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Tanzania
Real gross domestic product (GDP) growth is projected to reach at least 6.5% despite potential effects from
the ongoing economic challenges in the euro area and the impact of the continuing domestic power
shortages.

The government is likely to maintain both tight fiscal and monetary policies to rein in non-priority recurrent
spending, contain inflation and reduce aid dependence by half over the next four years from the current
25% of the government budget.

Youth unemployment, at 8.8%, is almost twice the national unemployment rate and disproportionately
affects urban youth and young women in particular. There are, however, few programmes dedicated to
fighting youth unemployment, and the national Vocational Education and Training Authority has less funding
to deal with a growing problem.

Overview

Tanzania’s economy has been resilient to shocks and is expected to remain buoyant with a GDP growth forecast
of 6.8% in 2012 and 7.1% in 2013 – well above the regional averages. Services, industry and construction
continue to be the driving forces. However, frequent power outages continue to hurt potential output.

Exports, which received a boost during the crisis as demand for gold in world markets continued to rise, are
expected to perform well with growth forecast at 10.9% and 9.7% in 2012 and 2013 respectively. Overall
recurrent spending has outpaced revenues and grant financing, contributing to growing fiscal deficits and higher
public debt stock. It is expected to approach 42% of GDP in 2011. The budget deficit, at 6.6% of GDP in 2011,
has improved from 7.1% in 2010 and is expected to remain at around that level for the next two years. The
current account deficit, on the other hand, is expected to decline from 7.8% in 2010 to 6.4% in 2011 and
further to 4.9% in 2012. Meanwhile, Tanzania’s inflation rate for 2011, at 12.7%, jumped well above the target
of 5% or less. This rate, up from 6.5% in 2010, comes on the back of higher food prices. Inflation is expected to
ease to single digits in 2012 (9%) and 2013 (8.3%). The shilling has been under pressure since the start of 2010,
falling by 10.6% in 2011 and making imports more expensive. With the expected fall in the inflation rate, the
exchange rate should stabilise in 2012 and 2013. Increased oil imports for power generation are driving strong
demand for foreign currency.

Unemployment is becoming a concern with nearly 2.4 million unemployed people – most of them young –
representing 10.7% of the population. Indeed, the situation of the youth population, particularly those in urban
areas, is critical in terms of unemployment. Lack of sufficient employment opportunities for young women, who
have increasingly participated in the labour market, further complicates the situation. The effects of the current
global crisis, though not yet showing up in the statistics, could create additional challenges, in particular with
respect to the tourism industry and export-oriented sectors.
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Figure 1: Real GDP growth (Eastern)

Figures for 2010 are estimates; for 2011 and later are projections.

Table 1: Macroeconomic Indicators

 2010 2011 2012 2013

Real GDP growth 7 6.4 6.8 7.1

Real GDP per capita growth 4.1 3.4 3.7 4

CPI inflation 6.5 12.7 9 8.3

Budget balance % GDP -7.1 -6.6 -6.6 -6.6

Current account % GDP -7.8 -6.4 -4.9 -6.5

Figures for 2010 are estimates; for 2011 and later are projections.
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Recent Developments & Prospects

Table 2: GDP by Sector (percentage of GDP)

 2006 2010

Agriculture, forestry, fishing & hunting 30.4 28.1

Mining and quarrying 3.5 3.7

of which oil - -

Manufacturing 8.6 9.9

Electricity, gas and water 2.2 2.3

Construction 8.6 8.8

Wholesale and retail trade, hotels and restaurants 15.4 15.9

of which hotels and restaurants 2.8 2.6

Transport, storage and communication 7 8

Finance, real estate and business services 11.4 10.4

Financial intermediation, real estate services, business and other service activities - -

General government services - -

Public administration & defence; social security, education, health & social work - -

Public administration, education, health 8.9 8.8

Public administration, education, health & other social & personal services - -

Other community, social & personal service activities - -

Other services 4.1 4.1

Gross domestic product at basic prices / factor cost 100 100

Figures for 2010 are estimates; for 2011 and later are projections.

