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• Real GDP growth is projected to remain robust, at above 
6%, supported by public investment in infrastructure. 

• Due to uncertainties in financing its budget, the Govern-
ment is expected to maintain tight fiscal and monetary 
policies as it continues to rationalize public spending and 
contain inflation.

• The country faces significant challenges in infrastructure 
financing. Efficient use of both concessional and non-con-
cessional sources should be augmented by mobilizing 
non-traditional sources, including the private sector. 

 
OVERVIEW

Tanzania’s economy has continued to perform strongly, growing 
at 6.7% in 2017—driven by good performances in construction, 
mining, transport, and communication. Growth is projected to 
remain above 6% in 2018 and 2019, making Tanzania one of 
the fastest growing economies in Eastern Africa. Medium-term 
growth prospects are supported by expansion of public invest-
ments, including ongoing construction of the USD 1.22 billion 
standard gauge railway line from Dar es Salaam to Morogoro, 
as well as related investments aimed at stabilizing power gener-
ation in the country, notably the Kinyerezi I and II gas-to-electric-
ity projects. The inflow of foreign direct investment (FDI) to nat-
ural resource sub-sectors will also be key in boosting growth. 
Although economic growth has remained high, the findings of 
the recent household budget survey indicate that 28.2% of Tan-
zanians are poor, and that the incidence of poverty is higher in 
rural areas than urban ones.

Tanzania’s fiscal position remains healthy. The Government 
continues to implement public expenditure rationalization 

measures to improve revenue mobilization and keep the fiscal 
deficit within sustainable limits. In fiscal year 2016/17, domes-
tic revenue mobilization fell short of the target by about 10%, 
mainly because the target was over-ambitious. The fiscal deficit 
is projected to fall from about 4.3% of GDP in 2017/18 to 3.5% 
of GDP in 2018/19. Monetary policy has remained relatively 
tight, but sufficiently accommodative to support the expansion 
of private sector credit in recent months. Inflation has been 
stabilized at single digit levels, and the external reserves posi-
tion has remained solid, currently sufficient to cover 6 months 
of imports. Tanzania’s public debt is estimated at 38% of GDP 
and, based on the recent debt sustainability analysis, the risk 
of debt distress remains low. Tanzania’s financial sector has 
remained sound, stable, and profitable, with both capital and 
liquidity levels exceeding the regulatory requirements.

The major constraint on Tanzania’s growth has been inadequate 
infrastructure, particularly its power supply and transport facil-
ities. The infrastructure deficits are more acute in rural areas. 
Infrastructure development is a priority for the Government 
which has several multi-year master plans and programmes 
in place. However, their implementation has been slowed by 
lack of financing. The share of infrastructure spending in the 
total budget has averaged 20% over the past five years. The 
main sources of funding have been external concessional and 
non-concessional borrowing by the Government. Projected 
public financing for infrastructure in the Government’s five year 
development plan (FYDP II: 2016/17-2020/21) stands at about 
USD 3 billion per annum. To address the shortage of financial 
resources for infrastructure, the Government may consider the 
following: (i) expedite processes to secure a credit rating, which 
would enable the country to access international capital mar-
kets; (ii) optimize concessional resources from bilateral and mul-
tilateral development partners; (iii) institute legal and regulatory 
frameworks, including procurement procedures and investment 
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promotion and facilitation measures, that will enhance the par-
ticipation of non-State actors in infrastructure financing, par-
ticularly the private sector. Other non-traditional sources could 
include public-private partnerships (PPPs); the creation of a nat-
ural resource fund; issue of local Government/municipal bonds; 
issue of diaspora bonds; issue of infrastructure bonds. 

RECENT DEVELOPMENTS  
AND PROSPECTS 

The performance of Tanzania’s economy has remained strong. 
It recorded real GDP growth estimated to be 6.7% in 2017, 
slightly lower than in 2016 (7%). Growth was driven by good 
performance in transport and communication, construction, 
mining and quarrying, electricity, and tourism. The expansion of 
economic activity was held back slightly by stagnating credit to 
the private sector. Growth is projected to remain strong in the 
medium term, driven by good performances in the services and 
manufacturing sectors, by public infrastructure investment and 
by the discovery of natural gas. These factors, coupled with the 
Government’s efforts to promote industrialization, including the 
establishment of industrial parks, will help to expand economic 
activity in the medium term.

