a one-stop centre, the ZIPA, to act as focal point
for investment promotion and facilitation in Zanzibar. The objective of ZIPA is to have Zanzibar be seen in front
of investors as an attractive and competitive investment destination. On the other hand, ZIPA is expected to be an
efficient agency for investment promotion and facilitation by providing quality services.

ZIPA has two major roles namely investment promotion and investment facilitation. Promotion activities are
conducted in various sectors where Zanzibar has competitive advantages. These sectors include inter alia tourism,
fishing and agriculture. On the other hand, facilitation activities include services to facilitate acquisition of work
and business permits; land and various incentives. In order to improve the business investment climate, ZIPA is
working in collaboration with other International and professional organization such as UNIDO, MIGA,
UNCTAD, UNDP and WAIPA.

4.2 Foreign Companies’ Descriptions

From the analysis of e-mail’s texts and communication between foreign investors and TIC; it was found that
Owners of the companies investigated came from 7 different countries and were planning to invest into 6
different sectors as shown in Table 1.

Insert Table 1
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4.3 Use and Value of Website Information for Strategic Investment Decisions

All the companies had used the website for information search to address various informational needs such as:
information on procedures to establish a whole owned company or joint ventures companies, bankable project,
various business rules and regulations, procedures for obtaining various business permits, taxation systems,
opportunities for joint venture formation, costs related to operating in a particular location and industry
performance data. General information on e.g. procedures, rules and regulations, taxation systems, and joint
venture opportunities were provided online. Our findings indicate that important information needs were not
addressed by the information available at the website and therefore potential investors had to request additional
information from the IPA’s through other sources, such as through e-mail communication. The information not
found online includes cost estimates of operating in a particular location, industry performance data and industry
competitiveness. This is due to the fact that different investment projects require more project specific
information.

General information is more easily accessible in the websites than industry specific information. As will be noted
later, both types of information are considered to be of critical importance to foreign investors. Although the
findings show that investors requested additional information, especially information on industry
competitiveness, there is a possibility that this type of information cannot be obtained from an investment agency.
For example, TIC can provide a list of competitors in a particular industry but not sensitive information on what
each competitor is exactly doing, as argued by one of TIC’s official:

‘One of our roles is to protect investors’ intellectual property rights. If an investor asks, how many players are in
the ICT sector and what exactly each player is doing? TIC officials will only provide information on the number
of player but not what players are exactly doing. We will advise the investor to conduct own research because it
is our obligation to keep secrecy of investors’ (TIC, Director of Research & Information system).

The implication from these findings is that only part of the information cost can be reduced by website
information and thus foreign investors may be required to complement website information with other sources of
information. This was evident in the communication between investors and IPA’s. Apart from searching
information on the website foreign investors were seeking information from Tanzanian embassies abroad. The
following excerpt is from the communication between TIC and a foreign company:

‘With reference to the information on your website and our meeting with the Minister at the Tanzanian High
Commission; we have learnt that your organization helps in promoting investment opportunities and setting up
of new businesses in Tanzania. Our initial market survey concludes that we can manufacture & market our

products to the African continent making Dar Es Salaam as our base of operations’ (From an Investor based in
India).

Foreign investors found the available information useful, even though some explicit information was not to be
found. Words such as ‘useful information in the website’; ‘wonderful ideas and knowledge in the website’ were
common in the communication and signal the value of the website information. The following excerpt is an
example from an e-mail from a potential investor:

‘I just had a look at your website and saw that you have a lot of useful information on investment opportunities
in Tanzania. Do you have any information or data about the poultry industry in Tanzania? Could you perhaps
get us in touch with either a list of private companies in this sector or the Ministry that is responsible for
poultry’? (From a Dutch Consultancy firm based in Kenya).

Investors were being informed about available bankable projects and joint venture opportunities through the
websites. List of bankable projects were grouped into 5 sectors namely energy, manufacturing, mining &
petroleum, tourism and transport. Similarly, in ZIPA’s website, investors were being informed about eligibility
based on minimum capital criterion by sectors and various incentive packages. Foreign investors use website
information to create knowledge on joint venture opportunities, investment opportunities, incentives offered,
business contacts and procedures to obtain various business permits such as licenses, work permits, visas and tax
registrations.

