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Introduction
The main goal of this report is to present findings of the
interim review which sought to perform an in-depth
analysis of the macroeconomic and fiscal reforms in
Tanzania amid the implementation of the second FYDP
II (2015/16-2020/21). The study explores the current
situation in relation to the implementation of the right
and
adequate
macroeconomic
and
fiscal
policies/reforms. In doing so, this report highlights
three key areas that inform macro-financial
performance of the Tanzanian economy, focusing on
achievements and vulnerabilities. The report also
suggests ways to deal with these issues particularly
through policy dialogues. These broad areas are:
monetary banking sector performance; fiscal and
budgetary framework; and the external sector
performance. Accordingly, the review team examines
the main assumptions and drivers behind the
macroeconomic and fiscal reforms made at midterm in
order to analyze the main achievements and gaps in the
implementation framework.
This study builds on a review of relevant documents and
researches. Evidence assessed during the review
process includes national surveys and reports, sector
reports, annual reports from different stakeholders,
studies and information issued from the World Bank,
IMF databases and different FYDP reports. Apart from
that, for triangulation purposes, the review team made
field visits in the regions of Mwanza, Shinyanga, Moshi,
Dodoma and Dar es salaam to check on reliability and
consistency of the secondary data and reports.

Key Findings

massive deterioration of credit to the private sector from
24.8% to 1.7% in 2017. This improved to 11% but
deteriorated further to 3% in 2020. Consequently, the
annual change in extended broad money supply (M3)
also decreased from 18.8% in 2015 to 5% in 2020. Strong
signs of economic recovery started showing in 2016
and gained momentum in 2017 and 2018 with an average
GDP growth rate of 6.7%. Nonetheless, by the end of
2020, the average growth rate of GDP declined by 1.5%.
This decline was largely due to the outbreak of the
COVID-19 pandemic that stormed the world as of the
end of 2019. Despite that, the country’s inflation rate has
been the least volatile and one of the lowest in the East
African Community. In December, 2020, inflation
reached 3.6%, up from 3.4% a year before but still below
the 5% medium-term target.
Moreover, by 2020, the Current Account Deficit (CAD)
narrowed to USD 1.2 billion, down from USD 4.5 billion
in 2015 whereby the value of exports reached USD 5
billion. By December 2020, exports recorded an annual
growth of 15% which is 13% higher than the average
export growth in 2010-2015 period. Moreover, official
gross reserves reached USD 6 billion in 2020, up from
USD 4 billion in 2015; they are adequate to cover 6.4
months of imports of goods and services, above the
government threshold of 4 months and the SADC and
EAC requirements of 4.5 and 6 months.
In addition to that, the Tanzanian Shilling has been
stable during the reform period. Following the reforms
in 2015-2020, the Tanzanian Shilling depreciated by only
1.6% relative to an average depreciation of 4% during
the previous regime.
Intermediate Outcomes: Fiscal Performance

Intermediate Outcomes: Macroeconomic Performance
The average GDP growth during the reform period was
significantly positive despite a slow start in 2015 due to
the cumulative impact of a decline in net foreign
budgetary inflows, weak private sector cash flows
associated to subdued global demand and a higher
caution among banks arising from global uncertainties
and higher regulatory standards. This also led to a
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During the reform period, we observe a notable increase
in capital expenditure and a decrease in recurrent
expenditure. In 2015-2020, capital expenditure
amounted to an average of 6% of GDP whereby the
largest share of development spending was directed to
big infrastructure projects, transport and energy
sectors. With respect to deficit, the country has
improved its fiscal position since 2015 whereby on
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average, budget deficit has been reduced by 2.5% of
GDP relative to a pre-reform period.

2.

Final Outcomes
Tanzania has achieved some major macro fiscal and
monetary improvements. A very notable achievement is
the Tanzanian economy being upgraded from low to
lower-middle income status in 2020 with a GNI of USD
1,080. Domestic revenue was 14.6% of GDP in the
reform period. Tax revenue was short of the target by
about 2.4%; however, that is much better than in prereform period where targets were missed by more than
10%.
Sector wise, the reforms in the mining sector have
tremendously improved the contribution of the mining
sector in the growth of GDP by exceeding expectations
by 14%. However, the tourism sector started very well
with an annual average revenue of USD 2.6 billion.
Unfortunately by 2020, the rate of growth of the sector
declined by 80% mainly due to the COVID-19 pandemic.
The manufacturing sector has underperformed contrary
to expectations. This has also affected the rate of FDI
flows into the country whereby the government has met
only 10% of the targeted FDI by 2020. Thus, there is a
need to set policies that will improve FDI, boost the
manufacturing sector GDP’s contribution, and to launch
reforms to help the recovery of the tourism sector.
These are crucial sectors for economic development in
Tanzania
With the exception of the maternal mortality ratio, social
indicators have also tremendously improved. Before
reforms power capacity was just a third of what it is
now. The country was literally in darkness. More than
28% of the country was under the poverty line. Poverty
is down to 2% by 2019. This makes a palpable difference
in people’s standards of living.

4.

Cross Cutting Issues
§

Lessons Learned
1.

3.

There has been a decline of the relative share of
agriculture to the GDP over time, while the
contribution of the service sector to the GDP has
been increasing. On the other hand, the share of
the manufacturing sector to GDP is very low. The
main characteristic of a growing economy is the
reduction of the GDP share of agriculture and a rise
of the GDP share of the manufacturing sector,
followed by a rise in the share of services sector. In
addition to that, the industrial sector in Tanzania
did not grow over time and the transfer of labour
occurred mainly from agriculture to lowly paid
services, rather than industries.

Page v

Fiscal performance has still some way to go. The
gross fiscal deficit has come down from 3.4% of
GDP in 2015 to 1.4% of GDP in 2020. However, this
needs to go to 0.5% of GDP by 2025 in order to
enable the government to sustain the economy.
Moreover, tax revenue has recovered to almost
15% of GDP from 13.9%, but this needs much
greater growth. According to the Economic Survey
(2019), 35 to 55% of the revenue in Tanzania is not
taxed. Thus the government should focus on
maximizing on untaxed sources of revenue. To
increase government revenue, improving the
business environment is also crucial.
There has been a reduction in the incidence of
poverty, but the magnitude of the decline is
moderate due to an increase in income inequality.
The impact of the reforms on the distribution of
income is negative. The magnitude of income
inequality, as measured by the Gini Coefficient, has
increased over time.
A surge in public investment in Tanzania in the
2015-2020 period has prompted interest regarding
the optimal scope of public investment. Critics
have showed concern over pubic investment and
worry that Tanzania could be investing too much in
public expenditure at the expense of private
investment and social services. Results derived
from a two stage least square estimates show that
on average, one extra dollar of public investment
raises private investment by roughly 2 USD and
output by 1.5 USD. These results imply a strong
degree of complementarity between private and
public capital because of the high economic return
from development projects, and of the fact that
Tanzania still faces a deficit in infrastructure.

§

Effective implementation and localization of SDGs
in Tanzania is constrained by a limited sense of
ownership of the SDGs within the political arena.
Specifically, the main gaps include: limited
involvement of LGAs in the implementation
framework of SDGs; the level of awareness on
SDGs is low among the public; the involvement of
CSOs/NGOs in SDGs implementation framework is
inadequate, and the current SDGs implementation
plan only considers a short-term perspective.
Field evidence shows that out of the 10 constraints
on ease of doing business (i.e. Enabling
environment, Starting a business, Dealing with
construction
permits,
Getting
electricity,
Registering property, Getting credit, Protecting
minority investors, Paying taxes, Trading across
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§

§

borders, and Enforcing contract Resolving
insolvency) the private sector is most constrained
by paying taxes, trading across borders, and
getting credit.
Field data shows that more than 50% of surveyed
traders use online forums to effect transactions
which are not regulated and not subject to any tax
payments. Traders shared with the review team that
when TRA closes their businesses due to high tax
estimation, they continue with online customers,
which does not involve any disturbance from the
government including registration of business and
so on. This signifies how crucial it is for the
government to start seriously considering and
properly document the digital economy.
A survey made in five regions of Mwanza,
Shinyanga, Moshi, Dodoma and Dar es salaam
shows that the level of successful participation of
youth in agribusiness is still low. Based on a
survey, the main barriers to youth’s participation in
agribusiness include lack of access to market
information, lack of skills, lack of access to capital,
and lack of access to land.

Policy Recommendations
v The government could use Township and village
Enterprises (TVEs) which involve the use of small
scale processing industries managed at the local
level to add value to agricultural products. These
will later become big industries. This model has
been very successful in China and more than 70%
of TVEs in China became very successful plants 20
years later.
v A new approach to hub development,
agglomeration and clustering will be deemed
essential, with the focus on building sustainable,
specialized parks that apply a plug- and-play model
in order to boost industrialization.
v The government could consider temporarily
waiving the payment of TALA/license fee of USD
2,000 in the tourism sector, since most tour
operators did not do significant business this year
due to the COVID-19 pandemic. This was a request
of 95% of tour operators surveyed in the Moshi
region.
v The government could consider designing or
formulating a Unified Enterprise Law (UEL) and a
Common Investment Law (CIL) to reduce
bureaucracy and to improve the business
environment.
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v The government should consider designing a
proper digital economy strategy including the
establishing a ministry of communication and
digital economy.
v The government could enhance effectiveness in
the implementation and localization of SDGs by
ensuring that:
ü LGAs collaborate with the National Bureau of
Statistics (NBS) to develop baseline
segregated local data and indicators for local
monitoring and adopt the available toolkits for
the localization of the SDGs.
ü An awareness raising strategy is made and
tailored for targeted groups. It would be more
effective than a general public approach in
terms of promoting public support of SDGs.
ü All SDGs documents and materials are
translated into Swahili to enable more public
outreach.
ü A long-term national framework is developed,
specific to the 2030 Agenda, and
complementing the national sustainable
development strategy under the FYDP.
v There is a need to advocate and adopt the SUGECO
Model of engaging youths in agribusiness by the
LGAs and other stakeholders. The mode has
proven to be very successful in engaging youths in
agribusiness in Tanzania. Moreover, this model
should also be used in designing the new National
Strategy for Youth Involvement in Agriculture
(NSYIA for 2022-2026). To improve the model, it is
important to link irrigation infrastructure/systems
to block farming in order to enable an improvement
of the whole value chain of agribusiness.
v Consideration should be given to establish an
integrated management information system for
monitoring
and
evaluating
the
FYDP
implementation and reform process in general.

Conclusion
During the 2015-2020, we have had a rapid economic
growth which enabled Tanzania to enter into a lower
middle income country ahead of schedule; poverty has
been reduced; the external sector is comfortable; and
all this has been achieved with stability in the country.
As a consequence of all these momentous changes,
there is a new respect for Tanzania, and even more
importantly other African countries are eager to use
the Tanzanian model for macroeconomic stability.
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PART ONE:
REVIEW OF LITERATURE

Highlights

This part provides a brief introduction on
the nature of the study as well as
theoretical and empirical literature relating
to macroeconomic and fiscal reforms
particularly their relevance in developing
countries.
Section
1
provides
an
introduction and study objectives. Section 2
discusses literature and background
information on macroeconomic and fiscal
reforms. Subsection 1 of section 2 describes
a theoretical framework of macroeconomic
and fiscal reforms; subsection 2 discusses
the relevance of macroeconomic and fiscal
reforms in ensuring equal and sustainable
development; subsection 3 provides an
historical context of macroeconomic and
fiscal reforms in Tanzania. Lastly, section 4
provides a general outline of the report.

Page 1

Tanzania’s Macroeconomic and Fiscal Reforms- Positive Developments

“In this new, highly competitive yet austere environment, governance
and policy attractiveness will become increasingly important
differentiators in the performance of African countries” (Banerjee,
2020)