Real GDP growth has benefited from continued FDI inflows, 
which have averaged 4% of GDP over the past five years. FDI 
inflows are projected to remain in the same range in the medium 
term, mainly due to projected inflows from the extractive sector, 
including natural gas and minerals. In the medium to longer 
term, Tanzania’s growth prospects will be significantly boosted 
by the recent discoveries of natural gas, currently estimated to 
amount to 57 trillion cubic feet of recoverable resources. The 
country’s natural gas resources will generate investment flows, 
increased Government revenue, power, and additional benefits 
to the local economy. In the meantime, although major produc-
tion investments in liquefied natural gas (LNG) have yet to take 

off, about half the country’s power generation is from gas-fired 
plants. This has helped reduce the fuel import bill from USD 4.3 
billion in 2013 to USD 3.3 billion in 2017. In the medium to long 
term, generation of electricity from gas will result in more reliable 
and affordable energy for the economy. In April 2018, part of 
Kinyerezi II project (a gas fired plant) became operational, adding 
167.8 MW to the national grid. A further 185 MW will be added 
to the grid following completion of ongoing work to extend the 
Kinyerezi I gas-fired plant. The conclusion of these projects, that 
will use natural gas piped from Mnazi Bay in Mtwara, will result 
in savings on oil imports of approximately USD 1 billion. 

Tanzania’s medium-term prospects will be boosted by the 
planned USD 3 billion investment in iron and coal develop-
ment by China’s Sichuan Hongda Co. Ltd in Mchuchuma and 
Liganga. The Government has already signed an investment 
contract with the Chinese company, and negotiations are ongo-
ing to finalize regulatory agreements and commence implemen-
tation. The planned investment includes construction of the 
Mchuchuma integrated coal mine, a 600 MW thermal power 
station, and the Liganga iron ore mine in southern Tanzania. 
Sichuan Hongda will own 80% of the joint venture project; the 
remainder will be held by Tanzania’s State-run National Develop-
ment Corporation (NDC), which could increase its share to 49% 
after Sichuan Hongda has recovered its investment. The two 
parties (NDC and Sichuan Hongda) have created a joint venture 
company for the project, the Tanzania China International Min-
eral Resources (TCMR). According to NDC, the Liganga area is 
rich in iron, vanadium, and titanium, with estimated reserves of 
between 200 and 1 200 million metric tons, while Mchuchuma 
has estimated coal reserves of more than 480 million tons.

Despite its strong economic performance, Tanzania’s growth 
is not sufficiently broad based, and poverty levels remain high. 
The results of a recent household budget survey indicate that 
28.2% of Tanzanians are poor, and that the poverty incidence 
is higher in rural areas (33%) than in urban areas (21.7%). 

TABLE 1. Macroeconomic indicators

 2016 2017(e) 2018(p) 2019(p)

Real GDP growth 7.0 6.7 6.6 6.4

Real GDP per capita growth 3.8 3.6 3.5 3.3

CPI inflation 5.2 5.3 5.2 5.1

Budget balance (% of GDP) -3.7 -1.4 -4.3 -4.1

Current account (% of GDP) -4.5 -1.8 -4.5 -4.1

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Agriculture remains the mainstay of the Tanzanian economy, 
employing about two-thirds of the workforce and supporting the 
livelihoods of three-quarters of the population. However, growth 
in the agriculture sector averaged less than 4% in the last five 
years. The reasons include poor infrastructure, lack of storage, 
and low productivity because of continued dependence on rain-
fed agriculture, lack of irrigation, and inadequate mechanization. 
To achieve broad-based growth, Tanzania needs to transform 
the rural economy by significantly raising agricultural productiv-
ity. Growth will also become more inclusive as jobs are gener-
ated in the non-farm sector, creating more urban opportunities 
for young people.

MACROECONOMIC POLICY

Fiscal policy 
Tanzania’s fiscal position remains healthy. The Government con-
tinues to implement public expenditure rationalization measures 
to improve revenue mobilization and keep the fiscal deficit within 
sustainable limits. In fiscal year 2016/17, domestic revenues fell 
short of the target by about 10%. Despite this, actual domestic 
revenue collection of TZS 16.6 trillion in FY 2016/17 was 18% 
higher than in the previous fiscal year. The revenue shortfall 

in 2016/17 was due to the over-ambitious target rather than 
a failure in revenue collection. Domestic revenues in 2016/17 
amounted to 14% of GDP, up from 13% of GDP in the previous 
fiscal year. The tax revenue performance in 2016/17 was due to 
improved monitoring of revenue potential, and increased com-
pliance by Government institutions with respect to withholding 
tax on payments for goods and services and efforts to recover 
tax arrears. However, despite the modest progress in domestic 
resource mobilization, there is room for improvement. In par-
ticular, it will be important to broaden the tax base. A major 
challenge is that the economy remains highly informal; most 
areas, including agriculture, are difficult to tax or characterized 
by very low revenue yields. 