4.4 The Approval Process between Pre and Post e-government Period

Bureaucratic barriers are major barriers hindering foreign investment; that is why TIC and ZIPA are developing
their ‘one stop shop’ services. The agencies try to lower bureaucratic barriers in acquiring various permits. The
process of getting the businesses up and running in a foreign country is traditionally characterized by intense
government bureaucracies, as commented upon one interviewee:

‘The final objective is to make sure that once the investor lands is detached from the government bureaucracies
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so that the process of getting the business up and running becomes easier. Therefore, our main objective is to
make sure that TIC is a ‘one stop shop " (TIC, Director of Research & Information system,).

The concept of ‘one stop shop’ implies that all investment approving bodies such as Ministry of land (land),
Migration (visas and work permits), and Revenue authority (taxation) and company registration (business
permits) are located at TIC and ZIPA.

4.4.1 Comparing the Nature of the Investment Approval Process at TIC and ZIPA

A description of the typical investment approval process provides a better understanding of how e-government
services are likely to mitigate bureaucratic costs in the process.

*  Approvals at TIC

The entire process of investment approvals at TIC is automated in a special work program called the
‘WORKFLOW?’ system. The typical pattern of the investment approval is that once an investor submits all
necessary requirements, the next step is to provide certificate of incentive followed by the project evaluation.
Then the decision is made whether the project is approved or disapproved. The whole process is conducted
electronically and all TIC officials involved are given a particular role of approving a respective part through the
WORKFLOW system. While each officer is responsible to a particular section, all officials can view the
movement and status of files in the WORKFLOW system. This keeps all officials being well informed and
getting accurate records about status of a particular project. TIC officials can work with the approval process
wherever they are around the globe as long as they have access to the Internet. Based on this system, TIC has
guaranteed the approval of the project within 7 days although sometimes projects can be approved in less than 3
days.

The use of Internet in the approval process is an example of how e-government services are implemented. The
main objective is to make sure that TIC is implementing e-government to support the whole process, as
commented by one of the TIC’s officials:

‘All the approval process is automated. So, we will tend to capture the basic information that is required for
evaluation of a specific project. The intention here is to implement e-government as much as we can in
performing our functions’ (TIC, senior system Administrator).

There is high level of transparency during the approval process, which decreases the delays in the approval
processes. The potential investor has the opportunity to login into TIC website and track the application status
throughout the process, and identify the officer being responsible. Hence, an investor has an opportunity to know
where the file is located or how it moves within TIC’s staff and can ask why an officer is sitting with his/her file
so long.

*  Approvals at ZIPA

The approving officers are located at ZIPA (similar to TIC), but the entire internal approval process is paper
based. While on average TIC approves about 500-600 projects per year, ZIPA approves between 40 and 60
projects per year. Moreover, while it takes about minimum 7 days to get the project approved at TIC; the average
minimum time to get the project approved at ZIPA is 21 days. The typical approval process at ZIPA starts by
submitting a short business proposal containing information such as company’s name, investment capital,
targeted sector and market. This document can be submitted by e-mail or any other means of communication.

The website contributes to the approval process by informing investors on relevant procedures and approval
processes. After visiting the website, some investors send their applications directly, some ask for more
clarification on certain procedures and some set appointments through e-mails. Investors make preliminary
decisions at home and mainly visit Zanzibar to finalize the contracts, bringing all relevant documents.

4.4.2 Before and After Introducing Online Information and Services

Our findings indicate that there are four major benefits of introducing the e-government services: speed, value
for money, cost effectiveness and greater market outreach. Each of these benefits is as described underneath.