1.1 Introduction
The main goal of this report is to present findings of the interim review which sought to perform an indepth analysis of the macroeconomic and fiscal reforms in Tanzania amid the implementation of the
second FYDP II (2015/16-2020/21). The study explored the current situation in relation to the
implementation of the right and adequate macroeconomic and fiscal policies/reforms. In doing so, this
report highlights four key areas that informs macro-financial performance of the Tanzanian economy,
focusing on achievements, vulnerabilities and suggest ways to deal with these issues particularly through
policy dialogues. These broad areas are: monetary banking sector performance; fiscal and budgetary
framework; and the external sector performance. Accordingly, the review team examines the main
assumptions and drivers behind the macroeconomic and fiscal reforms made at midterm in order to
analyze the main achievements and gaps in the implementation framework.
The review makes use of the most recent data from available official and credible international sources,
as well as insights gleaned from survey and key informants to review and analyse the trends of relevant
economic reforms and outcomes. The review concludes with highlighting a number of urgent measures
to be pursued by policymakers and depicting the outlook for the economy in the coming days.
Generally, the report presents an assessment of the reform framework and identifies appropriate
interventions and solutions to boost an industrial economic growth required to achieve the TDV 2025
while at the same time narrowing the inequality gap. Specifically, this review intended to achieve the
following objectives:
(1) to analyze and document the main macroeconomic and fiscal reforms from 2015-2020;
(2) to analyze and document the achievements and outcomes of the macroeconomic and fiscal
reforms from 2015-2020;
(3) to analyze and document the main gaps in the implementation of the macroeconomic and fiscal
reforms from 2015-2020; and
(4) to derive recommendations and lessons learnt from the implementation of the macroeconomic
and fiscal reforms.
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1.2 Review Methods and Approach
This study largely built on a review of relevant documents and researches. Evidence assessed during the
review process included national surveys and reports, sector reports, annual reports from different
stakeholders, studies and information issued from the World Bank, IMF databases and different FYDP
reports. Apart from that, for triangulation purposes, the review team made field visits to check on
reliability and consistency of the secondary data and reports.
In the ﬁeld, Key Informant Interviews (KIIs) were conducted with stakeholders from the central and local
government, the National Bureau of Statistics (NBS), and private sector representatives such as the
Tanzania Chamber of Commerce, Industry and Trade (TCCIA). Apart from that, surveys and Focus Group
Discussions (FGDs) with farmers, miners, manufacturers, and SMEs were also conducted in Shinyanga,
Moshi, Mwanza, Dodoma and Dar es salaam regions. This included a survey of women and youths to
particularly assess how macroeconomic and fiscal reforms uniquely impacted these marginalized groups.
Based on the Yamane’s (1967) formula for sample size determination, in total, around 500 respondents
were reached out.
Both qualitative and quantitative data analysis methods were used in this review. Qualitative data analysis
was mainly done through thematic analysis whereby the review team mainstreamed all different themes
and sub-themes that emerged and put the analysis in the chronological order. To analyze quantitative
data, both regression and descriptive analyses were used for both primary and secondary data. Apart
from that, a scenario approach was used to project the country’s economic outlook in 2021 and 2022.
Triangulation was used to compare information gathered from different sources such as literature,
interviews, Focus Group Discussions (FGDs), documents and observations.
Apart from that, using the United Nations Development Programme’s (UNDP) approach, the review team
assessed the midterm outcomes and achievements of the macroeconomic and fiscal reforms at 2020
against targeted results set. This involved comparing different economic indicators such as inflation, GDP,
and per capital income at baseline against actual targeted results at midterm to understand whether the
indicator is on track, delayed, achieved or exceeded the target.
1.3 Background Information
1.3.1 Macroeconomic and Fiscal Reforms: A Theoretical Framework
Macroeconomic reforms which are the use of monetary, fiscal policies to alter the structure of demand
and supply in an economy has occupied the thought of policy makers and scholars of development
economics over many decades. The concept macroeconomic and fiscal reforms started with the Keynesian
revolution during the great depression of the 1930s which was characterized with unemployment
resulting from industrial senescence and an overvalued exchange rate. Keynes argued that deficiency in
the aggregate effective demand for goods and services and was caused by excess savings. He contended
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that the depression could be overcome through government interventions in maintaining the level of
aggregate demand by executing appropriate programs of public investment expenditure. Keynesian’s
theory stimulated economic interventionism and advocated public works as a cure for unemployment.
Despite the relevance of the Keynesian’s theory, the World was still faced with increased stagnation in
output and employment accompanied by high inflation. In 1970s, a wave of economic liberalism led to
the need for reforms all over the World. During this period, emphasis shifted from fiscal to monetary
policy in macroeconomic management. The high rate of inflation was explained in the light of the Quantity
Theory of Money proposed by Milton Friedman. A strong intellectual consensus was built up against
intervention of the government in monetary matters of the economy. This theory constituted an effective
'counter revolution' against the Keynesian orthodoxy that exerted substantial influence in policy reforms
around the World.
A third wave of economic reforms took place in the early 1980s resulting from severe oil price “shocks”
which put the World economy into a severe recession. During this period, commodity prices declined and
interest rates increased. Finance became the most crucial factor worldwide. As a consequence,
developed countries encountered 'stagflation' while developing countries faced larger deficits in the
balance of payments. IMF and the World Bank provided highly concessional soft loans to developing
countries for structural adjustments. These loans required adherence to a large set of stringent
conditions for economic policy reforms. The suggested policy regime included achievement of macroeconomic stability through monetary and fiscal discipline, avoiding price distortions, and liberalizing
trade and investment. The impact of reform has been positive on the growth of economy, fiscal deficits
and inflation.
1.3.2 Addressing Inequalities in Macroeconomic and Fiscal Reforms
The desire of policy makers has always been to grow the economy by changing the structure and
composition of consumption, investment, government expenditure and net export and provide the
required incentives or infrastructure to complement efforts of the private sector in converting economies
of human and material resources to semi or finished output; with equality at heart (Deyshappriya, 2017).
Co-ordination of macroeconomic and fiscal policy reforms should focus on curing socio-economic
inequalities. This has become particularly relevant and important in policy making as inequality has
become the most important challenge of the current century (Li, 2020). It is the belief that macroeconomic
and fiscal reforms will alter the structure of the economy in such a way that agents increase their
propensity to save and invest, and couple with efficient use of resources leads to increase economic
growth and development (Dabla-Norris, 2015). To achieve this, coordination is key.
Co-ordination of fiscal and monetary policies is of vital importance whereby when fiscal policy is coordinated with monetary policy can better cure unemployment (Lehmann, 2012). Mckibbin (2020)
concludes that fiscal policy is most effective when monetary policy is accommodative; for “with monetary
accommodation and nominal interest rates held constant, the increases in inflation give rise to decreases
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in real interest rates. As a result, accommodative monetary policy complements the fiscal policy stimulus
and intensifies its effects on real GDP (Li, 2020). This implies that fiscal policy becomes more effective
when it is co-ordinated with monetary policy. Generally, co-ordination between fiscal policy, monetary
and financial stability policies should be geared towards reducing income inequality and such combination
and focus of economic policies is very crucial in regulating the level of aggregate demand and tackling
unemployment. Lehmann (2012) also supports the view that income inequality and economic growth are
closely related. He argues that improving income distribution increases the length of growth spells rather
than merely getting growth to take place. Clearly, such policies would contribute significantly to curing
unemployment.
Bourguignon et al. (2017) find that reductions in the deficit that translate into significant cuts in domestic
financing tend to be associated with higher growth rates. In Uganda public financial management reforms,
including strict expenditure controls, facilitated a reduction in budget deficits and their monetization,
which helped to lower inflation. Greater macroeconomic stability in turn paved way for higher growth.
High public debt tends to hamper growth by increasing uncertainty over future taxation, crowding out
private investment, and weakening a country’s resilience to shocks (Woo et al., 2013).
Policymakers need to consider the durability of the selected measures and their impact on growth and
equity. For advanced economies, expenditure-based fiscal consolidations have been shown to be more
durable and have been associated with growth in private investment (Alesina & Ardagna, 2012). In
contrast, Baldacci and others (2004) find that revenue-based adjustment leads to more durable
consolidation episodes, with greater benefits for growth. In addition, credit constraints matter: in the
presence of high private debt and credit supply restrictions, deficit reductions achieved through tax-base
broadening while protecting public investment are supportive of medium-term growth in both advanced
and emerging economies (Baldacci, Gupta, & Granados, 2015). Large expenditure-based consolidations
tend to increase inequality, which can undermine long-term growth (Ball et al., 2013). Some degree of
pragmatism is therefore needed to strike the proper balance between revenue and spending measures.

Box 1: International Experience of Fiscal Measures to Curb Inequality

Faced with sluggish growth and high fiscal deficits (10 percent of GDP in 1986),
Malaysia cut spending and rationalized inefficient public investment. As a result,
the budget registered small surpluses and deficits during the 1990s, the private
investment-to-GDP ratio more than doubled, and annual growth averaged around
8 percent. Similarly, in the Netherlands, an expenditure cut of 15 percent of GDP
between 1982 and 2000 created room for lower taxes and helped pave way for
private investment and private sector job creation. At the same time, both
countries managed to avert adverse consequences on income inequality.
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To conclude, macroeconomic and fiscal policies play an important role in ensuring macroeconomic
stability and they are a pre-requisite for achieving and maintaining economic growth. Through welldesigned policies, they can boost employment, investment, and productivity. The effectiveness of
macroeconomic and fiscal reforms is enhanced when reforms reinforce each other and combining these
reforms increases their effectiveness by promoting savings, stimulating investment, and unlocking
productivity gains.
1.3.3 Macroeconomic and Fiscal Reforms in Tanzania: A Historical Context
Tanzania is the largest country in East Africa with a land area of 945,087 km2 and a population of 56 million
(NBS, 2019) and is set to be the fourth fastest growing country in Africa with an average GDP growth rate
of 6% - 7% over the last decade (World Bank, 2019). The Tanzanian economy is based mainly on agriculture
whereby 80% of the sector is conducted on small scale by smallholder farmers found in rural areas who
produce about 75% of the national agricultural output (Jamie & Wajiha, 2016).
Following Tanzania’s independence in 1961 and the formal adoption of the Ujamaa, or African socialist,
model for development in 1967, Tanzania embarked on a journey of economic reforms. This period was
characterized by tight controls on the exchange rate, monetary-financed government spending, and
closely managed credit rationing under which the vast majority of domestic loans were allocated to the
public sector (over 95 percent in 1980-86). This period was characterized by fiscal policies that were
mainly expansionary which to a large extent aimed at accelerating growth and development. The
government provided free education and subsidies in agricultural sector and basic consumer goods while
taxing more the luxuries so as to ensure that the lower-income group people afford basic consumption
goods. Income tax during that period was highly characterized by many exemptions with the equity
objective as a priority in setting tax rates.
In 1990s, Tanzania had adopted a number of key reforms to open up the economy, including the
introduction of a floating exchange rate, the lifting of price controls, trade and market liberalization, and
privatization of a number of state-owned firms. The 1990s also heralded the beginning of a successful
disinflation in Tanzania underpinned by a monetary-fiscal accord that put an end to the era of fiscal
dominance. Currently, Tanzania is on an extended transition to policy rates and formal inflation targeting
by financial year 2020/21 – like many of its Sub- Saharan African (SSA) peers. As early as December 2009,
Tanzania introduced a new policy rate incorporating interest rates, and from November 2013 introduced
a discount rate set at a premium on this policy rate.
Among the 1990s fiscal policy reforms where the tax reforms whose major objective was to simplify the
tax system and to enhance revenue collection hence more negative effects on disposable income which
is the main determinant of private consumption. Little emphasis was placed on distribution as the tax
system was seen as an inefficient means of redistribution. The Value Added Tax (VAT) in 1998 was another
pinch of the reforms to households though it became a major source of revenue to the government.
Tanzania’s recent fiscal policy has been directed at three main objectives: (i) to control the growth of the
budget deficit and achieve fiscal stability; (ii) to direct more fiscal resources to priority sectors in
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accordance with the second National Five-Year Development Plan (FYDP II) 2016-2017-2020/21, which
was intended to foster industrialization and human development; and (iii) to reduce the incidence of
waste and abuse in the public sector. In all three objectives, Tanzania has made significant
headway in recent years, which will continue into 2020/2021. Fiscal expenditure in the past five years has
focused on development projects to support an industrial economy vision.
1.4 Organization of the Report
The remainder of this report is organized as follows: part two of this report provides background
documentation which details the review results framework. This involves a discussion of the actual
macroeconomic and fiscal reforms which were made during the 2015-2020 period along with the
outcomes and achievements made during the reform period amid the implementation of the FYDP II.
Apart from that, this section projects the medium outlook of Tanzania in 2021 and 2022. Part three is
the most important chapter which provides a discussion of the main lessons learned including a critical
analysis of the reform framework for policy recommendations and advocacy. The review team also
sets out the conclusions of this study on the appropriateness of the overall strategy underlying the
FYDP II and how well aligned the different programmes are towards meeting the overall objectives of
the FYDP II.
The last chapter of this report incorporates the conclusions of the study and a summary of the general
recommendations of what reform measures are needed to sustain the economic growth achieved so
far.
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PART TWO:
BACKGROUND DOCUMENTATION
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Highlights
The background documentation chapter mainly documents the main macroeconomic and
fiscal reforms that took place in 2015-2020 and reviews the achievements and positive
development made during that period. We finalize the chapter by projecting the medium
term economic outlook for the period 2021-2022. All these reforms are addressed and
implemented through the country’s strategic plan known as the FYDP II.
Subsection 2.1 to 2.3 discusses the result framework of this review. The first subsection
briefly discusses the FYDP II and the main strategic objectives in implementing the FYDP
II through which the macroeconomic and fiscal reforms were made in 2015-2020 to align
with the county’s strategic plan. The second subsection outlines a summary of the main
macroeconomic and fiscal reforms that the government made during the implementation
period 2015-2020 in order to achieve the objectives set in the FYDP II. The third and fourth
subsections document and review the main achievements made as a result of the reforms
at midterm 2020. These are categorized intermediate outcomes and final outcomes. We
conclude the chapter in the fifth subsection by projecting the expected medium-term
economic outlook.
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Figure 2.1:The Results Framework

INPUT
Macroeconomic
and Fiscal Reforms
(Section 2.2)

-Purchase of foreign
exchange from domestic
markets,
-provision of short term loans
to banks.
-Availability of stand by
facilities

Fiscal Reforms

-Measures to strengthen tax
administration and
compliance.
-Measures to widen tax base.
Measures to strengthen
management of existing
revenue resources especially
by intensifying use of
electronic collection systems
and other administrative
measures

-Inflation below 5%
Extended broad
money supply of
12.2%
-Credit growth to
private sector of
10.2%
-Gross official
foreign reserves
covering at least 4
months of imports of
goods and services
-domestic revenue to
GDP ratio at 19
percent;
-Nominal Exchange
Rate (TZS/USD 1) of
TZS 2,185.62

Source: The Review Team
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FINAL OUTCOMES
(Section 2.4)

-annual real GDP
growth to 10% by
2021
-per capita income
to US$ 1,500
-reduction of the
poverty rate to
16.7%
- raising FDI flows
to US$ 9.0 billion
by 2021;
- increase
electricity
generation to
4,915MW by 2020
-growth of
manufacturing
sector by 10% p.a
-An under- five
mortality rate
reduction to 45
deaths per 1000 live
births;
-access to clean and
safe water in rural
areas to improve to
85% 2020/21.
-improvement in
national human
development index
to 0.57 by 2021.

PROJECTED ECONOMIC OUTLOOK
(2015/16-2020/21)
(Section 2.5)

Implementation of the second FYDP II
(2015/16-2020/21)
(Section 2.1)