The Government’s net spending is expected to increase 
from just over 17% of GDP in 2016/17 to about 22% of GDP 
in 2017/18, partly supported by external non-concessional 
financing secured early in 2017/18. The wage bill is expected 
to increase slightly from 5% of GDP to around 5.5% of GDP in 
2017/18, and is projected to increase to about 6% of GDP in 
2018/19 on account of recruitments that are needed to address 
human resource gaps in the health and education sectors. The 
fiscal deficit is projected to decrease from about 4.3% of GDP in 
2017/18 to around 4.1% of GDP in 2018/19. 

TABLE 2. GDP by sector (percentage of GDP)

2011 2016

Agriculture, forestry, fishing and hunting
of which fishing

32.4

2.2

31.5

2.1

Mining and quarrying 
of which oil

5.6

–

5.2

–

Manufacturing 8.4 5.5

Electricity, gas and water 1.2 1.4

Construction 9.1 15.1

Wholesale and retail trade; repair of vehicles; household goods; restaurants and hotels
of which restaurants and hotels

13.3

1.5

12.7

1.1

Transport, storage and communication 8.3 6.8

Finance, real estate and business services 8.5 6.0

Public administration and defence, security 7.0 10.5

Other services * 6.2 5.3

Gross domestic product at basic prices / factor cost 100.0 100.0

* Other services include education, health and social work and other services. 

Source. Data from domestic authorities.
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Monetary policy 
The Bank of Tanzania (BOT) has continued to pursue a pru-
dent monetary policy approach with the objective of support-
ing economic growth and maintaining price stability. Imple-
mentation of monetary policy is largely through reserve money 
targeting, but the Bank of Tanzania has indicated its decision 
to move to an interest-rate-based monetary policy frame-
work. Measures taken to ensure a seamless transition to the 
new monetary policy framework include the development of 
an electronic interbank cash market-trading platform, opera-
tional guidelines for an interbank cash market, and a general 
master repurchase agreement to improve repo operations. In 
the meantime, the primary monetary policy instruments used 
include sale of Government securities, foreign exchange oper-
ations, repurchase agreements, and stand-by facilities (namely, 
the discount window and Lombard facility). Annual growth of 
extended broad money supply recovered to 9.5% in January 
2018, compared to annual growth of 4.6% recorded in January 
2017, but remained below the projected annual growth target of 
at least 12%. The BOT continued to maintain an accommoda-
tive monetary policy in order to stimulate expansion of credit to 
the private sector. Policy measures taken by the BOT include: 
the injection of liquidity into the economy, mainly through the 
purchase of foreign exchange from the domestic market, foreign 
exchange swap deals, and reverse repo operations; provision of 
short-term loans to banks; and reduction of the discount rate 
from 12% to 9% since August 2017. Partly in response to these 
measures, bank credit to the private sector recovered slightly 
to 2% annual growth in the year ending January 2018, from an 
average contraction of about 1.5% recorded in September and 

October 2017; it nevertheless remained lower than the 5.1% 
annual growth recorded in January 2017.

Prudent monetary policy, coupled with stability in food supply, 
have helped to stabilize inflation at single digit levels. Inflation 
averaged 5.3% in 2017, declining to 3.9% in March 2018. Tan-
zania continued to maintain a solid external reserve position; 
at the end of January 2018, gross official reserves were suffi-
cient to cover 6 months of imports of goods and services. The 
exchange rate of the Tanzanian Shilling (TZS), relative to the 
US Dollar (USD) and other major foreign currencies, remained 
stable. The Shilling lost about 1% of its value against the  
US dollar in the last year, dropping slightly from a weighted aver-
age annual exchange rate of TZS 2 240.4 per USD in 2017 to 
TZS 2 257 per USD in the early months of 2018. 

Economic co-operation, regional integration  
and trade 
Tanzania has signed, ratified, and continues to implement most 
of the protocols and agreements of key regional economic 
integration and co-operation bodies. Tanzania is also a signa-
tory to the COMESA-EAC-SADC Tripartite agreement, which 
aims to deepen economic integration and create a conducive 
environment for economic growth and trade. The tripartite 
agreement focuses on four areas: free trade; transport and 
trade facilitation; infrastructure development; and trade-related 
mechanisms. Since 2014, Tanzania has been implementing 
the EAC Single Customs Territory. This involves the removal 
of duties and other restrictive regulations and minimize inter-
nal border customs controls on goods moving through Partner 

TABLE 3. Public finances (percentage of GDP)

2008/09 2013/14 2014/15 2015/16 2016/17(e) 2017/18(p) 2018/19(p)

Total revenue and grants 
Tax revenue

Grants

16.3

11.9

3.7

15.1

12.1

1.9

14.6

11.6

1.7

15.4

13.3

0.5

15.9

12.9

0.7

17.7

13.7

0.7

17.4

13.9

0.9

Total expenditure and net lending (a)
Current expenditure

Excluding interest

Wages and salaries

Interest 

Capital expenditure

20.0

13.7

13.0

4.7

0.7

6.3

18.5

13.5

12.2

5.3

1.3

5.0

17.9

13.4

11.9

5.4

1.5

4.4

19.1

14.6

13.1

5.8

1.5

4.5

17.3

10.6

9.1

5.1

1.6

6.7

22.0

11.3

9.4

4.6

1.9

10.8

21.5

12.1

9.9

4.7

1.8

9.4

Primary balance -3.0 -2.1 -1.8 -2.1 0.2 -2.5 -2.2

Overall balance -3.7 -3.4 -3.3 -3.7 -1.4 -4.3 -4.1

(a) Only major items are reported.