Tanzania’s economy has continued to perform strongly despite challenges posed by the ongoing acute power
crisis. Preliminary estimates for 2011 suggest that the economy grew by 6.4%, driven mainly by performance in
the services sector (estimated growth 7.6%); industry and construction (estimated growth 8.1%); and
agriculture, hunting and forestry (estimated growth 4.3%). Within these broad sectors, the performance was
mainly driven by growth in construction, transport and communication, financial intermediation and
manufacturing. The annual growth for the construction subsector in 2011 is estimated at 9.2%, largely driven by
increases in the construction of residential and non-residential buildings, roads and bridges; and land
improvement activities. The transport subsector is estimated to have grown by about 6.7% in 2011, largely a
result of the increase in the number of travellers and volume of cargo/freight handled by all modes of transport.
Communications retained their status as the fastest growing subsector in 2011, posting an estimated growth of
18.8%, but slower than the rate of 22.1% recorded a year earlier. The performance of the communications
subsector also continues to be driven by the increased use of mobile phone services across the country.
Financial intermediation grew by 9.1% in 2011, mainly a result of the increase in the levels of deposits and
lending by commercial banks. The manufacturing subsector, adversely affected by power outages, is estimated
to have grown by 7.7% in 2011, slightly lower than the growth rate of 8.8% in 2010.

In the medium term real GDP growth is projected at 6.8% and 7.1% in 2012 and 2013 respectively. Underlying
this high growth forecast are large-scale investments such as the USD 3 billion (US dollars) coal and iron ore-
mining project signed by Sichuan Hongda Co Ltd of China and the proposed natural gas pipeline under a credit
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agreement for USD 1 billion with China. The services sector, which accounts for about a half of GDP, is
projected to grow at 8.4% in 2012, and 8.8% in 2013, driven by fast growth in the trade and repairs subsector
(projected to grow at 10% in 2012 and 2013), communications subsector (projected to grow at 19% in 2012 and
2013), financial intermediation (projected to grow at 10% in 2012 and 2013), education and health. The industry
and construction sector is projected to grow at 9% in 2012 and 9.8% in 2013, largely driven by the
manufacturing subsector (whose growth is estimated at 10.1% in 2012 and 11.3% in 2013) and the construction
subsector (whose growth is projected at 9.6% in 2012 and 9.8% in 2013). The agriculture sector, which employs
about three-quarters of Tanzania’s labour force (but accounting for only about a quarter of GDP), continues to
be plagued by weather uncertainties, and is projected to grow at 4.9% in 2012 and 5.1% in 2013.

The mining sector will continue to operate under some uncertainty as the tax reform plan to revise royalty
payments and other aspects of government revenue from the mining sector gets underway.
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Macroeconomic Policy

Fiscal Policy
The budgets for 2009/10 and 2010/11 were expansionary with the actual deficit - after grants - at 7.1% and
6.6% of GDP respectively. The approved budget for 2011/12 has a higher planned deficit of 7.6%, revised
downwards to 6.6% of GDP after external grants. The medium-term objective is to bring it down to 5.5% of
GDP. The revenue-to-GDP ratio is projected at 18% of GDP in 2011/12.

Planned external non-concessional borrowing is 3.2% of GDP. The government plans to fill part of the financing
gap through non-concessional borrowing and the issuance of bonds amounting to approximately USD 800
million for investment in productive infrastructure that can support economic growth. The domestic market
remains underdeveloped and net domestic borrowing is currently capped at 1% of GDP under the International
Monetary Fund (IMF)’s Policy Support Instrument (PSI) programme.

Government revenues have generally performed well over the past years, growing at an annual average of
22%. In fiscal year 2010/11, total government revenue collections were 93% of the target. Total government
spending fell short of target by 10%, partly explained by mismatch between revenue projections and spending
commitments in the budget. Nonetheless, if fully realised, the planned total domestic revenues in the 2011/12
budget would only be enough to finance about 83% of recurrent budget, signalling pressure on domestic
borrowing and non-concessional financing to bridge the gap for recurrent spending. Nevertheless, significant
progress has been made in government revenue collections during the first quarter of 2011/12, with overall
collection reaching 99.5% of the revenue target for the quarter.

The government continues to implement various tax administration reforms aimed at maximising domestic
revenue collection and limiting tax leakages. These include: i) improving the existing tax structure; ii)
Introducing National Identity Cards from 2012; and iii) intensifying enforcement of tax collection and
compliance. With these reform measures in place, the government aims to increase revenue collection to 20%
of GDP in the medium term, which is the estimated tax potential.