Macroeconomic Reforms

INTERMEDIATE
OUTCOMES
(Section 2.3)
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2.1 The Five Year Development Plan
Since early 1980s, Tanzania has been undergoing structural and economic reforms aiming at promoting
the country’s socio-economic development. Three decades of implementing the economic stabilization
and recovery programmes did not produce satisfactory results and therefore the need to revert to longterm planning became more pronounced. In 2011, Tanzania reverted back to the long-term and five
year planning framework, in a bid to ensure the country is henceforth strategically organized to attain
Tanzania’s Development Vision (TDV) 2025 which aspires to have Tanzania transformed into a middle
income and semi- industrialized nation by 2025 characterized by (i) high quality and sustainable
livelihoods; (ii) peace, stability and unity; (iii) good governance and the rule of law; (iv) an educated
and learning society; and (v) a strong and competitive economy.
Thus, the 2025 Vision has been implemented through the Long Term Perspective Plan (LTPP) which
is divided in a series of Five Year Development Plans. The theme of the first Five Year Development P l a n
( FYDP I ) 2011/12- 2015/16 was “Unleashing Tanzania’s Latent Growth Potentials”; the second FYDP II
(2015/16-2020/21) with the theme “Nurturing Industrialization for Economic Transformation and Human
Development”; and the third FYDP III (2020/21- 2025/26) has the theme of “Realizing Competitiveness
led Export Growth”. Currently, Tanzania is implementing the Second Five Year Development Plan
2016/17–2020/21 (FYDP II).
2.1.1 The Five Year Development Plan II
Tanzania’s Second Five Year Development Plan 2016/17–2020/21 (FYDP II) is the second of three fiveyear plans for sequenced implementation of the Long Term Perspective Plan 2011/12–2025/26. The FYDP II
has a dual focus of growth and transformation and poverty reduction and thus includes both (i) growthfocused interventions geared towards transforming Tanzania into a middle-income country through
industrialization; and (ii) human development-focused interventions, which target poverty alleviation. The
FYDP II has several core objectives, which center on three pillars of transformation:
(i) Industrialization-semi-industrialized nation by 2025; develop sustainable productive and export
capacities; regional production, trade and logistics hub; promote industrial skills.
(ii) Human development-broad-based and inclusive economic growth; improved quality of life and
human well-being.
(iii) Implementation
effectiveness-prioritization, sequencing, integration and alignment of
interventions; stronger role of local actors in planning and implementation; global and regional
agreements mainstreamed into national development planning and implementation
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frameworks.
Within these broad intervention areas, the FYDP II singles out a selection of flagship projects that are
deemed to be of critical importance and/or whose implementation is likely to yield large positive
multiplier effects for the rest of the economy. These projects focus on revising the national air carrier,
skills development and developing the Central, North-West and Mtwara Development Corridors.
2.2 Macroeconomic and Fiscal Reforms in Tanzania: 2015-2020
At macro level, reforms can be divided into monetary reforms and fiscal reforms. A wide range of
macroeconomic and fiscal reforms were undertaken in order to achieve the strategic implementation of
the FYDP II which was set out to lay foundation for an industrial economy and improve on human capital
development. The following sets the context for the discussion of the major macroeconomic and fiscal
reforms that have taken place from 2015/2016 to 2019/2020 amidst the implementation of the FYDP II.
Section 2.2.1 outlines the main macroeconomic reforms implemented during the reform period while
section 2.2.2 provides a summary of the main fiscal reforms made.
2.2.1 Monetary/Macroeconomic Reforms
The government of Tanzania through the Bank of Tanzania (BOT) uses indirect instruments of monetary
policy to influence the level of money supply. The main instrument is open market operations (OMO),
which involves sale or purchase of securities by the BOT to withdraw or inject liquidity into the economy.
Other indirect instruments include selling and buying of foreign exchange in the inter-bank foreign
exchange market, i.e. foreign exchange market operations (FEMO), repurchase agreements (repo), and
standby facilities (i.e. Lombard and discount windows). These instruments are complimented by statutory
reserve requirements and moral suasion.
During 2015/16 to 2019/2020, macroeconomic policy reforms were geared towards aligning inflation to
the medium-term target of 5 percent and supporting output growth projection of 7.3 percent. To
implement the monetary policy, the BOT continued to rely mostly on open market operations; treasury
bills, repurchase agreements (repo), and foreign exchange. These instruments were mixed with a view to
ensuring stability of free reserves and inter-bank cash market rates.
Table 2.1 below outlines the major macroeconomic reforms that were made from June 2015 to December
2020.
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Table 2.1: A summary of Macroeconomic Reforms 2015-2020
Year
Reform Measures
2015/2016
-The Bank of Tanzania revised the statutory minimum reserve rate charged on private deposit liabilities with banks and
borrowings from the general public from 8 percent to 10 percent.
-The Bank of Tanzania broadened maturity profile of eligible government securities that can be pledged by banks as
collateral in accessing standby loan facilities to include securities that mature within 91 days to 180 days from the date of
acquisition.
-The National Bureau of Statistics released rebased National Consumer Price Indices based on December 2015 prices in
which, the weight of food and non-alcoholic beverages decreased to 38.5 percent from 47.8 percent of the total
consumer basket. This was the 6th revision after that of 1966, 1976, 1992, 2001, and 2010.
2016/2017
-The Bank adopted reserve averaging framework, which allow banks to use part of the SMR balances during the
maintenance period to meet liquidity needs.
-The Bank reduced the discount rate from 16.0 percent to 12.0 percent effective from March 6, 2017 in order to increase
liquidity to banks.
-The Bank lowered the statutory minimum reserve requirement on private sector deposits to 8.0 percent from 10.0
percent, in order to increase liquidity to banks and thereby facilitate provision of credit to the private sector.
-The Foreign Exchange (Bureau de Change) (Amendment) Regulations, 2017 were gazetted and became effective on 2nd
June, 2017.
2017/2018
-Central Depository Systems of Bank of Tanzania and Dar es Salaam Stock Exchange were interlinked in to improve
functioning of the financial market.
-The Bank reduced the discount rate from 12.0 percent to 9.0 percent effective from August 7, 2017 in order to increase
liquidity to banks to stimulate growth of credit to private sector.
-The National Microfinance Policy 2017 was launched to create an enabling environment that promotes development of
appropriate and innovative microfinance products and services to meet the real need of the low income population.
-The second National Financial Inclusion Framework was launched (NFIF 2018- 2022).
2018/2019
-The Bank of Tanzania revised downwards the discount rate to 7.0 percent from the prevailing rate of 9.0 percent effective
from 27th August 2018.
-On 16th November 2018, the National Assembly of Tanzania enacted a Microfinance Act 2018, in order to
operationalize the National Microfinance Policy 2017.
-The Bank introduced the interbank cash market electronic trading platform, which went live on 1st March 2019.
-The Foreign Exchange (Bureau de Change) Regulations, 2019 were published in the Government Notice No. 450 and become
effective on 7th June 2019. For that reason, the Foreign exchange (Bureau de Change) Regulations, 2015 were revoked.
2019/2020
-The Bank reduced the discount rate from 9.0 percent to 7.0 percent effective from August 27, 2019 in order to increase
liquidity to banks to promote credit growth for supporting economic activities.
-The Bank of Tanzania (Financial Consumer Protection) Regulations, 2019 were published in the Government Notice No. 884
on 22nd November 2019.
-The Financial Services Registry (FSR) System was officially launched on 27th February 2020.

Page 13

Tanzania’s Macroeconomic and Fiscal Reforms- Positive Developments
Reforms to
reduce the
economic
impact of
COVID-19

-The Bank of Tanzania increased mobile money operators’ daily transaction limit to customers from TZS 3.0 million to TZS
5.0 million and daily balance from TZS 5.0 million to TZS 10.0 million so as to encourage customers to use digital payment
platforms for transactions, hence reducing congestion in banking premises following Covid-19 pandemic.
-The Bank of Tanzania reduced haircuts on government securities from 10.0 percent to 5.0 percent for Treasury bills, and from
40.0 percent to 20.0 percent for Treasury bonds effective from 12th May 2020 in order to increase banks’ ability to borrow
from the Bank of Tanzania with less collateral than before.
-The Bank lowered the Statutory Minimum Reserves (SMR) requirement from 7.0 percent to 6.0 percent effective from 8th
June 2020 in order to provide additional liquidity to banks.
-The Bank reduced the discount rate from 7.0 percent to 5.0 percent effective from 12th May 2020 so as to provide
additional space for banks to borrow from the Bank of Tanzania at a lower cost implying lower lending rates by banks.

Source: Bank of Tanzania (BOT)

2.2.2 Fiscal Reforms
With fiscal policy, the government aimed at improving revenue collection through among others
minimizing tax exemptions, increasing use of electronic system in revenue collection, and widening tax
base. In addition, the government aimed at streamlining expenditure. These reforms were intended to
ensure implementation of ongoing projects; and sustain achievements attained in education, health and
water sector. Table 2.2 below outlines the major fiscal reforms that were made from June 2015 to
December 2020.
Table 2.2: A Summary of Fiscal Reforms 2015-2020
Year
2015/2016

Reform Measures
Signing of performance contracts with TRA and Local Governments Authorities (LGAs) in order to promote effective
and efficient revenue collection; Enforcing the use of electronic revenue collection systems including Electronic Fiscal
Devices (EFDs) in all business transactions so as to prevent tax evasion; Introduce the use of the Tanzania Customs
Integrated System (TANCIS) and Centralized Price Based Valuation System (CPBVS); Reduce tax exemptions offered by
discretion; Speeding up valuation of buildings in urban centers; Reviewing the system of using agents in revenue
collection for LGAs; Monitoring closely public corporations and agencies in order to ensure that they pay dividends
dues and surpluses generated to the Government. Reforms on Taxes, Fees, Levies and other Revenue Measures with
regard to revenue improvement through amendment of different tax laws; Strengthening financial management
through the use of integrated financial management system in committing Government obligations; Using bulk
procurement system in acquiring Government motor vehicles.
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2016/2017

Eliminating all forms of actions and behavior (such as corruption) that cause revenue leakages; Continue strengthening
tax administration at all revenue collection points (e.g. ports, border posts, airports and all inland container terminals);
Continue to broaden tax base and to formalize the informal businesses; Intensify the capacity of TMAA and TEITI so as
to insure maximum taxes and royalties are collected from the mineral resources; Strengthening monitoring of revenue
collection in all Government institutions and agencies; Scale up the use electronic systems and devices in revenue
collection including use of Electronic Fiscal Devices (EFDs); Ensure the use of mass valuation method and collection of
property tax based on the value of properties in all Local Government Authorities (LGAs);Abolish tax exemption
granted to armed forces’ shops; Reduce unnecessary expenditure such as national celebration, sitting allowances,
printing of (T-shirts, caps, bags, diaries, calendars), foreign travels and overseas short term training; Use of public
institutions’ facilities when conducting meetings, trainings, workshops and seminars; Use of Government entities in
procuring services such as insurance, transport, mail delivery, freight and packaging, advertising and transportation;
Control the use of vehicles to reduce operating costs, maintenance and purchase of new vehicles; Reduce the use of
telephone, electricity and water by keeping secret numbers, using LUKU and installing water meters in order to control
expenditure of public utilities; Ensure that all commercially viable public institutions are operating profitably and not
relying upon Government subvention; Ensure that salaries are paid to eligible employees who are physically present at
the working stations; Integrating all LGAs into the electronic Fund transfer System; Strengthen the evaluation and
monitoring of public expenditure on development projects.

2017/2018

Continue emphasizing effective use of electronic devices and systems such as Electronic Fiscal Devices (EFDs),
Electronic Revenue Collection System (e-RCS) and Government Electronic Payment Gateway System to contain revenue
leakages; Expansion of tax base including formalization of the informal sector; Improve monitoring collection and
strengthen management of non-tax revenue ; Continue with mass valuation of properties by Tanzania Revenue
Authority (TRA) in order to increase property tax revenue; Formalizing land ownership with a view of increasing
revenue; Continue with control measures to minimize abuse of tax exemptions; Establishing clearing houses at the
international airports, mining areas and other appropriate areas for minerals to be verifies before export; Ensure that
all commercially viable Public Entities are operating profitably without depending on Government subvention; Ensure
that all contracts with Government Entities are expressed in Tanzanian shillings to minimize Government exposure to
fiscal risks, unless the contracts involve foreign transactions; Continue to control cost arising from public utilities,
coupled with the use of cost saving technologies; Continue to ensure that salaries are paid to only eligible employees;
Emphasize applications of ICT to facilitate communications in the Government undertakings; Control accumulation of
arrears.

2018/2019

Introduction of Treasury Single Account for collection and payment of Government fund aiming at reducing operation
costs and ensure effective control and management of public funds; Deposit of all fees and levies imposed on sale of
agriculture produce by Crop Boards into the Consolidated Fund to ensure effective management of revenues;
Strengthening management of exiting sources by intensifying the use of electronic collection system; Widening tax
base by formalization of the informal sector; Creating conducive environment to attract business and investment
including: Improvement of supportive infrastructure, Tax incentives, Policy stability and predictability, Land accessibility
and, Well structured legal and regulatory frameworks; Public procurement realizes Value for Money; Strengthen
monitoring of public fund expenditure as planned.
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2019/2020

Increasing efficiency in administration and collection of domestic revenue through implementation of Integrated
Domestic Revenue Administrative System (IDRAS); Widening the tax base through identification and registration of
new taxpayers as well as continuing with the exercise of formalizing the informal sector; Investing in areas that have
potential of generating more revenue to the Government, particularly in deep sea fishing through construction of
fishing port and procurement of fishing ships; Strengthening capacity for monitoring and controlling of transfer pricing
commonly practiced by international companies; Enhancing administration of tax exemptions by ensuring that they are
directed to the intended projects; Ensuring that non-tax revenues are collected through Government Electronic
Payment Gateway System (GePG); Strengthening monitoring systems in the Government institutions in order to ensure
that contributions from public institutions are timely remitted to the Government Coffers; Continue conducting
monitoring and evaluation, especially on development projects to increase efficiency in the use of public funds;
Continue paying verified arrears promptly; iii. Accounting Officers award contracts only after approval of funds by
Paymaster General; Pursuing legal, administrative and disciplinary actions to those contravening laws and regulations
governing their institutions; To allow smooth implementation of the Blueprint for Regulatory Reforms to improve the
business environment where, about 54 fees and levies were repealed in order to eliminate existing duplication of
responsibilities among the Ministries, Regulatory Authorities and Institutions. The reforms considered the following
laws; Tanzania Food and drugs Authority (TFDA), Tanzania Bureau of Standards (TBS), Government Chemist laboratory
Authority (GCLA), Industrial and consumer Chemicals (Management and Control) Act, Ministry of Livestock and
Fisheries, Ministry of Natural Resources and Tourism and Ministry of Water.

Source: Tanzania Revenue Authority (TRA); Ministry of Finance and Planning (MoFP)

2.3 Intermediate Outcomes: Positive Developments
Table 2.3: Selected Macroeconomic Indicators
Item

Unit

Annual change in consumer price index (Inflation)
Percent
Annual change in extended broad money supply (M3) Percent
Annual change in credit to the private sector
Percent
12-Months deposit rate3
Percent
3
Long-term lending rate (3-5 years)
Percent
Exports of goods4
Mill. USD
Imports of goods4
Mill. USD
Current account balance
Mill. USD
5
Reserves months of imports
Months
Exchange Rate3
TZS/USD

Pre COVID-19 Period
2015
2016
2017
5.6
5.2
5.3
18.8
3.4
8.0
24.8
7.2
1.7
10.8
11.5
11.7
15.3
15.6
17.9
4,826.7 4,873.9 4,510.8
-9,843.1 -8,463.6 -7,551.7
-4,477.4 -2,739.3 -1,827.1
4.9
5.9
7.5
1,985.4 2,177.1 2,228.9

COVID-19
P
2018
2019
2020
Period
3.5
3.4
3.6
4.5
9.6
5.7
4.9
11.1
3.1
8.8
8.8
8.65
17.4
16.6
16.27
5,084.3
4,445.1 5,504.2
-8,298.6 -8,600.0
4,200
-1,897.8 -1,161.1
6.3
6.5
6.2
2,305.10
2,264.1 2,288.6

1
2
3
4
5
Note: Calculated on the basis of constant 2015 prices Calculated on the basis of GDP at current marketprices; annual average; Calculated based on Free On Board (F.O.B) figures; Calculated based on figures
of goods and services excluding FDI related imports; p, provisional data

Exchange Rate 3 (Annual average)

Source: Minis try of Finance and Planning (MoFP); Bank of Tanzania (BOT); and Tanzania Revenue Authority (TRA)
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The average GDP growth during the reform period was significantly positive despite a slow start in 2015
due to cumulative impact of a decline in net foreign budgetary inflows, weak private sector cash flows
associated with subdued global demand and tighten caution among banks arising from global
uncertainties and higher regulatory standards. This also led to a massive deterioration of credit to the
private sector from 24.8 percent to 1.7 percent in 2017. This improved to 11 percent but deteriorated
further to 3 percent in 2020. Consequently, the Annual change in extended broad money supply (M3) also
decreased from 18.8 percent in 2015 to 5 percent in 2020. Strong signs of economic recovery started
showing in 2016 and gained momentum in 2017 and 2018; with an average GDP growth rate of 6.7
percent. Nonetheless, by the end of 2020, the average growth rate of GDP declined by 1.5 percent. This
decline was to a large extent contributed by the outbreak of COVID-19 pandemic that stormed the World
at the end of 2019. Despite that, the country’s inflation rate has been the least volatile and one of the
lowest in the East African Community. In December, 2020, inflation reached 3.6 percent, up from 3.4
percent a year before but still below the 5 percent medium-term target.
Apart from that, measures taken in respect of the external sector have clearly been successful. Since 2015,
growth in exports has been gradually outpacing growth in imports. By 2020, the Current Account Deficit
(CAD) narrowed to USD 1.2 billion down from USD 4.5 billion in 2015 whereby the value of exports reached
of USD 5 billion. By December, 2020 exports recorded an annual growth of 15 percent which is 13 percent
higher than the average export growth in 2010-2015 period. During the reform period, the growth in
export was driven by higher exports of gold, manufactured goods, and tourism. Imports rose along with
domestic demand, but more slowly than exports. Moreover, official gross reserves reached USD 6 billion
in 2020, up from USD 4 billion in 2015; they are adequate to cover 6.4 months of imports of goods and
services, above the government threshold of 4 months and the SADC and EAC requirements of 4.5 and 6
months.
In addition to that, the Tanzanian Shilling has been stable during the reform period. Following the reforms
in 2015-2020, the Tanzanian Shilling depreciated by only 1.6 percent relative to an average depreciation
of 4 percent during the previous regime. For example, in December, 2020, the shilling depreciated by only
0.4 percent against the U.S. dollar. The low volatility was in part the result of BOT interventions in the
foreign exchange market to keep the shilling stable. The BOT has moved to smooth out fluctuations and
keep the interbank foreign exchange market orderly.
Table 2.4: Selected Fiscal Indicators
Pre-COVID-19 Period
Item