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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States with the ultimate aim of achieving the free circulation of 
goods. As a result of these efforts, the volume of trade between 
Tanzania and its EAC peers has more than doubled in the last 
five years to exceed USD 1.4 billion in 2016, while trade with 
SADC countries also increased significantly from USD 1.4 bil-
lion to USD 2 billion. More gains in regional trade are expected 
from cross border services as countries harmonize regulatory 
frameworks and payments systems. Tanzania reiterated its 
commitment to the regional integration agenda by chairing the 
East Africa Community in 2016, and also chaired the SADC’s 
Organ on Politics Defense and Security Cooperation in 2017. 
In 2015, Tanzania hosted the first Central Corridor presidential 
round table and high-level industry and investor forum. This 
event brought together heads of State and several investors 
to discuss the removal of trade barriers and facilitating infra-
structure investment along the central corridor (the gateway 
for landlocked East African countries: Burundi, Eastern DRC, 
Rwanda, and Uganda). Improved transport and trade facilitation 
along the central corridor will reduce the cost of doing business 
and increase competitiveness not only for Tanzania, but also for 
the landlocked countries that depend on Tanzania for access 
to international markets. However, benefits from regional inte-
gration and economic co-operation continue to be constrained 
by low levels of competitiveness, the absence of adequate pro-
ductive capacity, challenges in accessing finance, and the poor 
state of infrastructure. 

Debt policy 
Tanzania’s total public debt has increased by about 51.4% over 
the past five years, growing from USD 17.7 billion in December 
2013 to USD 26.8 billion in December 2017, about 38% of GDP. 
External debt stock was estimated at USD 19.4 billion as of 
December 2017. It has risen by about 47% in the last five years 
and accounts for about 72% of all public debt. The most recent 
debt sustainability analysis (DSA) by the Government (2017) and 

by the IMF and World Bank (2016/17) indicated that Tanzania’s 
public debt remains sustainable in both the short and medium 
term. The risk of debt distress remains low due to the struc-
ture of its debt, which is largely concessional, and Tanzania’s 
high output growth forecasts and ambitious revenue collection 
targets. Tanzania’s borrowing and public debt strategy are cur-
rently guided by the 2015 medium term debt management strat-
egy, which aims to meet the Government’s financing require-
ments at the lowest possible cost with a prudent degree of risk, 
and develop domestic financial markets.

ECONOMIC AND POLITICAL 
GOVERNANCE

Private sector 
Tanzania’s private sector is dominated by a multitude of small 
enterprises (it is estimated that there is one enterprise for every 
four people), mostly in smallholder agriculture and small infor-
mal non-farm businesses. Over 90% of the enterprises are sole 
proprietorships and only 0.6% employ over 10 workers. The pri-
vate sector employs an estimated 95% of the workforce and 
accounts for about 75% of gross fixed capital formation. The 
Government of Tanzania recognizes the private sector as an 
engine of growth and maintains a favourable attitude toward 
FDI. The authorities have undertaken various reform measures 
to improve the investment climate and overall business envi-
ronment. For instance, it has simplified the procedures and 
regulations for business establishment and exit, and strength-
ened market competition frameworks. The World Bank’s Doing 
Business index ranked Tanzania 132 of 180 countries in 2017, 
a rise of 12 ploaces over 2016 (when it was ranked 144). It 
nevertheless takes 11 procedures and 28 days to start a busi-
ness in Tanzania, and starting a business is estimated to cost 
42.9% of average per capita income, which is higher than in 

TABLE 4. Current account (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Trade balance
Export of goods (f.o.b)

Import of goods (f.o.b)

-8.9

11.5

20.4

-11.6

10.5

22.1

-9.7

11.4

21.1

-5.8

11.6

17.4

-4.2

9.4

13.6

-7.4

10.8

18.2

-6.9

10.3

17.2

Services 0.5 1.5 1.5 2.8 3.6 4.1 3.9

Factor income -0.9 -0.7 -0.8 -2.2 -2.3 -2.3 -1.8

Current transfers 3.1 1.0 1.0 0.8 1.1 1.1 0.8

Current account balance -6.2 -9.8 -7.9 -4.5 -1.8 -4.5 -4.1

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Kenya (26.3% of income per capita) and in Uganda (33.6% of 
income per capita). In the 2016-2017 Global Competitiveness 
Index, Tanzania scored 3.5 (out of 7) on the burden of Govern-
ment regulation, and was ranked 35 (out of 137 countries); but 
it ranked 60 (score 3.7) on the effectiveness of anti-monopoly 
policy, and 99 on intensity of local competition (score 4.7). In 
the light of these mixed results with regard to the overall invest-
ment climate, the Government is implementing an ambitious 
reform plan to improve the business environment. It focuses on 
business registration and licensing reforms, tax administration 
reforms, regulatory reforms, and financial sector reforms.