Aid dependence declined slightly in the fiscal year 2010/11, with foreign loans and grants covering about 31% of
the budget. In fiscal year 2011/12, foreign loans and grants are expected to finance approximately 29% of the
total budget. The government has demonstrated a commitment to address aid dependence through various
measures such as broadening the tax base, reducing tax exemptions, sustaining macroeconomic stability and
improving the business environment to spur private-sector growth.

Table 3: Public Finances (percentage of GDP)

 2003 2006 2007 2008 2009 2010 2011 2012 2013

Total revenue and grants 16.3 17.9 19.1 22.8 21.5 20.5 22.3 21.5 21

Tax revenue 9.8 11.5 13 14.7 15.8 14.6 14.7 14.4 14.3

Oil revenue - - - - - - - - -

Grants 5.5 5.4 5 6.9 4.7 4.6 6.4 5.8 5.4

Total expenditure and net lending (a) 17.6 21.3 23 22.8 25.7 27.6 28.9 28.2 27.6

Current expenditure 13.2 15.7 16.1 14.9 17.7 19 18.1 17.8 17

Excluding interest 12.3 14.4 15 13.7 16.8 18.2 17.2 16.7 15.9

Wages and salaries 3.5 3.9 5 5 6.1 5.9 6.8 5.4 5

Interest 0.9 1.3 1.1 1.2 0.9 0.8 0.8 1 1.1

Primary balance -0.4 -2.1 -2.8 1.2 -3.3 -6.3 -5.8 -5.6 -5.5

Overall balance -13 -3.4 -3.9 0 -4.2 -7.1 -6.6 -6.6 -6.6

Figures for 2010 are estimates; for 2011 and later are projections.
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Monetary Policy
The Bank of Tanzania has continued to implement monetary policy in support of the government’s
macroeconomic objective to maintain single digit inflation. Specifically, the central bank sought to achieve the
following intermediate objectives throughout 2011: annual growth rates of broad money supply (M2) and
extended broad money supply (M3) of not more than 20.7% and 21% respectively; containing the expansion of
average reserve money within an annual rate of 18.5%; an annual private sector credit growth of 21.3%;
keeping gross official reserves equivalent to at least five months of imports of goods and services; and
maintaining stability in the financial sector. In pursuit of the monetary policy objectives, the Bank of Tanzania
deployed a mix of instruments, including the sale of government securities, foreign exchange operations,
repurchase agreements and stand-by facilities.

Monetary policy performance appears to be on track (as of December 2011). Both the annual growth of M3 and
private sector credit are within their targeted ranges.

The Bank of Tanzania has made a concerted attempt to contain the annual growth of both average reserve
money and extended broad money supply at 19%. Despite such efforts however, Tanzania’s economy continues
to experience inflationary pressures, largely due to high energy and fuel costs coupled with rising food prices.
The country’s inflation rate for 2011 jumped to 12.7% from 6.5% in 2010, the highest level of the last decade.
That inflation rate was way above the government’s target - not more than 5% - for the fiscal year that ended
June 2011. Inflation is likely to remain high in 2012 because of the tight food situation and energy crisis.

Food inflation in particular increased consistently throughout 2011, surpassing 20% by the end of 2011, the
result of a combination of factors. Existing infrastructure was not adequate to supply regions suffering from food
shortages with food from regions generating a surplus. Rising fuel prices pushed up transport costs. To make
matters worse, food shortages in neighbouring countries exerted greater demand in domestic food markets.
The depreciation of the Tanzanian shilling, coupled with rising global prices for fuel and other inputs, led to
imported inflation. To keep inflation in check, the government decided in the 2011/12 budget (approved in
June) to remove a number of fuel taxes and levies, a move that should ease pressure on domestic fuel prices.

Economic Cooperation, Regional Integration & Trade
Tanzania continues to consolidate gains from rigorous trade reforms that began in the 1990s. The result today is
a fairly liberalised trade regime. The objective is to increase competitiveness while participating in international
trade and regional integration. Restrictions on imports have been removed (except for those items necessary
for health or security reasons); export and import procedures have been simplified; and the single channel
export of traditional export crops has ended. Similarly, internal trade restrictions have been removed and price
controls have been eliminated on most products, with the exception of petroleum. Trade with non-Western
economic partners, particularly China, continues to grow.