Unit

COVID-19
Period

2015/2016 2016/2017 2017/2018 2018/2019 2019/2020

Current revenue to GDP ratio 1
Grants to GDP ratio 1

Percent

13.9

14.7

14.6

13.9

14.6

Percent

0.5

1.0

0.8

0.7

0.7

Current expenditure to GDP ratio 1

Percent

13.2

10.2

10.5

10.4

9.8
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Development expenditure to GDP ratio 1
Overall Budget balance to GDP ratio 1,3

Percent

4.3

6.4

6.2

6.4

6.4

Percent

-3.4

-1.4

-1.9

-3.2

-1.4

Total external debt stock
Disbursed debt

Mill. USD 17,222.8
Mill. USD 15,948.1

18,651.1
17,251.2

20,503.0
18,765.1

21,920.9
20,029.3

22,522.7
20,561.7

1
2
3
Note: Calculated on the basis of GDP at current m market prices ; annual average; includes grants , expenditure float, adjustment to cash and other item s (net); GDP denotes gross dome tic
product; GNDI, gross national disposable income; p, provisional data

Source: Minis try of Finance and Planning (MoFP); Bank of Tanzania (BOT); and Tanzania Revenue Authority (TRA)

Table 2.4 above shows an improved execution of development spending and financing plans during the
2015-2020 period. During the reform period, we observe a notable increase in capital expenditure and a
decrease in recurrent expenditure. In 2015-2020, capital expenditure amounted to an average of 6
percent of GDP whereby the largest share of development spending was directed to big infrastructure
projects, transport and energy sectors. With respect to deficit, the country has improved its fiscal position
since 2015 whereby on average, budget deficit has been reduced by 2.5 percent of GDP relative to a prereform period. Tax reforms including improvement of tax collection and broadening of tax base have been
underlying reasons for the improvements. However, a further reduction in deficit have proved difficult to
achieve given the government’s commitment to eradicate poverty through increased public provisions of
health, education facilities, services and infrastructure.
In addition to that, total external debt rose from USD 17 billion in 2015 to USD 22 billion in 2020,
representing an increase of 30 percent. Nevertheless, as shown in Table 2.5 below, debt sustainability is
not an immediate concern. This implies that, the country can borrow for funding development projects
while meeting future financial obligations without sharp adjustment to revenue and expenditure.

Table 2.5: Result of Debt Sustainability Analysis
External DSA
Threshold
2019/20
2020/21
PV of debt-to
55
16.3
16.8
GDP ratio
PV of debt-to240
103.9
105.5
exports ratio
Debt service-to21
11.9
11.1
exports ratio
Debt service-to23
11.9
11.9
revenue ratio
Source: Ministry of Finance and Planning (MoFP)

2021/22
17.6

2022/23
18.2

2023/24
18.0

2029/2030
13.7

2039/40
9.1

110.9

116.7

115.4

83.9

53.5

9.5

10.3

11.2

11.7

8.1

10.1

10.7

11.6

11.8

7.9

2.4 Final Outcomes: Midterm Review
It is interesting to see how well the Tanzanian economy is performing as a result of undertaking extensive
reform measures during the last five years. This section provides a review and assessment of the final
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outcomes that the government set to achieve after the reforms implemented under the FYDP II. Below
are the outcomes that the government set to achieve in the period of five years (i.e. 2015/20162020/2021). These outcomes have been set out within the FYDP II framework with respective
performance targets.
The review team has analyzed the outcomes achieved at midterm against performance indicators using
the UNDP review framework. The actual performance indicators have been obtained from different
sources such as UNCTAD, OECD, WB, NBS and so on. The rating provides a quick indication of whether by
2021 when the reform period is over, the target will be met; target will be slightly delayed; target will be
delayed; or target will be highly delayed. This will enable the government to know which areas require restrategization and more attention in order to reach the expected targets.
The review team assessed 18 indictors as shown in Table 2.6 below. Of these, 4 indicators are above
target, 5 indicators’ targets will slightly be delayed, 1 indicator’s target will be delayed, 6 indicators’
targets will be highly delayed, and 1 outcome has no indicator.
Table 2.6: Midterm Review of Final Outcomes
s/ n Outcome

1
2
3

4
5
6
7
8
9

Target
Expected
Pre COVID-19
Performance
Performance
Period
indicator
at Indicator
End
baseline (2015) term(2021)
Actual
Performance
Indictor
at
Midterm (2019)
36%
60%
74%

Actual
Performance
Indictor
at
Midterm (2020)
84.6%

0.52

0.57

0.528

na

40,000

80,000

181,897

67%

80%

64%

83.5%

3.4%

3.2%

14%

17%

12.1%

17.1%

13.9%

14.6%

125

135

118

na

GDP

7%

10.5%

6.9%

5.5

GDP per capita

USD 1,043

USD 1,500

USD 1,126

1,085.8

connectivity to electrical
power percent
national human
development index
Number of graduates from
higher education
Access to clean and safe
water in rural areas
Mining Sector
Government annual tax
revenue collection
(percent of GDP)
Improved food selfsufficiency
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10

Basic needs poverty
reduction

11

Under five mortality rate

12

FDIs

13
14

Manufacturing exports to
total country’s exports
Number of tourists

28.2%

16.7%

81 deaths per 45 deaths per
1,000 live births 1000
live
births
USD 2.14 billion USD 9.0 billion

26.4%

na

67 deaths per
1,000
live
births
USD 1.1 billion USD
million

24%

30%

16.9%

16.1%

1,140,156
tourists

2,000,000
tourists

1,527,230
tourists

437,000

971.6

15

Revenue from the tourist
sector

USD 2 billion

USD 3.6 billion USD 2.6 billion USD 299 million

16

Number of graduates
graduating from folk,
vocational and technical
education.
Maternal mortality ratio

150,000

300,000

17

18

113,427

432 deaths per 250 deaths per 556 deaths per 417
deaths
100,000
live 100,000
live 100,000 live per 100,000
births
births
births
live births

Self-sufficiency in uniform
supplies (cloths and shoes)
to the armed forces and
primary and secondary
school students; and

Source: Compiled by the Review Team, 2021

Key:
Color code

Percentage achievement of planned target

Score

100% or above of 2017/18 planned results

Target met

75–99% of 2017/18 planned results

Target slightly delayed

50–74% of 2017/18 planned results

Target delayed

0–50% of 2017/18 planned results

Target highly delayed

Data not available

Data not available

Table 2.6 above shows that Tanzania has achieved some major macro fiscal and monetary improvements.
A very notable achievement is the Tanzanian economy being upgraded from low to lower-middle income
status in 2020 with a GNI of USD 1,080. Domestic revenue was 14.6 percent of GDP in the reform period.
Tax revenue was short of the target by about 2.4 percent; however, that is much better than in pre-reform
period where targets were missed by more than 10 percent. Despite that, tax revenues need much greater
growth.
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By the end of 2019, Tanzania had recorded the average GDP of 7 percent, making Tanzania among the top
three growth performers in East Africa headed only by Ethiopia (9.5 percent) and Rwanda (8.7 percent).
Despite that, Tanzania anticipated a GDP growth rate of 8 percent by 2021. Unfortunately, by December
2020, Tanzania’s GDP dropped to 5.5 percent. The targeted GDP rate will not be achieved because the
general economic performance remains fragile and the country continues to be exposed to external
shocks especially those caused by COVID-19 pandemic. Apart from COVID-19 pandemic, among main
causes of the underperformance of the economic growth during the 2015-2020 period is the distorted
and underdeveloped structures of production.
Sector wise, the reforms in the mining sector has tremendously improved the contribution of the mining
sector in the growth of GDP by exceeding the expectation by 14 percent!. However, the tourism sector
started very well with an annual average revenue of USD 2.6 billion. Unfortunately, by 2020, the rate of
growth of the sector declined by 80 percent mainly due to COVID-19 pandemic. The manufacturing sector
has underperformed contrary to the expectation of critics. This has also affected the rate of FDI flows into
the country whereby the government has met only 10 percent of the targeted FDI by 2020. Thus, there is
a need to set policies that will improve FDI, boost manufacturing sector GDP’s contribution and reforms
to recover the tourism sector. These are crucial sectors for economic development in Tanzania
With the exception of the maternal mortality ratio, social indicators have also tremendously improved.
Before reforms power capacity was just a third of what it is now. The country was literally in darkness.
More than 28 percent of the country was under the poverty line. Poverty is down to 2 percent by 2019.
This makes a palpable difference in people’s standard of living.
2.5 Projected Economic Outlook: Way Forward
2.5.1 Baseline Scenario
Tanzania has a markedly diversified economy characterized by substantial public spending, storm
investment growth and an upturn in exports. Tourism, mining, service, construction, agriculture and
manufacturing are notable sectors. The government has advocated for prudent fiscal management,
mitigation of the financial sector vulnerabilities and implementation of reforms to improve the business
environment.
Tanzania has sustained a stable GDP growth of around 7 percent until 2020 when it dropped to around
5.5 percent mainly due to the socioeconomic effect of COVID-19 pandemic. Inflation has also been stable
at 3 percent due to an improved food supply. The Tanzanian shilling is fairly stable at an average exchange
rate of 2,300 per US dollar. The fiscal deficit currently stands at 1.4 percent of GDP and the contribution
of tax revenue to GDP is 14.6 percent.
The government main agenda is to improve on the business environment through improved
infrastructure, access to financing, and education process. The government prioritizes efforts at improving
public administration and managing public resources for improved social outcomes all geared to restoring
public confidence amid the achievement of TDV 2025.
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2.5.2 Main Risks
§

Tanzania is already suffering substantial economic costs. Decreased external demand and travel
bans in Tanzania and abroad have already had a severe impact on the tourism sector and
dampened other non-traditional exports as well. Externally oriented companies are reporting
significant declines in their expected sales. Tour operators experienced a decline in revenue in
2020 by 80 percent or more, while major exporters of fruits and agricultural products incurred a
loss of around 40 percent. Lower activity has eroded the tax base, in particular in sectors that
have already ceased to operate such as tourism.

§

Growth in private consumption, accounting for roughly two-thirds of GDP, will slow as a result
of higher consumer risk aversion, and higher precautionary savings due to policy uncertainty. As
the new government insists on maintaining the legacy of the predecessors, public consumption,
accounting for roughly 6 percent of GDP, will see an increase to finalize the planned development
projects under the FYDP II.

§

Growth in private investment will also fall due to the surge in global uncertainty, reduced capital
inflows to the region and increased investor risk aversion across all sectors of the economy as a
result of COVID-19 pandemic and policy uncertainty.

§

The current account deficit is expected to increase from 3.0 percent to 3.9 percent, with
contractions in global demand outweighing positive price developments for oil and gold. The
global slowdown and travel bans will reduce exports of services related to tourism and to
transport services to neighbor countries, reducing employment in that sector and in related
activities. Exports of manufactured goods will also decrease due to a contraction in global
demand.

§

Low total factor productivity growth, considerable poverty and a skill mismatch in the labour
market. Poverty, inequality and youth unemployment continue to persist despite recent growth.

§

The risk to the domestic economy of external instability is modest due to comfortable cushion of
foreign exchange reserves and low levels of external public debt.

2.5.3 Medium-Term Macroeconomic and Fiscal Scenarios
In this section, we use the current status to gain more insights about the future of Tanzanian’s economic
outlook. Specifically, three policies are considered. In Scenario 1, we assume the same current policies are
used implying that the current public infrastructure investment will continue to prevail even in future.
However, this comes at a cost of private sector crowding-out in the credit markets. Moreover, public
investment increase public debt to finance infrastructure investments. scenario 2 assumes the policies of
the past five years may not bring growth in future therefore, reforms are needed to promote accelerated
private sector investment and reduce macroeconomic imbalances. This implies that public investment
expenditure will be reduced and partially be substituted by more private sector involvement. Finally,
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scenario3 represents an accelerated public infrastructure investment which will increase more growth but
will further crowd-out private sector credit and lead to more inflation. This is based mainly on assumption
that if capital investment brought accelerated economic growth in the past five years, then it can do in
future as well.
These scenarios are based on the following general assumptions:
§
§
§
§

There are no changes in export prices for commodities.
There are no changes in terms of trade.
There are no institutional changes
There are no banking crises expected.

Table 2.7 below provides a projection of the medium term macroeconomic and fiscal outlook in three
scenarios explained above.
Source: World Bank and Review Team’s own calculation
Table 2.7: Medium-Term Outlook, Annual Percent Change
Baseline

Scenario 1

2020

2021

2022

Scenario 2

2021

2022

Scenario 3

2021

2022

Consumption

69.2

68.7

69.8

71.2

71.9

73.6

74.2

Gross fixed capital investment

4.0

8.7

9.1

7.2

6.6

9.9

10.1

Inflation (consumer price index)

3.7

3.8

3.4

3.5

3.9

4.2

Current account balance (% of GDP)

-1.2

-3.8

-3.9

-3.2

-3.5

-3.8

-3.9

Net foreign direct investment (% of GDP)

0.8

1.5

1.7

1.6

1.9

0.9

1.1

Fiscal balance (% of GDP)
Debt (% of GDP)

-1.4
39.1

-1.2
38.1

-1.3
37.9

-1.1
38.6

-1.3
38.4

-1.7
41.3

-1.9
41.7
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Highlights
This section provides a detailed discussion of issues that arose during the reform period which need to be addressed using
policy advocacy. Section 3.1 discusses lessons learned relating to macroeconomic and fiscal performance; sectoral
performance such as agriculture, manufacturing and tourism; human capital development; and capital investment and
flagship projects. Section 3.2 discusses cross cutting issues which are business environment; the digital economy;
Sustainable Development Goals (SDGs); youth promotion in agribusiness; and section 3.3 outlines the main gaps in the
reform and assessment process. In each of these sections, policy recommendations are made for policy advocacy.
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3.1 Lessons Learned
3.1.1 Macroeconomic and Fiscal Performance
1. Table 3.1 below provides the composition of the Tanzanian GDP for the main sectors in the economy.
It can be noted that the current share of agriculture to GDP is 4.4 percent while the manufacturing
sector contributes to 5.8 percent of the GDP and the services sector’s contribution is 6.4 percent.
Further observation shows a decline of relative share of agriculture to the GDP over time; while the
contribution of the service sector to the GDP has been increasing. On the other hand, the share of
the manufacturing sector to GDP is very low.
Table 3.1: Share of GDP of Key Economic Sectors
Sector

2015

2016

2017

2018

2019

2020

Crops

9.4

7.6

5.4

6.4

5.1

4.4

Agriculture support services
Mining and quarrying
Manufacturing
Construction
Services