Financial sector 
Tanzania’s financial sector remains heavily dominated by the 
banking sub-sector, which accounts for more than 70% of 
financial sector assets. The banking sector has overall remained 
sound, stable, and profitable; capital and liquidity levels both 
exceed regulatory requirements. A recent financial stability 
report by the Bank of Tanzania found that the ratio of core cap-
ital to total risk weighted assets and off-balance sheet expo-
sures was 18.9% at the end of December 2017, compared to 
the legally required minimum of 10%; the ratio of liquid assets to 
demand liabilities stood at 40.3%, significantly above the mini-
mum regulatory requirement of 20%. In the last year, however, 
the quality of banking sector assets deteriorated, evidenced by 
the ratio of non-performing loan (NPLs) to gross loans, which 
increased from 10.6% in June 2017 to about 12% in January 
2018. To address the situation, the BOT directed banks with 
high levels of NPLs to formulate and implement strategies to 
reduce the ratio to a maximum of 5%. The BOT also made it 
mandatory for all banks and financial institutions to make use of 
credit reports when they appraise credit applications. 

According to a recent financial sector survey by FinScope 
2017, access to financial services in Tanzania has continued to 
increase. About 65% of the adult population use formal financial 
services, compared to 58% in 2013. Recent growth in mobile 
money services has significantly boosted access to financial 
services. In 2016 Tanzania became the first country in the world 
to achieve full interoperability, making it possible for users of 
different mobile money services to transact directly with each 
other. According to the Bank of Tanzania’s financial stability 
reports, continued growth in the volume and value of transac-
tions operated by mobile phone has positioned Tanzania as a 
world leader in terms of registered users. More than 80% of the 
adult population uses the service. The recent FinScope survey 
results indicate that only about 28% of the population is com-
pletely excluded from any form of financial service, a significant 
improvement on the previous survey (2013) survey, when about 
34.4% of population were completely excluded. Despite these 
developments, Tanzania’s financial sector is still shallow and 

remains unable to efficiently and effectively mobilize resources 
to finance the country’s development objectives. It is character-
ized by a nascent stock market, a small insurance sub-sector, 
and a narrow range of financial instruments for long term and 
development financing. Access to financing remains a persis-
tent constraint on the development of Tanzania’s private sector. 

Public sector management, institutions  
and reforms 
Tanzania maintains a sound public management system, has 
mechanisms for policy co-ordination, and clear and functional 
administrative structures. All State matters are controlled by the 
Government of the United Republic of Tanzania and the Revolu-
tionary Government of Zanzibar. The Government of the United 
Republic has authority over all union matters in the Republic, as 
stipulated by the Constitution, and also administers all non-un-
ion matters in Mainland Tanzania. The Revolutionary Govern-
ment of Zanzibar has authority in what is officially known as Tan-
zania Zanzibar over all non-union matters. The Government is 
well structured into ministries, departments, agencies, and local 
authorities, allowing effective policy co-ordination. Institutionally, 
the administration is sufficiently stable, with no ad-hoc changes 
that would compromise the continuity of policy implementa-
tion and co-ordination. Although the President has powers 
to form, or restructure ministries, departments or agencies, 
the process involves cabinet and parliamentary approval. The 
institutional stability of the administration has helped to ensure 
policy consistency and predictability. However, despite good 
policies, strategies and mechanism for public service delivery, 
the Government still lacks capacity for implementation. It has 
continued to undertake public service reforms to establish more 
transparent system for managing and delivering public services. 
While progress has been made in reforming the civil service, 
significant challenges remain, particularly in terms of the overall 
quality of public service delivery. Weaknesses include insuffi-
cient manpower, inefficient public resource use, and inadequate 
coverage. Low pay continues to be an issue throughout Gov-
ernment and hinders the Government’s ability to attract, retain, 
and motivate key groups of employees.