Tanzania has continued to implement the East African Community (EAC) Common Market Protocol, which
became operational in July 2010, and continues to play an important role in the process of establishing a
Common Market by the Southern African Development Community (SADC) member states. The government is
preparing a National Strategy for Implementing the Common Market Protocol. Correspondingly, as the EAC
prepares to move to a higher level of integration, the government has prepared a country position before the
beginning of negotiations on the establishment of the EAC Monetary Union.

To promote trade and more generally to improve the business environment, Tanzania has started implementing
the Pre-Arrival Declaration (PAD) system and electronic submission of customs declarations. This system has
made trading across borders much faster. As a result of this measure, Tanzania improved its rank significantly in
cross-border trades, moving up by 23 places from 115 last year to 92 in the World Bank’s Doing Business
Report 2012. The government has started eliminating permanent road-blocks as part of cross–border trade
facilitation, continues its efforts to address infrastructural bottlenecks with a particular focus on transport and
communication infrastructure (roads, railway, ports and telecommunication) as well as ensuring the availability
of reliable and affordable power supply.
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Table 4: Current Account (percentage of GDP)

 2003 2006 2007 2008 2009 2010 2011 2012 2013

Trade balance -6.2 -13.6 -15.7 -16.4 -13.4 -12.3 -10.3 -8.3 -9.6

Exports of goods (f.o.b.) 10.4 13.4 13.2 14.7 13.6 18.9 22.8 23.5 22.1

Imports of goods (f.o.b.) 16.6 27 28.9 31.1 27 31.2 33.1 31.9 31.7

Services 1.9 1.9 2.7 1.7 0.7 1.1 0.7 0.6 0.6

Factor income -1.3 -0.4 -0.3 -0.6 -0.3 -0.2 -0.1 -0.1 -0.2

Current transfers 4.8 4.1 3.9 2.9 3.3 3.6 3.2 2.9 2.6

Current account balance -0.8 -8 -9.4 -12.3 -9.8 -7.8 -6.4 -4.9 -6.5

Figures for 2010 are estimates; for 2011 and later are projections.

Debt Policy
Tanzania’s public debt has been growing for the past few years hitting USD 12.7 billion at the end of 2011.
External debt in particular has jumped – from USD 8.2 billion in June 2010 to USD 10.4 billion at the end of
2011. However, the country’s risk of debt distress still remains low, based on the recent joint IMF-World Bank
Debt sustainability analysis. According to the most recent Debt Sustainability Analysis (DSA) published by the
government in December 2010, Tanzania’s public debt is expected to remain sustainable in the medium term,
despite the current fiscal orientation, which features increased non-concessional financing of the deficit.
According to the 2010 analysis: the present value (PV) of Tanzania’s debt to GDP stood at 14.9%; the PV of debt
to exports was 56.3%; the PV of debt to revenue stood at 85%; and the PV of debt service to exports and
revenues remained very low at 1.7% and 2.5% respectively. The World Bank and IMF classify Tanzania as a
strong policy performer. The minimum thresholds for solvency indicators of the country’s debt sustainability
are: the PV of debt to GDP should not exceed 50%; the PV of debt to exports should not exceed 200%; and the
PV of debt to revenue should not exceed 300%. Liquidity indicators are subject to the following limits: a ratio of
external debt service to exports of 25% and a ratio of debt service to budget revenue of 35%.

The government adopted a Medium Term Debt Strategy (MTDS) in June 2011. The tool used in developing the
MTDS incorporated non-concessional borrowing and contingent liabilities, including those arising from
government guarantees. And in recognition of the fact that debt sustainability is sensitive to the terms of
borrowing and its utilisation, the government has reiterated its commitment to contract external debt only on
reasonable terms and to ensure that all non-concessional debt is used to finance high-priority investment
projects. Furthermore, in line with the government’s medium-term fiscal policy, the proceeds from non-
concessional borrowing will only support development projects, particularly infrastructure. Likewise, the
government has also continued to control the issuance of guarantees on loans to various public institutions to
maintain sustainability of the public debt. As a result, Tanzania’s total public debt is projected to remain below
45% of GDP over the medium term according to the DSA published by the government in December 2010.
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Figure 2: Stock of total external debt (percentage of GDP) and debt service (percentage of exports of
goods and services)

Figures for 2010 are estimates; for 2011 and later are projections.
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Economic & Political Governance

Private Sector
The growing role of the private sector in the Tanzanian economy was recognised in the new national
development plan, MKUKUTA II, which was approved in September 2010. Tanzania has undertaken a series of
macroeconomic reforms that have led to sound macroeconomic conditions, a key priority consideration for a
favourable business climate. However, the government’s objective of creating a vibrant private sector seems to
have been undermined by institutional barriers and weak policy implementation on many fronts. The business
climate has somewhat deteriorated during the past two years as indicated by the drop in the World Bank’s
Doing Business Report 2012, ranking from 125th to 127th position out of 183 countries. Areas that have
deteriorated most are tax payments, investor protection, registration of property and enforcing contracts.
Trading across borders has improved considerably.