6.1
6.4
10.0
2.5
9.3

4.5
10.0
7.1
12.9
6.4

4.0
7.4
10.8
14.5
6.3

5.5
5.3
8.2
15.1
5.3

5.1
1.5
8.3
13.7
6.3

2.2
17.7
5.8
14.1
6.4

Source: Bank of Tanzania (BOT)
The main characteristic of a growing economy is the reduction of the GDP share of agriculture and a
rise of the GDP share of the manufacturing sector, followed by a rise in the share of services sector
(Witt & Gross, 2019). In Tanzania however, the share of agriculture has declined sharply over the
reform period while the share of the manufacturing sector to GDP decreased and that of services
sector increased. It implies that the decline in the contribution of the agriculture to GDP was
compensated by rise in the share of the services sector. In addition to that, that the industrial sector
in Tanzania did not grow over time and the transfer of labour occurred mainly from agriculture to
lowly paid services rather than industries.
2. It appears the reforms made in 2015-2020 were unable to promote competition in the manufacturing
sector. Thus, the long term situation in the share of the manufacturing sector to country’s GDP should
be the cause of major concern and should be dealt with all seriousness. This is addressed more in the
next subsection.
3. Fiscal performance has still some way to go. The gross fiscal deficit has come down from 3.4 percent
of GDP in 2015 to 1.4 percent of GDP in 2020. However, this needs to go to 0.5 percent of GDP by
2025 in order to enable the government sustain the economy. Moreover, tax revenue has recovered
to almost 15 percent of GDP from 13.9 percent but this needs much greater growth. According to the
Economic Survey (NBS, 2019), 35 to 55 percent of the revenue in Tanzania is not taxed. Thus the
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government should focus on maximizing on untaxed sources of revenue. To increase government
revenue, a strong need for improvement of business environment is crucial. This is elaborated more
in section 3.2 below.
3.1.2 Sectoral Performance
3.1.2.1 The Agricultural Sector
One of the most disturbing features of the recent growth experience has been that of the deceleration in
the agriculture growth. During 2015-2020, the agricultural sector’s contribution to GDP grew much slower
than the rest of the economy, averaging 4.4 percent a year or 1.4 percent per capita. With more than 70
percent of the poor dependent on agriculture for their livelihoods, agricultural sector growth is crucial for
poverty reduction. Global evidence shows that on average, growth in agriculture is two to three times
more poverty-reducing than the same amount of growth elsewhere in the economy (World Bank, 2019).
Although the relative share of agriculture to the country’s GDP has declined over the 2015-2020 period,
this sector will remain the main contributor to income and employment in the near future. This sector will
continue to play an important role in achieving food security, reducing rural poverty and fostering
economic growth. More importantly, it is also a major supplier of raw materials for industries in the
country thus crucial in achieving the industrial economy.
The decline in the agricultural contribution to the GDP growth is mainly caused by two reasons: rural
urban migration and reduction of households who are engaged in agricultural activities. For example, the
share of households that were rural fell from 74 percent to 66 percent between 2008 and 2014. This was
accompanied by a similar decline in the percent of households engaged in agricultural activities (from 82
percent to 73 percent), and even a decline in the percent of rural households engaged in agriculture (from
97 percent to 91 percent). Data from field survey of small scale farmers in Shinyanga and Mwanza regions
proved this phenomenon. 52 percent of surveyed small scale farmers have deviated to informal activities
such as masonry, food vending and so on.
Based on information from the survey, there are three main reasons that motivated famers to diversify.
First, the problem of food deficit has not been so acute in recent years and farmers have been producing
at near self-sufficiency levels. Table 2.6 above shows that Tanzania has achieved food self-sufficiency of
118 relatives to the expected rate of 135. Second, crop cultivation is prone to natural calamities, thus
there is a risk of loss due to crop failure. So the famers invest in alternative sources of production to
minimize the risks. Third, low prices and unreliable market especially in neighboring countries. The
situation has become worse due to COVID-19 pandemic where borders with neighboring countries have
closed down. Fourth, with the reduction in government subsidies from inputs, crop farming has become
less remunerative.
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Box 2: Average Profit of a Smallholder Maize Farmer

Field data show that currently, a tin of maize (about 20 kgs) is sold at Tshs. 5,000/USD
2.5. This price only gives the farmer a profit of only Tshs. 150/USD 0.075 per tin which
is extremely low. Therefore, the low bargaining power is another potential challenge
for the farmer. The average total cost for each tin (20 kgs) of maize produced by a
farmer is as shown below.
S/N

Item

1
2
3
4

Production costs
Purchase of packing material (a sack)
Crop cess
Transport cost
Total
Average price
Profit

Amount in
(Tshs)
3,750
133.30
166.70
800
4,850
5,000
150

Amount in
USD
1.875
0.067
0.083
0.4
2.425
2.5
0.075

Although many economy theorists argue that one of a sign of growing economy is that a share of
agriculture to GDP should fall and this should be compensated by a rise in the manufacturing sector, in
Tanzania this has not been achieved so far, implying that the reduction of the GDP is basically reflected in
the challenges facing the sector.
Policy Recommendations:
I.

II.

The government should increase expenditure in the agriculture sector. During the first few
years of the post liberalization period, agricultural inputs were heavily subsidized. However, a
gradual withdrawal of subsidies from agricultural contributed significantly in the reduction of
the agricultural sector’s share in the GDP. Borrowing from successful model of Malaysia in
reviving the agricultural sector, the government should heavily invest in extension services and
technical education in the rural area to improve productivity especially of strategic crops as
well as crops that will match well with the country’s strategic industrial growth.
The government could use Township and village Enterprises (TVEs) which involve the use of
small scale processing industries managed at the local level to add value to agricultural
products. These will later become big industries. This model has been very successful in China
and more than 70 percent of TVEs in China became very successful plants 20 years later (Fu &
Balasubramanyam, 2003).
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3.1.2.2 The Manufacturing Sector
Although Tanzania has emerged as one of Africa’s fastest-growing economies, its manufacturing sector is
still far from being an engine of growth and economic transformation. It currently plays a marginal role in
employment creation, exports, and output, and falls short on stimulating domestic linkages. The sector is
dominated by small firms and resource-based industries, low-value and low- technology products, and
weak inter-sectoral and intra-sectoral linkages.
Achieving Vision 2025, a plan to make Tanzania an industrial economy requires an annual manufacturing
growth rate of 25 percent and an increase in manufacturing’s share of GDP to 20 percent by 20251. With
the current trend, the economy will fall short of this ambitious target. And as discussed, there are plenty
of reasons to be skeptical about the prospects for success.
In some ways, the structure and performance of the Tanzanian manufacturing sector mirrors the wider
sub-Saharan African experience. Despite determined efforts through industrial policy, the industrial
development strategy and the FYDP II’s focus on specific priorities; but still the performance has been
underwhelming.
Despite what is arguably an unusual degree of coherence in industrial policy, the design and execution of
this policy has continued to exhibit many weaknesses. There was inadequate application of reciprocal
control mechanisms to enhance performance and change the behavior of industrialists across sectors.
Incentives had been partially misused with little monitoring or discipline. Weak capabilities in project
design and implementation, as well as misguided procurement practices, have hobbled some strategic
large-scale projects and this in turn has made it more difficult to achieve import substitution and export
earnings targets in the FYDP II. Furthermore, industrial policies have been uneven across selected key
sectors and often not wholly based on well-researched industry-specific studies.
Information from the Ministry of Finance (National Planning Division) during Key Informant Interviews
(KIIs) revealed that industrial growth was higher during the 2010-2015 regime in the immediate
exuberance of industrial policy reforms. However, there was a significant slowdown during the 20152020 regime because the Tanzania industrial sector was undergoing significant technical restructuring,
business process restructuring, financial restructuring; all at the same time. Several industries are being
opened, exports are growing, and the balance of payment is improving.
Nonetheless, the evidence also suggests that Tanzania’s commitment to structural transformation in
recent years may be starting to bear fruit. The government has also developed the beginnings of a sharper
policy focus. First, it encouraged investment in new productive capacity, especially in priority
manufacturing activities (in light manufacturing, basic wage goods and import substitution, and strategic

1

Integrated Industrial Development Strategy of Tanzania
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new industries such as new energy). Light manufacturing industries are acknowledged to be export
oriented, labor intensive, linked to agriculture, and involve tradable goods. Moreover, the focus on
infrastructure development and education is vital for the expansion of manufacturing sector in future.
Policy Recommendations:
I.
II.

III.
IV.

V.

A new approach to hub development, agglomeration, and clustering will be deemed essential,
with the focus on building sustainable, specialized parks that apply a plug- and-play model.
Green industrialization and climate change, understanding and insertion into the global value
chain, and accelerated technological advances and increased servicification are important
international trends that should be incorporated into the design of industrial polices.
There has also been a lack of access to long- term industrial financing for domestic firms due to
the limited capacity of public banks and the lack of interest by private banks in such financing.
Despite an industrial policy that has in some respects been prepared in order to encourage
accelerated manufacturing activity, relative prices in the Tanzanian economy clearly still deflect
investors away from manufacturing.
Much research remains to be done fully to understand what has gone wrong with industrial
policy in Tanzania.

3.1.2.3 The Tourism Sector
A special attention should be given to the tourism industry. Tourism has been a significant export and
driver of economic growth for Tanzania for so long. However, tourism has been severely affected by
COVID-19 whereby International travel bans have almost stopped the flow of tourism in Tanzania, thus
the real growth rate of 6.2 percent by the end of 2021 will not be achieved. In formulating of the FYDP III,
the government should revise the target performance in this sector as it could take few more years before
the international tourism takes off. Due to this, the government should consider making special
interventions relating to key stakeholders in the tourism value chain.
Policy Recommendations
I.

II.

Based on field data, currently, due to decline in business, a tour guide pays 75 percent of its
income in taxes and charges and license fees which are fixed. For example, the government
could consider waiving payment of TALA/license fee of USD 2,000 for this year since most tour
operators did not do significant business this year. This was a request of 95 percent of tour
operators surveyed in Moshi region.
The government should consider diversifying and maximize on internal sources of revenue to
compensate for the revenue loss from the tourism sector.
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3.1. 3 Human Capital Development: The Poverty Index
Estimates that were presented in part two of this report (see Table 2.6) show that incidence of poverty
in Tanzania has declined in 2015-2020. Such a positive development is a result of the reform measures
particularly those which targeted marginalized group including women and youths as well as the
interventions of development partners to improve income of the poor. Nonetheless, the official poverty
index is still debatable among academics and other key stakeholders in Tanzania. Despite the controversy,
there has been a notable improvement in the magnitude of social indicators; which was also evidenced
during data collection period. 40 percent of rural surveyed respondents acknowledged a significant
improvement in social services at less costs such as electricity, water and health services relative to the
pre-reform period. In urban areas, the rate increased to 60 percent. Despite these achievements, the
following notable issues are worth a closer look:
1. Although poverty has been reduced considerably to less than 30 percent, this level is still too high
with 14 million living below the poverty line which itself is at a very low level. Specifically, the
percentage of population living below the poverty line is higher in rural areas than urban areas.
2. Despite substantial economic growth during the period 2015-2020, poverty-to-growth elasticity’
was only -0.26, among the lowest in the World. Poverty reduced by 0.25 percentage points per
year while in recent years the average for Sub-Sahara Africa has been 0.72 (World Bank Report,
2019). Poverty did not respond to growth at all. This implies that majority of the Tanzanian
population are not effectively part of the rapid GDP growth that the country has been witnessing
in the preceding decade and in the recent years2.
3. Although there has been a reduction in the incidence of poverty, but the magnitude of the decline
is moderate due to an increase in income inequality. The impact of the reforms on the distribution
of income is negative. It can be noticed from Table 3.2 below that the magnitude of income
inequality, as measured by the Gini Coefficient, has increased over time.
4.
Table 3.2: Trends in Gini Coefficients for Tanzania Mainland
Year

Dar es Salaam

Other

Urban

Rural Areas

Areas

Tanzania
Mainland

1991-92

0.30

0.35

0.33

0.34

2000-01

0.36

0.36

0.33

0.35

2007

0.34

0.35

0.33

0.35

2011-12

0.35

0.37

0.29

0.34

2017-18

0.42

0.38

0.32

0.38

Source: Household budget survey 2017-2018 Handbook (2019, Page 15)

2

This requires a careful interpretation because there are almost a third of Tanzanians in the informal economy who are not
addressed in this ratio.
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This implies that an increase in the rate of economic growth in the society of unequal distribution
of assets and productive power, results in further inequality in the distribution of income.
Therefore, it is important for the government to consider reform framework that will address
both poverty reduction and income equality in the next phases of reforms. A high level of income
and with low level of inequality will ensure social welfare in the society.
Policy Recommendations:
I.

For example, Ethiopia is one the leading countries in income equality in East and
Central Africa. She achieved this achieved by maintaining egalitarian land holding
system in rural areas3. Thus, borrowing from this model, Tanzania will be able to
significantly reduce inequality.

3.1. 4 Capital Investment and Flagship Projects
A surge in public investment in Tanzania in the 2015-2020 period has prompted interest regarding the
optimal scope of public investment. Critics have showed concern over public investment and worry that
Tanzania could be investing too much in public expenditure at the expense of private investment and
social services.
Infrastructure has driven economic growth in the past and it is an important driver of growth in future.
However, when there is a financial constraint, issues of trade-off between the two will arise. Although
infrastructural investment is critical for growth, it needs to be financed in a way that reduces trade-offs
with private sector investment, which is equally critical for growth. Infrastructure investment may crowd
in private sector activity if an infrastructure bottleneck is alleviated. At the same time, it denies access to
credit of another firm that is ready to expand and create jobs.
To sustain an economic growth, Tanzania faces a critical choice; should it continue to direct the bulk of
domestic financing towards infrastructure or should it allocate more to support private investment? The
benefits of both infrastructure and private investment cannot be over emphasized. Striking a balance is a
delicate task and economic analysis can only help policy makers to determine the opportunity costs of
financing infrastructure. On average, extra dollar of public investment raises private investment by
roughly 2 USD and output by 1.5 USD. These results are derived from a two stage least square estimates
(see table 3.3 below). Results imply a strong degree of complementarity between private and public
capital because of high economic return from development projects and fact that Tanzania still faces
deficit in infrastructure.

3

Theory and empirical evidence suggest that pro-poor redistribution of productive assets, especially land, can achieve significant
increases in agricultural productivity. In contexts of imperfect markets, interventions that increase equality of access to assets
should have a positive effect on the productivity of those who are worst affected by market failures (Cornia & Martorano, 2016).
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Table 3.3: Results of the Regression Analysis
All observations
The response of Private investment to Public Investment
Change
in
government 1.9331**
investment
(1.082)
F-Statistic
14.57
The response of Output to Public Investment
Change
in
government 1.491**
investment
(0.873)
F-Statistic
14.94

Excluding Influential observations
2.288**
(1.194)
12.98
1.388**
(0.7160)
12.66

This table reports results of regression of changes in real GDP on changes in public investment. All changes are constant USD currency
unit and scaled by led GDP. Changes in predicted disbursement on loans from official creditors are used as an instrument for changes
in government investment. Heteroscedasticity consistent standard errors are indicated in are parentheses. ** indicates significance
at 5 percent level.