Natural resource management  
and the environment
Tanzania’s economic growth relies to a significant extent on nat-
ural resources and climate-sensitive sectors including agricul-
ture. Moreover, the current two main exports, gold and travel/
tourism, which together account for more than a third of the 
country’s export earnings, depend directly on the environment, 
as do the recent natural gas discoveries that are expected to 
increase this share. Tanzania has embraced international com-
mitments aimed at achieving green growth and is undertaking 
several related actions. They include: (a) conservation of the 
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natural environment and actions to minimize climate change 
effects, as set out in the United Nations Framework Convention 
on Climate Change (UNFCCC) and other global programmes 
such the United Nations Collaborative Programme on Reduc-
ing Emissions from Deforestation and Forest Degradation in 
Developing Countries (UN-REDD); (b) support to sustainable 
agriculture, livestock and fisheries, in co-ordination with the 
Food and Agriculture Organization (FAO), including promotion of 
zero tillage; (c) promotion of sustainable cities and urban plan-
ning, in co-ordination with UN-Habitat; (d) conversion of old and 
inefficient production and processing systems to more efficient 
and less polluting technologies, funded by agencies such as 
the Global Environment Facility (GEF); and (e) mainstreaming 
green growth in all projects funded by multilateral and bilat-
eral agencies. The country has a comprehensive policy frame-
work for climate change, which includes: (a) a national climate 
change strategy (2012); (b) guidelines for integrating climate 
change adaptation into national sectoral policies, plans and pro-
grammes (2012); (c) national adaptation strategies and action 
plans (2007, 2009); (d) a strategy for urgent actions on land deg-
radation and water catchments (2006); and (e) a national strat-
egy on conservation of coastal and marine environments, lakes, 
dams and rivers (2010). A climate change adaptation informa-
tion toolkit has been developed to guide farming communities 
when they plan, implement and manage adaptation measures. 
Financing for these frameworks still remain a challenge; most of 
these initiatives remain reliant on donor funding. 

Political context 
Tanzania has remained politically stable and peaceful. It held 
a successful peaceful general election in October 2015 when 
power transferred to a new President, Dr. John Pombe Magu-
fuli. The new president has demonstrated a strong commitment 
to addressing governance challenges, reducing Government 
expenditures, and improving public service efficiency. Another 
significant political development in recent years has been the 
preparation of a new constitution, which is expected to replace 
the existing 1977 Constitution. In recent years, Tanzania has 
experienced increasing political dynamism. Signs of this include: 
(i) increasing political competition in the country and a growing 
number of active civil society organizations; (ii) free debate on 
a wide range of issues, including corruption, youth unemploy-
ment, Islamic courts, the new constitution, and natural resource 
exploration and exploitation; and (iii) the increased autonomy 
and independence of oversight bodies that enforce good gov-
ernance and accountability in the public sector, including Parlia-
ment and the office of the Controller and Auditor General (CAG). 

Transparency International’s Corruption Perception Index (CPI) 
ranked Tanzania 103 out of 180 countries in 2017, with a score of 
32, 13 places higher than in 2016 (116 with a score of 36). Apart 

from Rwanda (48), Tanzania ranks higher than all its neighbours, 
including Kenya (143), Uganda (151) and Burundi (157). Recent 
gains in the corruption perception index are mainly due to the 
new administration’s efforts to root out corruption and restore 
discipline in the public service. Tanzania’s rank and score in the 
Mo Ibrahim Index of African Governance also improved slightly, 
from 18 out of 54 countries in 2016 (56.5 points) to 17 in 2017 
(57.5 points). Tanzania’s performance is higher than the African 
average of 50.8, and also higher than the regional average for 
East Africa (45.2). While Tanzania scores better than the Afri-
can average in the governance category and political context 
categories, it scored less well on income inequality, and youth 
unemployment; these remain key downside risks that require 
urgent attention. 

SOCIAL CONTEXT AND  
HUMAN DEVELOPMENT

Building human resources 
Tanzania has made progress in social and human development 
as demonstrated by the rise in its higher Human Development 
Index (HDI) score from 0.352 in the 1990s to 0.476 in 2012 
and to 0.531 in 2016. Child health and nutritional status have 
improved over the past decade, leading to improvements in sev-
eral indicators. Life expectancy at birth has increased from 51 
years in the early 2000s to 61.8 years, while under-five mortality 
rates have declined from 112 per 1 000 live births in 2004/05 to 
67 per 1 000 live births in 2015/16. Also, recent Demographic 
and Health Surveys indicate that infant mortality rates declined 
significantly from 68 deaths per 1 000 live births in 2004/05 to 
43 per 1 000 live births in 2015/16. However, there have been 
mixed results in maternal mortality trends. Having declined from 
578 deaths per 100 000 live births in 2004/05 to 454 deaths 
per 100 000 live births in 2010, the rate rose again to 556 in the 
recent 2015/16 Demographic and Health Survey. Malnutrition 
remains a serious challenge, reflected in both poverty and food 
insecurity. Based on the 2015-2016 demographic and health 
survey, stunting declined from 42% in 2010 to 34% in 2015/16, 
while the proportion of children who were underweight declined 
from 16% in 2010 to 14% in 2015/16.