Continued interruptions to the electricity supply remain the most serious concern for businesses in Tanzania.
The demand for electricity exceeds supply by about 28%. While most large firms have access to private
generators, many small firms do not. Increasing demand coupled with stagnant supply points to a structural
problem. Greater private sector participation, particularly through public-private partnerships, could help.

The poor quality of port infrastructure, lack of efficient intermodal connections and high operating costs hold
Tanzania back from exploiting its strategic geographical location. Access to finance is another bottleneck to the
development of the private sector. However, Tanzania has made considerable efforts to reform the financial
sector.

Improvements have been made in addressing corruption, including investigation of high profile cases. The
corruption perception has eased as reflected in Transparency International’s Corruption Perception Index:
Tanzania’s rank has dropped from 126 out of 180 countries in 2009 to 116 out of 178 in 2010. However, rent
seeking continues to obstruct private sector enterprise. Persistent shortages of skilled labour and restrictions on
hiring foreign labour represent another challenge for foreign private firms operating in Tanzania. The cost of
labour, however, is not a major drag on firm competitiveness. The upward revision of the minimum wage in
May 2010 is unlikely to have a serious negative effect on the private sector.

Financial Sector
Tanzania’s financial system remains stable and sound thanks to several years of successful financial reforms. The
global financial crisis seems to have had a minimal effect on the domestic financial system despite most banks
being foreign owned. While the growth of credit to the private sector increased from 17% in 2010 to 30% in
2011, financial deepening (M3/GDP) increased from 32% in 2010 to 34% in 2011, and is projected to increase to
36% in 2012. The banking sector maintains a healthy capital adequacy ratio, usually above the required
minimum level of 10%. Banks’ average liquidity ratio stands at 45% against the required 20%. Banks’ credit to
all major economic activities experienced higher annual growth rates in 2011. The share of financial
intermediation in GDP has remained around 9% for 2010 and 2011 and should remain at that level in 2012. The
leading borrowing sectors in the economy have been trade, agriculture and fishing, transport and
communication, as well as manufacturing activities, which have also been the main drivers of growth.

The liberalised financial sector has become more competitive and the quality of financial services has improved
with the entry of foreign banks. However, such services are mostly confined to urban areas. Fewer than 10% of
the population in rural areas have access to banking services. There is also a high interest rate spread, making
bank borrowing costlier, especially for small-scale enterprises and individuals.

Public Sector Management, Institutions & Reform
At central government level, Tanzania has a well-established budget planning and formulation process, which is
relatively transparent and participatory, involving a wide range of stakeholders including members of
parliament and civil society. The Tanzanian budget is considered to be fairly comprehensive with detailed
macroeconomic assumptions, and a detailed economic review of the previous calendar.

During the 2010/11 fiscal year more than 70% of the budget was allocated to strategic interventions under the
national development plan. The budget process at local government level continues to be complicated by the
reliance on central government funds that are only appropriated after the approval of the Local Government
Authority (LGA) budget by the council.

Budget planning is sometimes disrupted, and spending quality reduced, by internally generated revenue,
project-related development assistance, unallocated funds and the deviation of actual budgetary outcomes from
forecasts (expenditure overruns and revenue shortfalls). Consequently, the translation of policy and plans into
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effective and efficient budget execution remains a challenge. Furthermore, the degree of transparency of the
process varies and is further complicated by the multiplicity of planning processes at the local level. Despite the
progress made over the years, weak cash management procedures continue to complicate meaningful budget
execution. For example, the weaknesses in the payroll controls make it difficult to manage salaries and wages,
the bulk of the public agencies’ recurrent expenditures.