Source: Review Team

In addition to that, the investment in physical infrastructure is playing a vital role in expanding productive
capacity and enhancing competitiveness. By funding the bulk of investment in infrastructure out of
taxation over the last five years, the government has been building up physical assets without offsetting
financial liabilities significantly. When the infrastructural programme is largely completed, sometime in
the next decade, the government will then have large asset that will continue to provide services for future
generations.
3.2 Cross cutting Issues
3.2.1 Business Environment
Private sector development is crucial in achieving Tanzania’s TDV 2025 to industrialize her economy. In
implementing the FYDP II, many initiatives and reforms have been made by the government and other
stakeholders in the past five years to improve the business enabling environment. For instance, Tanzania
introduced Business Environment Strengthening in Tanzania (BEST) programme; Roadmap for
Improvement of Tanzania Business Environment and Big Results Now (BRN). The most recent
initiative involves the Blueprint for Regulatory Reforms to improve the business environment with the
aim of eradicating various barriers in trade in order to attract more investment in the country. In
achieving this, several interventions have been made. These include:
§
§

§

Elimination of 173 levies relating to agriculture, livestock and fisheries; Occupational Safety and
Health Agency (OSHA), and manufacturing.
The establishment of joint border service delivery centers (One Stop Border Posts-OSBPs) on the
borders of Tanzania and her neighboring countries in order to strengthen trade between Tanzania
and neighboring countries.
The establishment of One Stop Service Centers which have facilitated the delivery of customer
service more quickly;
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§

Revitalization of the Bureau of Standards (TBS) and the Authority of Medicines and Medical
Devices that had overlapping roles.

Despite all these efforts by the government and development partners, serious gaps still exist. The
implementation of the current policy reforms such as the blueprint have not yet produced the concrete
benefits expected. The Tanzania’s regulatory quality is still below that of neighboring countries. The
regulatory environment for doing business has not significantly improved and is still a major constraint
on economic growth. The World Bank’s Ease of Doing Business index shows that regulatory factors inhibit
new businesses and raise the cost of starting one. Tanzania ranks the lowest of four East African
countries overall, and on half of the featured indicators.
Moreover, according to WDI (World Development Indicators, 2020), the number of new businesses
registering every year has fallen by 30 percent, which suggests significant disincentives in this part of the
economy. In the first quarter of 2020, the pace of business environment reforms is still slow. In addition
to that, a significant decrease in the amount of FDI cannot go unnoticed. The Tanzania Investment Centre
set a target in 2016 of attracting USD 5 billion in FDI inflows by 2020. However, UNCTAD data shows FDI
inflows dropping from USD 1.5 billion to just USD 846 million, and only recovering each year since then
to reach only USD 1.1 billion in 2020.
Field evidence shows that out of the 10 constraints on ease of doing business (i.e. enabling
environment, starting a business, dealing with construction permits, getting electricity, registering
property, getting credit, protecting minority investors, paying taxes, trading across borders, enforcing
contract Resolving insolvency); the private sector is more constrained with paying taxes, trading across
borders and getting credit.

Figure 3.1: Ease of Doing Business Survey Percantage
(%)
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Businessmen complain of unfair estimation of taxes whereby the estimation is often inconsistent with
the requirements of the tax legislations. This forces some traders to close their shops and/or use the
Machinga ID cards to minimize tax liability.
The main existing challenges involve improving policy coherence, quality and coordination across a
multi layered governance system. Reforms should proceed steadily if attention is paid to the
implementation, enforcement and accountability for results.
In many cases, laws are only loosely stipulated or written in a manner that is subject to several
interpretations resulting in inconsistencies between laws regulations and bylaws. As a result,
implementing agencies often misinterpret the laws and regulations either unknowingly or purposely.
Constraints in the resources for implementation is a matter of concern. The government lacks
resources to implement, evaluate and monitor the implementation of the laws and regulations.

Policy recommendations:
I.
II.
III.
IV.
V.
VI.
VII.

Design/formulate a Unified Enterprise Law (UEL) and a Common Investment Law (CIL)
Introducing regulatory impact assessment.
Improve the quality of dialogues and consultation on the Blue Print.
Increase awareness raising on the benefits of the reforms under the law in cooperation with
the mass media.
Further improvement of the blueprint with inputs and lessons generated out of the
implementation made so far.
Effective use of the blueprint on the proposed reforms of UEL and CIL.
Moreover, the Tanzania National Business Council needs to be revitalized if it is to deliver on
its mandate to promote and sustain public-private dialogues.

3.2.2 The Digital Economy
The significant development in the digital technology sector has increased access and lowered the cost of
digital devices. Access to internet has improved productivity and stimulated creativity and emergence of
emerging technologies have provided a platform for developing countries like Tanzania to use digital
technology to drive economy. Although it is an emerging prospect, the digital economy is expanding across
Tanzania. According to the WB report, the digital economy in Tanzania accounts to 16 percent of the
country economy. The digital economy is also projected to account for ¼ of the country economy in the
next ten years.
Field experience show that, more than 50 percent of surveyed traders use online forum to effect
transactions which are not regulated and not subject to any tax payments. Traders shared with the review
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team that when TRA close their businesses due to high tax estimation, they continue with online
customers which does not involve any disturbance from the government including registration of business
and so on.
Youths are the enablers of any digital revolution, hence with 60 percent of the population composed of
youths, Tanzania has a great potential to succeed in the digital economy and contribution to the economic
growth. This signifies how crucial it is for the government to start seriously considering and properly
document the digital economy.
Policy Recommendations:
To begin with, the government must have proper digital economy strategy. With the execution of the
digital economy strategy, the digital technology sector has a potential to double its contribution to
the economy over the next five years. The digital economy strategy among others should include the
following interventions:
I.
II.
III.
IV.

V.
VI.
VII.
VIII.
IX.

X.

Establishing a ministry of communication and digital economy.
Designing and implement a national Digital Economy Policy and Strategy.
Developing effective regulations of the digital sector to boost growth.
Massive training and sensitization of all cadres to enable obtain digital literacy and other digital
skills. This includes incorporating digital economy into our syllabi especially in ICT and short
term training programmes as a requirement for employment.
Deploying fixed and mobile infrastructure to deepen the broadband of penetration.
Supporting the government digital service and the provision of robust digital platforms to drive
the digital economy.
Strengthening public confidence in the use of digital technologies and participation in the
digital economy. (soft infrastructure)
Developing vibrant digital ecosystem that supports innovation Driven Enterprises (IDE) and
MSMEs in way that boosts innovation.
The World Economic Forum predicts that over 60 percent of global GDP will be digitized by
2022 and that over the next decade, digital platforms will be used to create close to 70 percent
of new value. Tanzania is not an island; she must engage in the utilization of the economy as
well.
Moreover, the rapid growth of the digital economy brings a new tax challenges to many
developing countries. The tax structure/regimes are not well equipped to deal with this new
phenomenon. The shift from a traditional bricks and mortar commercial environment to one
that is electronic and information based poses serious challenges to the traditional tax regime.
The Tanzania Revenue Authority has to be careful to ensure that it protects the revenue base
without hindering either development and use of new technologies or their involvement in
business community in the emerging market place. Thus, an evolutionary approach is
preferable to the introduction of a radically different tax regime for the digital economy. A
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radical approach targeting the digital economy and isolating it for special treatment would be
ill advised because of how pervasive digital technologies are and their unpredictable future
development. Thus, a gradual evolutionary approach that considers the different digital/online
businesses models and how even these evolve is necessary. Most of the current proposals that
are most applicable in African countries use a one size fits all approach to taxation of digital
based forms based on their gross revenue, and more risk of double taxation.

3.2.3 Sustainable Development Goals (SDGs) in Tanzania
Background
The United Republic of Tanzania espouses the socio-economic transformation of the country to a middle
income semi- industrialized country. This is enshrined in the Tanzania Development Vision 2025 and the
Zanzibar Development Vision 2020 with attributes including zero abject poverty, high quality livelihoods,
a learning society and competitive industrial sector. As a member of the United Nations, the United
Republic of Tanzania has endorsed Agenda 2030 for Sustainable Development and the 17 Sustainable
Development Goals.
The Sustainable Development Goals (SDGs) are an extension to the previous global Millennium
Development Goals (2000-2015). The SDGs constitute a post-2015 development agenda with a vision for
equity, sustainability, peace and security, and the elimination of poverty. The SDGs are outlined in Agenda
2030, with 17 Sustainable Development Goals were endorsed by the Heads of State and Government at
the United Nations Sustainable Development Summit, in September 2015. The 2030 Agenda for
Sustainable Development outlines a plan of action for the planet where “no one is left behind.” The
Agenda serves as the overall framework to guide global and national development action plan.
Implementation of Sustainable Development Goals (SDGs) in Tanzania
In the United Republic of Tanzania, SDGs are being implemented through the FYDP II framework. Taking
advantage of the opportune timing of the SDGs and the national medium-term development plans’
formulation, efforts were made to mainstream the SDGs into these plans, with further action being taken
during the formulation of subsequent sector plans and strategies. The implementation of the national
development strategies is therefore aimed at achieving both the national development goals and SDGs
with milestones set to be achieved at a given point in time
For that to be realized, the country’s SDGs co-ordination and monitoring mechanism is positioned within
the framework of the Five-Year Development Plan Monitoring and Evaluation Strategy (FYDP II - MES)
which provides mechanisms for tracking the progress of the SDGs’ implementation as an integral part
of implementation of FYDP II. The Prime Minister’s Office provides overall oversight of the framework,
while, the responsibility of co-coordinating the implementation and monitoring of FYDP II is bestowed
upon the Ministry of Finance and Planning (MoFP). The co-ordination Steering Committee, comprising of
Permanent Secretaries of key ministries is responsible for providing oversight and the operationalization
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of FYDP II (and by extension, SDGs coordination). The Steering Committee is under the Prime Minister’s
Office. The Committee is supported by the Co-ordination Secretariat, which is comprised of the Deputy
Permanent Secretaries of key ministries. The co-ordination mechanism for the SDGs, once finalized is
aligned to the national frameworks for policy implementation, monitoring and reporting, including the
2030 Agenda.
Engagement of Stakeholders
The United Republic of Tanzania has adopted a “Whole of Society” approach for implementation and
attainment of the SDGs. The Government engages various categories of stakeholders in order to build
awareness and to sensitize them on the roles they are expected to play in implementing the SDGs. Among
other things, this entails seminars and presentations/talks to different stakeholders in various fora.
Among those engaged are Members of Parliament (MPs) in the Mainland who are instrumental in sending
the core messages of the SDGs to local level; and ensuring government budgets include the SDGs as
priority spending areas and are integrated into local development plans and projects. A Parliamentary
Group on Sustainable Development (PGSD) monitors the implementation of the SDGs at local level and
provides regular feedback and guidance.
Several stakeholders’ consultations on the SDGs implementation were conducted country-wide and
involved representatives from the private sector/businesses, Non-Governmental Organizations (NGOs),
CSOs, Development Partners, ethnic groups, academia, professional groups, labor associations, women
networks and youth networks as well as the media.
As part of the preparatory process towards HLPF, the Global Compact Network Tanzania (GCNT), a multi
stakeholder platform for private sector, CSOs, UN agencies, development partners and government;
undertook a series of engagements and consultations with businesses and CSOs. The consultations aimed
at engaging the Tanzania private sector in the SDGs, as well as reporting on the implementation of the
SDGs.
Main Gaps in the Implementation of SDGs in Tanzania: Localization of SDGs
There is a shared understanding among stakeholders in Tanzania of the urgency of addressing the many
socioeconomic and environmental issues standing in a way of sustainable development. It is for this
reason that Tanzania adopted a list of 17 Sustainable Development Goals (SDGs) issued by the United
Nations (UN) which aim at accelerating the transition towards sustainable development by 2030.
However, the sense of ownership of the SDGs within the political arena in Tanzania is currently limited.
Although great efforts have been done so far by the government and other key stakeholders to adopt
the SDGs in Tanzania, the adoption has not been well localized due to limited involvement of crucial
stakeholders to development who are mainly local authorities/actors and the public. The bottom up
approach to sustainable development with its key recognition of key role of the LGAs, CSOs, private
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sector and the public has been recognized by development partners such as the EU4. This subsection
discusses the main weaknesses in the current SDGs implementation model that key stakeholders need
to focus on. We also suggest practical modalities that Tanzania could adopt to fully harness the
potential of SDGs at local level. Recommendations are based on a review of academic and institutional
literature, as well as key informant interview with representatives from the National Bureau of
Statistics (NBS), national and local governments responsible for the implementation of SDGs strategies
in Tanzania. Apart from that, we use responses from a survey made in Shinyanga, Mwanza, Dodoma
and Moshi to assess the awareness of SDGs among the public.
Limited Involvement of LGAs in the Implementation Framework of SDGs
Based on the 2030 Agenda, effective implementation of SDGs has to be bottom up, not top down in
particular through LGAs. The Local Government Authorities (LGAs) involvement in SDGs implementation
in Tanzania is minimal. There is no structured programme for localizing SDGs and actions are limited to
mainly awareness creation, advocacy and alignment of LGAs work to SDGs. Fundamentally, the 2030
Agenda is an agenda for local governments progress on all of the SDGs and requires robust contribution
from LGAs. Thus, participation by LGAs in co-ordination mechanism and follow ups and review processes
needs to be scaled up. Moreover, attainment of SDGs at local level is constrained by several challenges
including inadequate human and financial resources to effectively participate in the 2030 Agenda
implementation.

Policy Recommendations:
I.
II.
III.
IV.
V.

VI.

VII.

Allocate responsibility for local SDGs implementation activities to relevant specific LGA
departments, including its monitoring and reporting.
Collaborate with the National Bureau of Statistics (NBS) to develop baseline segregated local
data and indicators for local monitoring.
Undertake SDGs awareness-raising and capacity building programmes in LGAs both for new
and existing staff. This can involve CSOs, academicians, MPs etc.
Adopt the available toolkits for localization of the SDGs.
Monitor and learn from international good practice policies on SDGs
implementation/localization including through decentralization cooperation programmes and
participation in global, regional knowledge sharing sites and events.
Enhance collaboration on SDGs policy with the central government and TAMISEMI and MPs in
order to secure political support for the SDGs related advocacy work and obtain domestic
resources for SDGs implementation and activities.
Collaborate with development partners such as UNDP to have adequate access to expertise
and financial resources for SDGs implementation at local level.

These include: The Sustainable Development Goals: What Local Governments Need to know (2015); Roadmap for Localizing the
SDGs: Implementation and Monitoring at Subnational level (2016).
4
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VIII.

Incorporate localization of the SDGs plan in the next FYDP III.