Progress has been made in education, as the Government con-
tinues to implement a range of programmes to raise standards 
in the sector. These include: the primary education development 
programme (phase II); the secondary education development 
programme; the teacher development and management strat-
egy; and the technical and higher education sub-master plan. 
The gross enrolment ratio in primary schools was above 90% 
in 2017, and gender parity has been achieved in basic educa-
tion. Pre-primary education has continued to expand; the gross 
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enrolment ratio has risen from less than 10% in the mid-2000s 
to 37% in 2016. To promote universal access to education, and 
minimize the number of children from poor families who drop 
out of school, in 2016 the Government introduced free basic 
education in secondary as well as primary schools. Despite the 
progress that has been made, the education sector continues 
to face several challenges. These include: inadequate school 
infrastructure, inadequate learning materials, shortage of quali-
fied teachers, school dropout especially among girls, and diffi-
culties with financing. 

Poverty reduction, social protection and labour 
While Tanzania has recorded impressive macroeconomic per-
formance in recent years, poverty has been slow to respond to 
economic growth. Official estimates from the household budget 
survey (HBS) indicated that 28.2% of Tanzanians were poor in 
2011-2012. Poverty is higher in rural areas (33.3%) than in urban 
ones (21.7%). At the same time, the rate of poverty has dropped 
from 34.4% in 2007, the largest reduction recorded by Tanzania 
for the past twenty years. The decline was largely due to the 
effect of poverty reduction strategies in the last fifteen years, 
which have made significant public investments to improve eco-
nomic and social infrastructure. Areas of progress include sig-
nificantly increased primary and secondary school enrolment, 
reduced infant and child mortality, and broader coverage of 
health services.

Notwithstanding these achievements, Tanzania’s main devel-
opment challenge is to make economic growth more inclusive 
and broad-based. This implies translating country’s macroeco-
nomic progress into employment generation, and offering equal 
opportunity to all irrespective of age, geography, and gender. 
Low productivity in the agriculture sector, the main source of 
employment, continues to peg back inclusive growth. Rapid 
population growth (2.7% per year), combined with a youthful 
population distribution (about 50% of the population are below 
the age of 15), also mean that an estimated 800 000 young 
people enter the domestic labour market every year, whereas 
this creates only about 630 000 jobs. High income inequal-
ity and youth unemployment remain key fragilities that require 
urgent attention. 

In light of the country’s high poverty rates (28.2% of the popula-
tion is classified as ‘basic needs poor’, and about 11% classified 
as ‘food poor’) the Government is implementing a comprehen-
sive social protection programme. The productive social safety 
net (PSSN) is funded through the Tanzania Social Action Fund 
(TASAF) and aims to protect vulnerable members of the pop-
ulation by assisting poor households to increase incomes and 
opportunities and improve consumption. The national social 
protection framework (NSPF) builds on existing family and 

community structures that have traditionally provided support 
to those most in need. It also covers vulnerable groups whose 
rights are unprotected, including orphans and vulnerable chil-
dren, widows, people living with HIV, youths, young mothers, 
people with disabilities, and the elderly.

Estimates from an integrated labour force survey (ILFS) sug-
gested that in 2014 the unemployment rate in Tanzania was 
about 10.3%, and that urban areas had a higher rate of unem-
ployment (14.1%) than rural ones (8.5%). The ILFS found that 
65.6% of the Tanzania’s workforce was employed in the agri-
cultural sector and over 86% of the workforce worked in micro, 
small and medium scale enterprises (MSMEs), including activ-
ities in agriculture. Untapped investment opportunities exist 
in the agribusiness, tourism, natural gas and mineral sectors, 
and associated industries, including real estate, construction, 
housing, and the financial sector. Private sector development 
has the potential to foster economic inclusion but is hampered 
by several challenges. These include: infrastructure gaps, espe-
cially in transport and energy; low access to finance; skills gaps 
and mismatches; and a lack of business development support  
services (such as business advisory services and business 
incubation support).

Gender equality 
Gender equality and empowerment are enshrined in the Consti-
tution, but institutional support will be necessary to deliver the 
objectives set out in Tanzania’s national gender development 
policy and strategy. The 1977 Constitution guarantees equal 
participation for women and men in social, economic, and politi-
cal activities, and the national gender development policy (2000) 
and strategy (2005) provides a framework for achieving gender 
equality; nevertheless, institutional and capacity gaps continue 
to limit the achievement of the goals articulated in these frame-
works. Tanzania’s gender inequality index improved slightly 
from 0.553 in 2014 to 0.544 in 2016, mainly due to the progress 
made in reducing inequality in basic education. Gender parity 
has been achieved in basic primary and secondary school 
enrolment, although disparities exist in secondary and higher 
education. The labour force survey in 2014 showed that 31% 
of women were employed in the non agricultural sector (com-
pared to 37% of men). Following the 2015 elections, 36% of 
parliamentarians are women. However, significant gender gaps 
still exist in employment. Most women are engaged in domestic 
and unpaid household labour with minimum benefits. According 
to the labour force survey, the proportion of women who did 
unpaid family work (52%) was more than twice the proportion of 
men (22%). Taking account of the informality of Tanzania’s econ-
omy, it is estimated that do far the largest part (more than 70%) 
of unpaid work in both agriculture and non-agricultural sectors. 
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THEMATIC ANALYSIS: 
INFRASTRUCTURE FINANCING 