Speed: At TIC, the implementation of the e-government services has increased efficiency in the approval process,
by reducing the time needed to perform the process. In particular, the introduction of the WORKFLOW system
and the ‘one stop shop’ approach has helped to speed up the process. Now, all officers responsible to approving a
particular investment project have an opportunity to work regardless of where they are:

‘If you are using the paper files, you can't approve the projects unless you are in the office. But now, my staffs
don t need to be in the office in order to approve the project. If you go into my website, there is a special box TIC
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employees’ login. When you login you have access to all your offices. You can approve the project even if you are
in London as long as your computer is connected to the Internet’ (TIC, Director of Research & Information
system,).

Value for money to investors and IPAs: The implementation of e-government services increase value for money
since the investor now has the opportunity to make necessary preliminary decisions at home before visiting the
host country. Preparations and information sharing can be done online without face-to-face meetings. One of the
interviewee at ZIPA emphasized on this;

‘They get information from our website, then we correspond to each other, negotiate and some submit their
application through Internet’ (ZIPA, Director of investment promotion & Services).

Information dissemination cost: Before introducing the website, ZIPA and TIC used various techniques to
disseminate information to investors, including brochures, meetings, business magazines, trade missions and
DVDs. Although, these techniques are still used, the website is perceived to be cost effective technique relative
to other alternatives, as noted by one of the interviewees from ZIPA:

‘This is a sample of brochure we were using and still using including advertising in the magazines. Before the
website, we used these brochures for promotion or we had to go ourselves outside the country. It was not that
effective, difficult and costly’ (ZIPA, Investment promotion manager).

Greater outreach: Both TIC and ZIPA have a greater outreach than before. Promotion via the website is not
limited by geographical barriers and distance, resulting in a higher number of projects approved per year on one
side, but also more diversification of investment inflows from the country of origin as emphasized by one of the
interviewees from ZIPA:

‘Before the Website, we had investors originating from one or two locations; but now we have diverse. You can
see the trend, our investment inflows is now diversified’ (ZIPA, Investment promotion manager).

Through the e-government services, investor get relevant information about the investment site and its related
attributes, such as opportunities and constraints of the investment location.

For example, ‘investors have no time to travel to come to Tanzania to see the investment site before they decide
to invest. So, TIC can take a nice picture of a location and show the investors about the infrastructure aspect and
the constraints on the location through Internet. Therefore, they can make preliminary decisions before traveling
to Tanzania’ (TIC, Director of Research & Information system).

5. Discussion

This study explores the role of e-government services introduced at TIC and ZIPA to promote FDI. Specifically,
the article focuses on the following exploratory research questions. Do foreign investors use website information
for strategic business decisions? How valuable is the website information as far as foreign investors’ information
needs are concerned? And; does implementation of e-government reduce information cost and bureaucratic cost
in the investment approval process and acquiring relevant business permits? These questions are discussed
below.

5.1 Use and Value of Website Information for Strategic Business Decisions

Our findings revealed that foreign investors used and valued website information to generate knowledge about
business environment in the host country. Investors use website information to get knowledge of the available
business opportunities, joint venture opportunities, procedures necessary for establishing a particular project and
business contacts for additional information. However, the findings also revealed that investors request
additional information, which is not available online. Thus, while website information is general to every
investor there is still a need for more specific information to address investors’ information needs.

Moreover, the findings indicate that while general information on business opportunities and various procedures
to establish a business are easily found; information on industry performance and competitive analysis is difficult
to obtain. This supports findings of previous studies, for example, Wells (1999) who argues that most investment
agencies do better in providing information about the country and procedures to establish businesses. The
implication here is that general information can be acquired at zero or very low cost (Mariotti & Piscitello, 1995).
Hence, while website information reduces part of the information cost; foreign investors may be obliged to incur
some part of information cost in seeking additional information from alternative sources. For a firm to gain
strategic value from information resource, it is imperative to combine both public and private information.