The Level of Awareness on SDGs is Low Among the Public
The level of awareness on SDGs is low among the public and mostly limited to CSOs and government
officials. Raising public awareness of SDGs is a critical pre-requisite for their implementation.
Understanding of the public attitude is a first step towards engaging the public in promoting SDGs.
However, little is known about attitude formation among the public towards SDGs at the national level.
To explore this, we carried out a survey in four regions in Tanzania to assess public perception and attitude
with regard to SDGs.
Results show that, 80 percent of urban people are not aware of the SDGs and 88 percent of rural people
have never heard of SDGs. Moreover, public support of SDGs is determined by gender, education, and
SDGs knowledge. This implies that male respondents and better educated individuals have a higher
likelihood of supporting SDGs. In addition to that, the public perceives SDGs as associated with
environmental issues rather than involving economic, social, and environmental framework. Interestingly,
people are more aware of MDGs than SDGs; implying a better sensitization was done with respect to
MDGs than SDGs.
Table 3.4: Logistic Regression on Public Support of SDGs in Tanzania
Determinants of Public Support of SDGs
Education

Public Support of SDGs
-0.9213**
(0.0000)
-0.3932
(0.3051)
0.3995
(0.3001)
0.0513
(0.3028)
-0.1248
(0.2597)
-0.6876**
(0.0000)
-0.0882**
(0.0130)
-0.8300
(0.2688)
0.5294
(0.2731)

Place of residence
Age
World View
Income
SDG Knowledge
Gender
µ1
µ2
Note:
1. Estimated are weighted using the survey weights
2. Figures in Parentheses are Standard Errors
3. **Significant at 5% Confidence Level
Source: Review Team
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Policy Recommendations:
I.
An awareness raising strategy tailored for targeted groups will be more effective than a general
public approach in terms of promoting public support of SDGs.
II.
Employ SDGs advocacy for the entire public and more specifically by boosting understanding
among women and less educated individuals.
III.
Translate all SDGs documents and materials into Swahili language to enable more public
outreach.

Inadequate Involvement of CSOs/NGOs in SDGs Implementation Framework
The government engages CSOs and NGOs in order to build awareness and to sensitize them on the roles
they are expected to play in implementing the SDGs. Despite that, stakeholders such as CSOs/NGOs are
not directly involved in the SDGs agenda. They are mainly involved in sensitization and advocacy programs
as well. The few monitoring and evaluation programmes have brought different results which creates
additional challenges in implementing their recommendations.
Localization of SDGs involve how local stakeholders and actors can critically contribute towards the overall
achievements of SDGs and how SDGs can provide a framework for development of local policies. This
means that a direct involvement of stakeholders like CSOs/NGOs within the implementation, evaluation
and monitoring of SDGs is important for a successful adoption of SDGs.

Policy Recommendations:
I.

II.
III.

Promote a more active corporate [or private sector] engagement in specific SDGs by targeting
information campaigns and provision of pragmatic best practice materials, relevant for the
specific SDGs, including easy-to-use indicators for monitoring and concise reporting formats.
CSOs should promote communication, partnership, collaboration and sharing of experiences
between entities working in the same local areas to avoid duplication of efforts.
Creation of SDGs watch, a mechanism to monitor development of SDGs and drafting of a
shadow report to counter balance government’s report, to launch a structured political debate
around the differences in strategic and political opinion between the government and other
stakeholders’ reports.

The Current SDGs Implementation Plan Considers a Short-term Perspective
In Tanzania, SDGs are being implemented through the FYDP II framework. The implementation of the
national development strategies is therefore aimed at achieving both the national development goals and
SDGs with milestones set to be achieved at a given point in time.
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However, it is important to consider a long-term perspective which should exceed the usual timeframe of
five years of the national strategies. Further analysis shows that existing strategies are not well aligned
with the 2030 Agenda and thus appearing as subsidiary strategies.
Key Policy Recommendation:
I.

Developing a long-term national framework that is specific to the 2030 Agenda to compliment
the national sustainable development strategy under the FYDP.

3.2.4 Empowering Tanzanian Youths in Agribusiness: A Lesson from SUGECO Model
Background
By the end of the year 2005, Tanzania was already the 12th largest youth populous country in the World
with 66% of her entire population consisting of people under 25 years. Youths (i.e.15-35 years) accounted
to 35% of the country’s population which constituted 46 million people (AYA, 2006). It is estimated that
by the year 2050, 80% of the country’s population would consist of youths (World Population Prospects,
2020). Moreover, 60% of people joining the formal labor market annually are youths and unfortunately,
only 3% of these youths are absorbed by the market (ILO, 2019). This results in a large number of highpotential educated yet unemployed youths to remain idle across Tanzania which presented an important
economic development challenge for the government and the country in general.
To address this challenge, engaging youths in agribusiness is regarded as an important strategy to create
employment opportunities because agriculture remains the principal employer in the country5. Despite
that, the sector contributes to only 4.4% of the country’s total Gross Domestic Product (Bank of Tanzania,
2020) because of low level of agricultural productivity and earnings caused by traditional farming practices
which added little or no value to the farm products. This causes most educated youths to form a negative
perception /mindset about agriculture as a career despite its great potentiality for employment
opportunities. According to the Integrated Labor Force Survey (2019), youths constitute about 65% of the
total labor force in Tanzania and this is a key factor to increase agricultural productivity by tapping the
potentiality of youths to transform the agricultural sector through innovation and entrepreneurship.
Thus the government in collaboration with development partners have been implementing various
interventions which would facilitate youth engagement in agribusiness since 2005. Despite the efforts,
the level of youth engagement in agribusiness has remained low compared to the high attention given to
the youth agenda at the international, regional and national levels. For example, by the year 2014, there

The Tanzanian economy is based mainly on agriculture whereby 80% of the sector is conducted on small scale by smallholder
farmers in rural areas. These produce about 75% of the national agricultural output employing 80% of the working age population.
5
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were only 800 youth groups that were involved in agribusiness and only 10% had successful agribusiness
projects (NSYIA, 2016).
Interventions by SUGECO
In 2014, Sokoine University Graduate Entrepreneurs Cooperative (SUGECO)6 carried out a study to find
out reasons for low-involvement of youths in agribusiness. SUGECO found out that the main hindrance
was lack of appropriate incentives to support start-ups especially in terms of access to land and finance
for agribusiness projects. Available guarantee schemes like PASS (i.e. Private Agricultural Sector Support
Trust), ACG (i.e. Agricultural Credit Guarantee), and SAGF (i.e. Sustainable Agricultural Guarantee Fund)
were not designed to support startups and pressure on land was high making it difficult to start new farms
by youths interested in primary agricultural commodities.
Based on the gap identified above, there was a need to promote enabling environment to attract youths’
involvement in agribusiness to reduce the rate of unemployment which was threatening the youth
generation in the country. SUGECO sought funds from BEST-Dialogue whose main role is to fund projects
relating to advocacy of laws and policies that address improvement of business environment. SUGECO
designed a project known as “Special Incentive Schemes for Youths in Agriculture” which aimed at ensuring
that: (a) youths interested in agribusiness had access to land and start-up capital; (b) new policies/laws
were designed to improve and ease access to land and startup capital to youths for agribusinesses; (c) the
existing policies/laws relating to access to land and finance by youths were sensitized to key stakeholders
and implemented by the government.
The project involved dialogues between the public and the private sector, official roundtable sessions,
multi-stakeholder platforms, and so on. Key stakeholders included local communities, youths, Local
Government Authorities (LGAs), village councilors, Members of Parliament (MPs), ministers, Tanzania
Investment Centre (TIC), National Irrigation Commission (NIC), Rufiji Basin Development Authority
(RUBADA), and commercial banks such as the CRDB Bank Ltd.
Achievements
After several dialogues, workshops, consultative meetings and media campaigns, the following
achievements were made:
First, the government in collaboration with private sector stakeholders designed the National Strategy for
Youth Involvement in Agriculture (NSYIA for 2016-2021) which took into account most of the
recommendations made by SUGECO during the advocacy campaign. The strategy aimed at facilitating
youths for self-employment and creating enabling environment for attracting the youths to participate in
agricultural economic activities along the value chain.

SUGECO is a Private Sector Organization which was established in 2011 at Sokoine University of Agriculture with the objective
of assisting youths and graduates interested in agribusiness and self-employment by focusing on supporting them with business
start-ups; access to capital, land, technology and human resource.
6
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Second, the LGAs started to enforce their bylaw of providing funds for youths for agribusiness start-ups
whereby in the financial year 2016/2017, district councils established youth SACCOS and the government
agreed to allocate Tshs. 4 billion per annum to 133 LGAs for start-up capital for youth agribusiness
projects.
Third, youths got access to land for agribusiness projects whereby the government set aside around
85,000 ha of land in areas such as Rufiji, Geita, Morogoro, and Singida. This move enabled youths to have
access to land, thus allowing youths to engage in agricultural value chains, include block farming7. Other
interventions that facilitated access to land were land rentals and leasing.
Fourth, youths got access competitive grants/loans, contractual agreements with business networks and
funding agencies. For example, SUGECO managed to secure Tshs. 2 billion (equivalent to 1 million USD)
from CRDB Bank Ltd for financing start-ups in agribusiness for youths.
Despite the achievements made by the advocacy programme, these youths still faced hurdles in trying to
earn a living from agriculture and agribusiness, as a result, all youths who were involved in the initial
pilot projects failed. Most of young people in Tanzania aspire to take up “white collar” jobs in the
government offices, hence they have no skills to help them start and sustain an enterprise let alone an
agribusiness which is labor intensive with difficult working conditions and high risks.
The New SUGECO Model
Realizing this, SUGECO was engaged in phase II of the project which involved sensitization and training to
transform the minds of youth to become more creative, innovative, and entrepreneurial in order to
stimulate successful agribusinesses. The model involves five phases which are as follows: (a) changing
mindset; (b) technical capacity building; (c) entrepreneurship and business planning; (d) internship and
apprenticeship attachments; (e) and incubation.
These training activities met the needs of the beneficiaries and served the purpose of building capabilities
to pursue or strengthen an economic activity in the agricultural sector, to obtain a job or to start an MSME.
Thus, a combination of availability of start-up capital; access to land; and mindset and capacity building
trainings yielded positive outcomes in terms of bringing about attitudinal change towards engaging
youths in agribusiness, thus enabling successful business start-ups and knowledge transfer and ensuring
high quality of final products. This resulted in breaking the initial defiance whereby as a result of this new
model a total of 10,000 youths have benefited from the project, out of those, 4,000 are women.
50% of these (i.e. 5,000 youths) managed to establish successful agribusinesses either alone or jointly.
Information obtained from the Impact Assessment report of the project in 2019 shows that on average
these start-up businesses generate annual net profit ranging from Tshs 900,000 to Tshs. 3,000,000 (i.e.
7

Block farm programme is a component of Youth in Agriculture Programme initiated in the National Strategy for
Youth Involvement in Agriculture (NSYIA for 2016-2021) with an objective of motivating youths to accept and
appreciate farming/food production as a commercial venture, thereby taking up farming as a lifetime vocation.
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USD 450-USD 1,500). The average annual net profit calculated is around Tshs. 2,000,000 (i.e. USD 1,000).
Thus with 5,000 youths, the total generated net profit from these agribusinesses is Tshs. 10,000,000,000
per annum (i.e. 5,000 youths × Tshs. 2,000,000) or USD 5,000,000. In addition to that, there are youths
(i.e. 10% of the beneficiaries) who instead of forming their own agribusinesses, went back home and
improved their family agribusinesses and modernized family farms. The average annual incremental net
income earned from these family agribusinesses is Tshs. 3,500,000 (i.e. USD 1,750) leading to a total
annual additional revenue generation of Tshs. 3,500,000,000 (i.e. 1,000 youths × Tshs. 3,500,000) or
USD 1,750,000.
Another direct benefit of the project is the creation of new employment. Data obtained during scoping
study shows that beneficiaries who established start-ups employ around 1-5 people leading to an average
of 3 employees per agribusiness earning an average annual income of Tshs. 3,000,000 (i.e. USD 1,500) per
employee. Therefore, the total annual income earned by these employees amounts to Tshs.
45,000,000,000 (i.e. 3 employees ×5,000 agribusinesses × Tshs. 3,000,000) or USD 22,500,000. In addition
to that, 11% beneficiaries (1,100 youths) secured employment in agribusiness projects (3% in commercial
projects and 8% in developmental projects) as trainers, consultants and agricultural officers earning
annual income of around Tshs. 1,500,000,000 in total or USD 750,000.
To sum up, the SUGECO model has led to 10,000 capacity buildings, around 5,000 successful agribusiness
start-ups, and more than 15,000 new decent jobs over the period of three years. This is equivalent to
total annual income of Tshs. 60,000,000,000 or USD 30,000,000.
Main Gaps and Policy Recommendations
Youths elsewhere are still constrained when engaging in agribusiness
A survey made in five regions of Mwanza, Shinyanga, Moshi, Dodoma and Dar es salaam show that the
level of successful participation of youth in agribusiness is still low. Based on a survey made, main barriers
to youth’s participation in agribusiness include lack of access to market information, lack of skills, lack of
access to capital and lack of access to land (see figure 3.2 below). Youths lack business and marketing skills
that may allow them to put together viable agri-business proposals.
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Figure 3.2: Challenges Hindering Youth Involvement in
Agribusiness (%)
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Main Weaknesses in the Current Interventions
Information from the survey, Key Informant Interviews and secondary data show that interventions made
by the government and other stakeholders so far have several gaps. These are discussed below:
§ Stakeholders have focused more on providing technical trainings on agribusiness. Nonetheless, to
encourage youths to participate effectively in agribusiness and to enable them sustain their
enterprises, the following additional trainings are equally needed: identification and selection of
viable agribusiness ideas; accounting and records keeping.; preparing, understanding and monitoring
business plans and improving quality of products.
§

The existing instruments in the identification and selection of potential youths for the agribusiness
projects are not effective. As a result, most programs have failed to transform /youths and their local
economy. Thus, improved methods of identifying potential youths for entrepreneurial and trainings
programs are needed.

§

Most youths tend to become increasingly dependent on government and other stakeholders support
measures, rather than on their own entrepreneurial drive and competence. Empirical and field
evidence show that there are basically two main variables that affect a success rate of participation
in agribusiness, (i) the environment, and (ii) the individual himself/ herself. This is one of the main
reasons that the efforts done so far by key stakeholders to involve youths in agribusiness have not
contributed much to the general economy. This implies that, a lot of initiatives to empower youths
are carried out, but with little impact.
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§

Block farms (including those of SUGECO projects) are not linked with irrigation systems and
infrastructure. This limits productivity and enhancement of the agribusiness value chain in general.

§

In many cases, training alone is not enough to tackle the multiple barriers faced by youths who wish
to start agribusiness. Indeed, the evidence base suggests that training tends to yield better results
when combined with other interventions, particularly with access to land and financial support.
Most youths complain of lack of market for their products. However, further analysis reveal that most
youths produce products of very low quality or they fail to maintain quality thus consumers get
discouraged.

§

Policy Recommendations:
I.

There is a need to advocate and adopt the SUGECO Model of engaging youths in agribusiness
by the LGAs and other stakeholders. The model has proven to be very successful in engaging
youths in agribusiness in Tanzania. Moreover, this model should also be used in designing the
new National Strategy for Youth Involvement in Agriculture (NSYIA for 2022-2026).

II.

To improve on the model, it is important to link irrigation infrastructure/systems to block
farming in order to enable a more improvement of the whole value chain of agribusiness.

Conclusion
Perceptions among educated youths concerning the agriculture sector pose a threat to the demand of the
sector. Nonetheless, the SUECO model of involving youths in agribusiness has proven that agriculture
holds considerable potential to provide gainful employment opportunities to a large number of youths if
it is supported with increased investment and conducive legal and policy framework at startups. Indeed,
youths involvement in agribusiness is an engine driving new agriculture and agribusiness enterprises as
well as rural transformations.