Although Tanzania’s macroeconomic performance has been 
impressive in recent years, poor infrastructure remains the 
major constraint on growth and development of the economy 
as a whole and on growth and development of private sector. 
Problems of power supply and transport have been particularly 
evident, especially in rural areas. Tanzania scored 3.6 out 7 on 
quality of overall infrastructure in the World Economic Forum’s 
Global Competitiveness Index for 2014; its ranking of 82 (of 132 
countries) was a notable improvement on its ranking in 2014 
(124 of 148 countries). The power sector is characterized by 
exceptionally high demand coupled with limited supply, even by 
the standards of other low-income countries in Africa. 

Only about a third of the population has access to electricity. In 
the category of electricity services, the Global Competitiveness 
Index ranked Tanzania 110 (out of 137 countries) with a score 
of 3.1 (out of 7), a modest improvement on its 2014 rank of 148 
(with a score of 2.3). The Mo Ibrahim Index of African Govern-
ance in 2017 ranked Tanzania 36 out of 54 countries on infra-
structure, with a score of 36.1 (out of 100), significantly lower 
than the African average score of 41.3. As a gateway to other 
landlocked countries in the region, Tanzania’s infrastructure bot-
tlenecks represent a serious constraint for both the local and 
regional economy.

Infrastructure development is a top priority in Tanzania’s plans 
and strategies and there are several multi-year master-plans and 
programmes in place, including the transport sector investment 
programme, the Tanzania ports master plan (2008 –2028), the 
civil aviation master plan, and the Tanzania power sector master 
plan (2006-2031). However, the implementation of these ambi-
tious programmes and masterplans has been constrained by 
serious lack of financing. The share of infrastructure (transport 
and energy) spending in the total budget has averaged 20% 
over the last five years. The main sources of funding have been 
external concessional and non-concessional borrowing by the 
Government.

Public financing for infrastructure in the Government’s five year 
development plan (FYDP II: 2016/17-2020/21) is projected to 
be about USD 3 billion annually over the five years. However, 
in recent years concessional financing, which accounted for 

the largest share of funding for infrastructure, has declined sig-
nificantly, prompting the Government to increasingly resort to 
non-concessional sources, though predictability challenges 
remain. Successful implementation of the planned infrastruc-
ture projects in FYDP will require the Government to scale up 
efforts to mobilize non-traditional sources, as well as continue 
to improve domestic revenue mobilization. Effective mobilization 
of resources will also help to improve implementation of infra-
structure budget, whose execution has averaged less than 70% 
in recent years.

While non-traditional financing mechanisms will be needed to 
augment Tanzania’s infrastructure investment needs, the most 
important step should be to improve predictability and efficiency 
in use of resources from current sources. For two consecutive 
fiscal years, the Government planned about USD 1 billion of 
external non-concessional borrowing to finance infrastructure 
projects. However, it was unable to secure this financing in full, 
mainly because of volatilities in the international financial mar-
kets. To improve the predictability of resources, the Govern-
ment needs to expedite the process of securing a credit rating, 
which would enable borrowing from international financial mar-
kets at competitive terms. In recent years, the Government has 
adopted a more cautious approach when it sequences large 
infrastructure projects, to avoid uncertainties related to exter-
nal non-concessional financing. In the 2016/17 budget, for 
instance, though domestic resources were allocated to begin 
work on the central railway line project, implementation did not 
start until availability of additional financing was confirmed. The 
USD 1.22 billion standard gauge railway line (200km from Dar 
es Salaam to Morogoro) project is under way, and is expected 
to be completed before 2020.

Apart from efforts to improve domestic revenue mobiliza-
tion, Tanzania needs to optimize the available concessional 
resources from bilateral and multilateral development partners. 
The authorities should also consider putting in place legal and 
regulatory frameworks, including procurement procedures 
and investment promotion and facilitation measures, that will 
enhance the participation in infrastructure financing of non-
State actors, particularly the private sector. Other non-tradi-
tional sources could include public-private partnerships (PPPs); 
natural resource funds; local Government and municipal bonds; 
diaspora bonds; and infrastructure bonds.