At central government level the implementation of the first stages of the Integrated Financial Management
System (IFMS) has improved the availability, timeliness and usefulness of financial information. By 2011, 105 out
of 133 LGAs were part of the IFMS, significantly increasing the timeliness and quality of expenditure information
produced by these units.

Another notable development is the introduction of the international public sector accounting standards (the
cash-basis IPSAS) for government accounts, which has improved accounting, recording and reporting.

Natural Resource Management & Environment
Tanzania has introduced policies and laws ( e.g. Forest Policy of 1998, Forest Act of 2002 and Environmental
Management Act of 2004) to ensure that its abundant natural resources are managed effectively. Their
implementation, however, is still undermined by gaps in human resources and institutional capacity.

Public investments in natural resource management remain weak relative to the sector’s importance to
sustainable development, revenue generation, and contribution to household incomes. Likewise, the mining
industry’s tax potential has yet to be realised, although mineral exports currently account for about half of
Tanzania’s exports. In an attempt to address these issues, the government introduced The Mining Act of 2010.
The act raised the royalty rate from 3% to 4% and made provision for the government to hold stakes in future
mining projects.

Political Context
Tanzania continues to enjoy relative peace vis-à-vis much of sub-Saharan Africa. During much of 2011, the
government was under growing pressure as economic hardships, corruption allegations and calls for
constitutional reforms continued to dominate national politics. The main opposition party, Chadema, which uses
"people power" as one of its popular political slogans, threatened to organise nationwide demonstrations for
change. On one occasion, opposition leaders even gave the government an ultimatum to fix the economy,
tackle large-scale bribery and deliver a new constitution - or face mass protests.

Going forward in 2012, constitutional reforms, divisions in the ruling Chama Cha Mapinduzi (CCM) party and a
chronic power crisis are some of the key issues expected to dominate politics in the medium term. An all-
inclusive team should be appointed to assess the people’s views in the second quarter of 2012 – and to come up
with a draft of a new constitution. It should be in place by 2014, a year before the next parliamentary and
presidential elections. A referendum is likely to be called once the final document has been approved by a
constituent assembly. There are accusations that the country’s main law, adopted in 1977 under one-party rule,
favours the long-dominant CCM party and denies citizens fundamental rights and liberties. In the meantime the
opposition parties want to limit presidential powers, introduce electoral reforms, allow independent candidates
to stand for parliament and the presidency. They also want it to be possible to challenge presidential poll results
in court.
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Social Context & Human Development

Building Human Resources
Tanzania has made considerable progress in developing its human resources in recent years. Despite a drop in
net primary school enrolment from 95.9% in 2009 to 95.4% in 2010, Tanzania is likely to achieve the
Millennium Development Goal (MDG) target of achieving universal primary education by 2015. Roughly equal
numbers of boys and girls now make the transition to secondary education. The primary education completion
rate has improved from 53% in 2009 to 62.3% in 2010. Meanwhile, the secondary school net enrolment ratio
has improved from 30.8% in 2010 to 34.5% in 2011. However, the quality of education is a great concern as
reflected by a high pupil/teacher ratio of 48/1 in 2011 and a low pass rate of 53.5% at the primary level.

Infant mortality has dropped from 58 per 1 000 live births in 2007/08 to 51 per 1 000 live births in 2009/10
while under-5 mortality has declined from 91 per 1 000 live births to 81 per 1 000 live births during the same
period. Underlying these successes are the continued implementation of the Reproductive, Child Health
Strategic Plan and the Road Map Strategic Plan to Accelerate Reduction of Maternal, Newborn and Child Deaths
and the child immunisation programme. As such, Tanzania is likely to achieve both targets of MDG 4.

Tanzania managed to record a modest but important reversal of a deteriorating trend in maternal mortality in
2010. Despite this drop in the maternal mortality rate from 578 in 2005 to 454, it is unlikely to achieve the
MDG target because of slow progress in the past. The proportion of births attended by a health professional has
dropped from 63% in 2008 on the mainland to 50.6% in 2010 (however, this indicates a slight increase when
compared with the 2004-05 Tanzania Demographic and Health Survey, or TDHS). Zanzibar also experienced a
similar drop in the share of births attended by a skilled health professional.