E-government services may mitigate some transaction costs of establishing a business in a foreign country and
these costs can be interpreted in economic sense as opportunity costs. For example, if an investor is informed
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about the location and able to make preliminary decisions before visiting the host country, significant resource
saving can be gained in terms of time used to travel and transport costs, especially when the geographical
distance between the home and host country is large. Such cost saving may be interpreted as opportunity cost
since these resources can be allocated by investors into other best alternatives. Some of our findings suggest that
part of these costs may still exist, mainly for two reasons. First, as discussed previously, not all information
needed by investors can be found in the IPAs website, for example information on industry competitiveness.
Secondly, some foreign investors may prefer to visit the host country for face-to-face discussion with
government officials even after acquiring important information from the Website and through e-mail
communication.

5.2 Bureaucracies and Efficiency in the Approval Processes

There have been an increased number of approved projects both at TIC and ZIPA for the last few years. Even
though ZIPA does not use Internet services in the approvals, the website is considered important for the increased
number of approvals, based on its role for information dissemination. TIC uses Internet for both information and
approvals and associates the increase in number of projects with the increased importance of Internet for
information dissemination on one side, and the increased efficiency of the internal processes based on the
WORKFLOW system on the other.

Our findings indicate that time reduced in the approvals (delay) is directly attributed to the implementation of
e-government services, although other causal possible factors cannot be ignored. E-government services
facilitates the approval process by connecting various departments within TIC, e.g.; director’s office, promotion
department, tax, migration, business license and land offices. Separation of these offices can lead to
non-transparent and excessive bureaucratic procedures which may discourage investors. The use of
e-government services as an institutional tool to reduce bureaucracies and excessive regulatory procedures has
been suggested in the literature, e.g. Moriset and Lumenga-Neso (2002) and World Bank (2004).

Based on these findings, we argue that e-government services can reduce cost of doing businesses in Tanzania if
properly and intelligently implemented at IPA’s. Costs attributed to geographical distance and costs related to
bureaucratic procedures might be greatly reduced (Wang et al., 2005). These findings corroborate previous
studies, for example, (Cho, 2003) who argues that Investment Agencies can use e-government to improve the
Investment Environment through accessibility of investment Laws and regulation, increasing transparency of the
administrative system in the approval processes and investment procedures in the host country.

6. Conclusion and Practical Implication

Our study contributes to the very limited amount of studies on the impact of e-government services in
developing countries. We contribute to this stream of research by reporting from an exploratory case study
focusing on the use of e-government services at IPA’s. Our exploratory findings suggest that e-government may
reduce some information and bureaucratic costs facing foreign investors. In this regard, it logically suffices to
hypothesize that e-government may promote FDI. Hence, the advent of ICT and the role it plays at IPA’s,
qualifies it to be one of the determinants of FDI (Gani & Sharma, 2003; Gholami, Tom Lee, & Heshmati, 2006).
Various explanations may prevail to include ICT in the FDI models. One of these explanations is to argue for the
role of E-government as used by Investment Agencies in reducing information and bureaucratic costs facing
foreign investors in host countries.

Our findings have some practical implication for Tanzanian government in its efforts to attract FDI. The
concept of IPA’s as a ‘one stop shop’ can be meaningless if the IPAs are not performing the major approvals. The
current practice is that officers of major approving bodies are located at IPA’s, but are not the final decision
makers. Their role is to collect documents from investors and submit them to respective authorities. For example,
land officer collects documents from IPA’s and submit them to the Ministry of land for approval by the
commission for land. To get full advantage of the one-stop shop approach in the approval process; it is
imperative to have all major government authorities responsible for investment approvals (e.g.; IPA’s, land office,
business license office, tax office, labor and migration offices) coordinated and connected by ICT. This may
imply connecting all relevant agencies to a compatible system, for instance the WORKFLOW system. By doing
so, the number of days to approve and obtain various permits and the quality of the decisions being made can be
significantly improved.
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Table 1. Company Description

Company Investor’s nationality Plan of ownership Sector(s) of interest
A India Whole owned Manufacturing
B Norway, UK & Tanzania Joint Venture Bio-Fuel industry
C India Whole owned Mining
D Netherlands Unknown Poultry Industry
E UAE Joint Ventures Agriculture & Mining
F Netherlands Whole owned Tourism
G Kenya, Tanzania Joint Venture Agriculture
Source: Authors’ construct
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