Tanzania has made significant progress in containing the spread of HIV. The HIV prevalence rate in the 15-24
age group dropped to 2.5% in 2007. For the 15-49 age group, the prevalence declined from 7.0% in 2003 to
5.7%  in 2007. Despite the drop in prevalence over the years, several challenges remain. Among the most
vulnerable groups, the rate of HIV is rising and there are regions with prevalence rates as high as 15%. Progress
in the reduction of prevalence among women is slow.

Poverty Reduction, Social Protection & Labour
The high and persistent rate of poverty in Tanzania, despite high economic growth, has been at the centre of
the development debate since the release of the most recent (2007) Household Budget Survey. It showed
poverty declining from 35.7% in 2001 to 33.6% in 2007 while the share of people suffering from hunger
dropped from 19% to 16.6%. However, the absolute number of poor has increased by 1.3 million. Projections
based on a 2009 biannual survey (it supplements the Household Budget Survey conducted every five years)
indicate that the rate of poverty remains at 34%. It is against this background that the new national
development agenda, MKUKUTA II, was designed with a greater focus on making growth more broadly based
and pro-poor. Among the key goals under the strategy are: i) reducing poverty by promoting inclusive,
sustainable and employment-enhancing growth; ii) creation and sustenance of productive and decent
employment, especially for women, youth and people with disabilities; and iii) food and nutrition security. The
“Kilimo Kwanza” or “agriculture first” initiative, designed to reduce poverty through increased productivity in
agriculture, has been an integral part of the development strategy. The strategy targets poverty reduction from
current levels to 24% by 2015 – still higher than the MDG target of 19.3%. Priorities include clean water
provision and irrigation, financial and insurance services, value addition and trade and export development.

Another important goal is the provision of adequate social protection to the vulnerable and needy groups.
Taking note of the growing social and economic vulnerability of the majority of Tanzanians, the draft National
Social Protection Framework (2011) provides guidelines to improve the co-ordination and enforce
implementation of social protection interventions that ensure improved livelihoods for the poorest and most
vulnerable groups. This re-emphasises the need for scaling up social protection interventions such as pensions
(including income transfers) and insurance schemes as well as strengthening and implementing laws related to
social protection.

The national development plan, MKUKUTA II (for the period 2011-15), demonstrates the government’s
commitment to accelerating growth and poverty reduction. However, its success will depend very much on the
effectiveness of its implementation as well as its ability actually to mobilise the necessary resources both
domestically and externally. Lower than expected revenue collection and over expenditure could add further
pressure on borrowing.

In 2009 Tanzania introduced the Law of the Child Act. The Act consolidates laws relating to children, stipulates
the rights of the child, and provides provisions to protect and maintain the welfare of a child in light of
international and regional conventions. A new Regulation of Wages and Terms of Employment Order 2010 came
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into effect in May 2010, stipulating new minimum wages for different sectors. This could have negative
implications for employment in a scenario of a wide public-private earnings gap, given the level of urban youth
unemployment/underemployment. As per National Panel Survey 2009, agriculture still dominates in
employment provision with no transformation within the rural areas while urban unemployment has risen in
recent years.

Gender Equality
Tanzania has made significant progress towards gender equality, ratifying key international and regional policy
instruments such as the Convention on the Elimination of all Forms of Discrimination against Women (CEDAW)
and the SADC Protocol on Gender Equality. It has strengthened the gender equality aspects of the country’s
constitution to increase representation of women in parliament and local government. Particular emphasis was
placed on gender equality in the new national development agenda, MKUKUTA II, unveiled in 2010.

Notable achievements are gender equality in primary and secondary schools – two of the MDG targets.
Although there is a wide gap (32%) at the tertiary level, it indicates a sharp improvement from the 63% gap of
2005. A similar gap (32.1%) existed in university enrolment in 2008 – the same as in 2006. About 19% of
women (5% for men) aged between 15 and 49 years did not have formal education in 2010. Women’s
representation in parliament has increased from 30% in 2005 to 36% in 2010. The gender gap in labour
participation remained at around 5% in 2008. The Human Development Report 2011 ranks Tanzania at 119 out
of 146 countries in the Gender Inequality Index and compares relatively well with neighbouring countries.
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Thematic analysis: Promoting Youth Employment

The most recent data on youth employment in Tanzania date back to 2001 and 2006 from the respective
Integrated Labour Force Surveys (ILFS) conducted by the National Bureau of Statistics. Youth unemployment
rates remained stable between 2000/01 and 2006, at just under 9%. The rate for young people not in education
and not in employment, however, fell from 12.1% to 9.0% over this same period. Taken together, this suggests
some improvements in enrolment rates and increasing employment-to-population ratios among the youth.
Although the urban/rural disparities persist with respective youth unemployment rates of 24.4% (urban) and
3.2% (rural) in 2006, the trend for young people in urban areas decreased from 3.7% between 2001 and 2006.
The pattern for the rates of youth not in education and not in employment is similar: urban/rural differences
persist, and a slight improvement is evident in particular for the urban youth population. Over the period 2001-
06 young women faced higher unemployment rates than their male counterparts (for example, 10.1% to 7.4%
in 2006).

The population most at risk of unemployment is generally the educated youth entering the labour market for
the first time (the youth unemployment rate of 8.8% in 2006 is just under twice that of the total labour force,
4.7%). One reason for higher youth unemployment rates is that first-time job seekers, who are mainly young,
face greater difficulty owing to lack of work experience and, often, limited access to job vacancy information.
Another reason is that younger workers have higher job turnover rates because of lack of skills and training, the
lack of credit facilities for self-employment and problems of transition from school to work. At each transition,
they risk a new spell of unemployment. Finally, more educated young people, who tend to be concentrated in
the urban areas, may also hold out for either better-paying or more secure jobs, as urban areas potentially offer
diverse employment opportunities. Even in the rural areas, which offer unique opportunities because young
people learn different skills from childhood, employment is limited during the off-farming season because there
are not enough off-farm activities to occupy them.

Generally there are still inadequate employment opportunities being created. There is also a persistent issue of
the quality of jobs being created, with most of them in the informal economy and carried out by own-account
and contributing family workers. Continuing uncertainties in the global economy, though not yet reflected in
national statistics, could create additional difficulties, in particular with respect to the tourism industry and
export-oriented sectors. Lack of sufficient employment opportunities for young women, who have increasingly
participated in the labour market, further complicates the situation. Moreover, women’s marginalisation in the
labour market continues (as evident from higher informality and a greater risk of unemployment).

Youth development is a national priority in Tanzania, and the country has had a national uouth development
policy dating as far back as 1996. Because youth development activities touch almost all sectors of development,
the Youth Development Policy requires that all relevant government agencies incorporate youth issues in their
sectoral policies, programmes and projects to ensure successful implementation. The sectors most relevant to
youth development include health, education, natural resources and tourism, finance, communication and social
services, minerals, non-governmental organisations, private companies, communities and families. In theory, all
these have the responsibility of implementing youth development activities. The ministry responsible for youth
development (currently the Ministry of Information, Youth and Culture) is the overall co-ordinator and monitor
of all youth development activities in the country. In addition this ministry has the responsibility of formulating
youth development policy and setting guidelines for its implementation.

In practice, however, there are currently few dedicated youth employment programmes by the government.
Instead, government interventions consist mostly of a combination of programmes and strategies that can
involve the Education and Training Policy (ETP), the Education Sector Development Programme (ESDP), the
Secondary Education Development Programme (SEDP), the Higher Education Development Programme (HEDP),
the Folk Education Development Programme (FEDP), the Adult and Non-formal Education Strategy (ANFES), the
Teacher Development and Management Strategy (TDMS), the Vocational Education Act, the Technical Education
and Training Policy, and Higher Education Policy. The government has also implemented cross-sectoral
programmes such as the Tanzania Social Action Fund (TASAF). The main result of these programmes has been
increased access to education at all levels, but without necessarily addressing the issue of youth employment.
The rapid increase in enrolment has also led to challenges with regard to quality because of overstretched
educational infrastructure as well as human resources.

A key instrument for addressing the issue of youth employment is the Vocational Education and Training Act,
enacted by the parliament in 1994 to guide the vocational education and training (VET) system in Tanzania. The
act established the Vocational Education and Training Authority (VETA) as an autonomous government agency
charged with an overall responsibility for co-ordinating, regulating, financing, providing and promoting
vocational education and training. Currently, the demand for VETA’s services far outstrips its existing capacity to
deliver vocational training, despite considerable assistance from development partners including the African
Development Bank. Moreover, technical and vocational education and training has received a declining share of
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public funding in recent years, despite increased enrolment and the critical role it plays in human resource
development and economic growth. Consequently, the most of the country’s young people have been left
behind with low basic skills and reduced employability.
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