3.3 Main Gaps in Delivery and Assessment of the Reform Process
The reform programme in general is well managed and this represents an important achievement given
the size of the programme. However, there are several gaps that should be addressed in order to improve
the reform process. These gaps have been identified based on the observations made by the review team
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during Key Informant Interviews and field data collection process. Below are key gaps and respective
recommendations:
I.
II.

III.

IV.

V.

VI.

VII.

VIII.

Project selection appears generally satisfactory, but there is a need for a more “formalized
review process” and of “Cost Benefit Analysis (CBA) techniques when deciding priorities”.
Programme structures do not provide for unified executive and budgeting responsibility and
accountability for the reform process as a whole. Implementing bodies do not see themselves
as being accountable for the discharge of their roles in implementing the reform/intervention
measures other than for the provision of information, the making of progress reports and
compliance with financial rules and regulations.
Implementation of interventions through the FYDP II is estimated to account for 90 per cent of
capital expenditure by government departments and agencies. The FYDP Managing Authorities
are not directly involved in the allocations to these spending departments and the operation
of the parallel process of annual estimates and FYDP expenditure must consume considerable
resources. The Public Expenditure Division of the Department of Finance receives monthly
reports from the spending departments. The design and implementation of a management
information system for the FYDP must operate within this context and should be used to
provide reliable data appropriate to the needs of its users. Active consideration should be given
to address the difficulties encountered in establishing an effective management information
system for the FYDP and reform process in general.
Unavailability of quality routine data and a lack of harmonization of data reporting formats
across LGAs for comparability purposes is also another challenge. Some data is aggregated
at national and regional levels hence may not reflect the true picture at the local level.
Public awareness of the impact of the FYDP is not adequate. A massive advocacy on the FYDP
and its implementation to the public is needed whereby FYDP information visibility should be
achieved by an informative website, public notices, newsletters and reports.
In situations where data on key performance indicators are not available, close attention should
be given by the monitoring committee to reviewing these measures and, where appropriate,
consider scaling back on investments or closing Measures.
More attention given to the improvement of monitoring and performance indicators of the
reform and policy implementation including the FYDP, so as to facilitate more accurate
assessment of expenditure efficiency, results and impacts. Moreover, the MoFP should
consider revising some of the indictors which could not be achieved because of the pandemic
and other uncertainties. Based on massive reforms in the mining sector, the performance
targets should also be revised.
Strategies for monitoring and evaluation of progress and performance in the implementation
of the reforms and interventions contain a rather limited amount of information on the
efficiency of the target performance measures and sub- Measures. Efficient measures are
crucial to ensure that objective review/assessment of the achievements of the reforms
/interventions. This will enable stakeholders to determine the real economic impact of the
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reforms/interventions to determine the appropriate economic direction (i.e. where we are and
where should we be heading). We thus recommend that closer attention should be given to
the development of appropriate performance indicators.
IX.

Where data on key performance indicators are not available, close attention should be given
by the monitoring committee to reviewing these measures and, where appropriate, consider
scaling back on investments or closing Measures.

X.

More attention given to the improvement of monitoring and performance indicators of the
FYDP, so as to facilitate more accurate assessment of expenditure efficiency, results and
impacts. Moreover, the MoFP should consider revising some of the indictors which could not
be achieved because of the pandemic and other uncertainties. Based on massive reforms in the
mining sector, the performance targets should also be revised.

XI.

The Monitoring and Evaluation strategy of the FYDP II contains a rather limited amount of
information on the efficiency of the target performance measures and sub- Measures. We
recommend that closer attention should be given to the development of appropriate efficient
indicators.
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PART FOUR:
CONCLUSIONS AND RECOMMENDATIONS

“The average annual growth rate of GDP of 7
percent so far attained in the past decade, while
impressive, is lower than the targeted rate of 8-10
percent deemed necessary to eradicate absolute
poverty and to put the country on a right path to
realizing objectives of TDV 2025. The challenge of
realizing the projected per capita nominal income
of US$ 3,000 by 2025, requires that economic
growth be maintained at a rate of at least 10 per
cent per annum up to 2021 and beyond”. (The
Research Team)
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4.1 Conclusions
We have now had five years of macroeconomic and fiscal policy reforms. What have these reforms
achieved? We have had a rapid economic growth which enabled Tanzania to enter into a lower middle
income country ahead of schedule; poverty has been reduced; the external sector is comfortable; and all
this has been achieved with stability in the country. As a consequence of all these momentous changes,
there is a new respect for Tanzania, and even more important other African countries are eager to use
the Tanzanian model for macroeconomic stability.
Despite that, we still have miles to go. The poverty ratio of 27 percent is still too high, about a quarter of
Tanzanians living in poverty are too many. Employment growth is inadequate and we have an expanding
young labor force which will demand quality jobs. More importantly, public service delivery needs more
improvement. In most areas considered, actions reforms taken have not fully addressed related
macroeconomic and fiscal challenges. Nonetheless, we make the following specific conclusion
1) The country has improved its fiscal position since 2015 whereby on average, budget deficit have
been reduced by 2.5 percent relative to a pre-reform period. The recurrent and capital
expenditures, tax reforms including improvement of tax collection and broadening of tax base
have been underlying reasons for the improvements. However, a further reduction in deficit have
proved difficult to achieve given the government’s commitment to eradicate poverty through
increased public provisions of health and education facilities and services and infrastructure.
Therefore, the government must embark on aggressive measures to increase internal revenue
without compromising on business environment. The government must device win-win situation
and the private sector.
2) Future tax reforms need to address the fiscal risk of an eventual decline in revenue collections
from the private sector if there are no improvements in business environment particularly with
tax collection and administration.
3) The country has performed relatively well in stabilizing inflation rates since 2015 as a result of
sound macroeconomic and fiscal policies. Despite that, inflation remains one of the major
challenges/threats to national efforts for sustainable economic growth.
4) During the reform period, the financial sector continued to be sound and stable, with the banking
sector registering adequate capital and liquidity levels above the regulatory requirements.
5) The midterm review made suggests that there have been significant differences in the prospects
for growth across the different sectors of the economy. The major contributor to growth during
the reform period was the mining, construction and services sectors. Despite its crucial
importance in achieving the TDV 2025 vision, the manufacturing sector, has grown more slowly
than expected over the last five years. However, unless radical reforms are made, the prospects
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for output growth in the agriculture is limited. Moreover, the loss of competitiveness will continue
to affect prospects for the tourism sector due to COVID-19 pandemic. The construction sector is
close to an output peak so that output and employment will tend to decline over the coming
decade, in spite of continuing public investment. All of these analyses have implications for the
likely return on future investment in these sectors funded by the government and key partners.
This includes implications for training and education prospects.
6) Despite its decline in growth rate, manufacturing will still remain extremely important over a next
decade. However, policymakers must prepare for a situation where the market services sector
will be the most important driver of growth, requiring a changed approach to economic
development. The market services sector is likely to see the most rapid growth in employment in
the next decade. It is the biggest employer of skilled labour and will continue to be the major
contributor to value added in the economy. Special attention should be given to this sector in the
formulation and implementation of the FYDP III.
7) Despite the huge achievement of the reforms, the government will not be able to fully achieve
targets set. The midterm review show that macroeconomic and fiscal indicators for such as the
GDP, budget deficit, current account require more efforts to set the appropriate stage for a
sustainable development. Despite that, in achieving its outcomes as set out in the FYDP II, the
government has exceeded targets for the mining sector, connectivity to electrical power, national
human development index, and number of graduates from higher education.
8) Incorporating marginalized group in the society particularly women and youths in the industrial
economy to achieve the TDV 2025 is the only way to break the intergenerational cycle of poverty.
Moreover, the GDP growth should also be accompanied by appropriate reforms that will stimulate
wealth distribution to achieve equality and poverty reduction.
9) The FYDP II has made a significant short-term contribution to sustaining activity in the domestic
economy. Moreover, the FYDP II will have a substantial sustainable positive effect on the
productive capacity of the economy in the long term. The beneficial long-term effects from the
FYDP II are greater than was estimated.
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4.2 General Recommendations
Based on the country economic development status, the growth of 7% per year is not enough (now 5.5%)
if the country really intends to attain an economic success in near future. This can only be achieved with
a shift to higher value addition production processes than is currently the case, where production and
trade of raw primary products is predominant. This requires great focus and ownership of the planning
process and implementation in order to build and reorganize domestic productive capacities and at the
same time ensuring a conducive environment for doing business and investment.
A growing economy is vital in maintaining social stability. The ability of the government to implement such
reforms will likely determine whether Tanzania can continue to maintain relatively rapid economic growth
rates, or will instead experience significantly lower growth rates. However, Tanzania faces a number of
major economic challenges that could dampen future growth, including destructive economic policies that
have resulted in over reliance on fixed investment and exports for economic growth rather than on
consumer demand.
To break out of this low rate of economic growth as well as addressing these challenges, it is important
for the government to implement policies/reforms to increase the role of the market economy, boost
innovation and make consumer spending the driving force of the economy. This requires compressive
national policies, incorporating more proactive fiscal prioritization and revival structural ambitions in
combination with accommodative policies. Some general recommendations include:
We recommend the government to reallocate public spending towards more growth friendly
investments in order to boost demand without compromising fiscal sustainability. Moreover,
continued structural reforms will improve productivity, resource allocation and the efforts of
supportive macroeconomic policies will be more felt. Particularly, given the weak global economy
caused by COVID-19 pandemic, structural reforms will need to focus on short term benefits for
demand as well as measures to improve long term improvements in employment, productivity growth
and inclusiveness.
The next phase of reforms should aim to tackle more complex issues such as the financial sector,
agricultural, private sector/business environment. These reforms will be critical to economic
transformation and sustaining economic growth and job creation. They also carry significant economic
and social risks that will need to be carefully monitored and managed.
Investing in infrastructure, education and skills is necessary to boost potential growth developing
labor intensive sector like tourism and agriculture and this can support the job creation the country
urgently needs.
Deepening implementation of public and enforce sanctions of breaches of the PFM Act.
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Continue to seek opportunities to increase the efficiency of public expenditure.
Continue prudent approach to fiscal consolidation including the use of spending ceilings, reduce the
structural budget deficit and contain public debt in a growth and equity friendly way.
Two main factors contribute to a steady economic growth. Large scale capital investment financed by
large domestic savings and foreign investment and rapid productivity growth. These factors must go
hand in hand. To improve productivity gains by allocating resources to more productive uses such as
agriculture, trade, and services. For example, agriculture reforms will boost production, free workers
to pursue employment in the more productive manufacturing sector.
Stakeholders should focus more in alleviating credit constraints to the private sector using a number
of policy options are considered. First, within the existing financial repression model, policy makers
could simply avail more credit to the private sector. A second option is to liberate the interest rate,
which would enhance the overall savings pool of the private sector.
Savings and investments are central determinants of the rate of pattern of economic growth in
Tanzania. By increasing domestic savings and using resources in productive domestic investment,
Tanzania will strengthen its prospects for accelerated economic growth, poverty eradication ad
sustainable development.
An integrated human capital development strategy is required because education, nutrition and
health are inextricably linked with economic growth and poverty reduction.
Despite considerable success of the reforms, there are considerable challenges ahead: the pace of the
reforms represents a significant challenge. The distinction between gradual and radical reform is not
clear cut. There is no consensus about which approach is best. Previous reforms have had success
through gradual reforms whereby lower risk and costs were ensured. However, this approach solved
issues that were relatively easy to deal with, but left difficult issues unsolved such as unemployment,
financial and banking system reforms. Perhaps the gradual reform is not the optimal way to alter
these systems; a more radical approach may be the answer.
Implementing rural household production responsibility system and price reform for agricultural
products is key in order to encourage development of Township and Village enterprises.
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A CASE STUDY

Before the 2017 Reforms in

the

Artisanal and Small Sector (ASM)
sector, 100 gm of gold fetched only 5
to 7 shs million/2,500 USD to 3,500
USD. After the reforms, 100 gm now
fetch up to 15 Tshs. Million. (Mr

Historical Perspective

Swaibu Sadiki Marwa- AS Miner).

The mining sector in Tanzania is currently the fastest growing sector followed by construction. It is
the country’s largest contributor of foreign income in the country. For example, by December, 2020,

gold exportsDECADES
earnings accounted toOF
56 percent
of total non-traditional
For over
two decades,
TWO
REFORMS
INexports.
THE
MINING
SECTOR: A Way Forward
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the government has been undertaking far-reaching steps aimed at improving investment climate into
the mining sector to make it more appealing for foreign capital funds. The economy reforms that took
place in the mining sector in 1997 in Tanzania led to massive foreign investment in that sector. The
government mostly used fiscal incentives to attract foreign investment in the sector. The mining
sector saw a rose in annual Foreign Direct Investment (FDI) from USD 3,500/Tshs. 7 million before
reforms to USD 1 million/ Tshs. 2 billion immediately after reforms (Emel et al., 2012).
Despite massive FDI flows into the sector resulting from reforms, there was no significant
improvement in the government revenue. For example, in 2010, gold exports was valued at USD 1.5
billion/ TSHS. 3 trillion, but the government revenue remained at around USD 100 million/ TSHS.
200 billion per year (Curtis, Ngowi, & Warris, 2012). Key stakeholders including Members of
Parliament (MPs), and Civil Society Organizations (CSOs) raised concerns and advocated for reforms
in the mining to improve its socioeconomic contribution. For example, ISCEJIC (2012) estimates that,
by 2012, Tanzania was losing revenues of between USD 847 million/ TSHS 1.694 trillion to USD 1.3
billion /TSHS 2.6 trillion a year due to tax evasion, transfer pricing, and exemptions/holidays in the
mining sector.
Moreover, Corporate Social Responsibility (CSR) and environmental disclosure were extremely low,
almost non-existence and there were many public outcries concerning poor CSR and environmental
practices in the mining sector.
On the side of the Artisanal and Small scale Mining (ASM); despite its name, it is not a small sector. It
currently accounts for 15 percent of the total gold production and employs 1 million people with a
further 6 million people depending on the sector for their livelihood (Tanzania Mines, Energy,
Construction and Allied Workers’ Union (TAMICO, 2019). From 1987 to 1997, 80 percent of all
mineral revenues in Tanzania were derived from the ASM, nonetheless, revenues from the ASM
activities accounted for only 0.8 percent of the country’s Gross Domestic Product (GDP) because the
ASM was operating as an informal sector (Mutagwaba et al., 2018).
Based on the outcry of the stakeholders and the many challenges that faced the mining sector, the
government embarked on historical reforms in 2017 that saw an establishment of the

Natural

Wealth and Resources (Permanent Sovereignty) Act, 2017; the Natural Wealth and Resources
Contracts (Review and Re-Negotiation of Unconscionable Terms) Act, 2017 and the Written

Page 55

Tanzania’s Macroeconomic and Fiscal Reforms- Positive Developments
Laws (Miscellaneous Amendments) Act 2017. Apart from that, several existing laws were amended
including the main law; the Mining Act and the Income Tax Act.
The new laws provided a review of the existing natural resource contracts; advancing local
beneficiation

and

procurement; limiting

the use of offshore bank accounts; giving to the

government a non-dilutable, free-carried interest of no less than 16 percent in mining projects under
a mining license or a special mining license; -; increasing royalty rates (gemstones and diamonds
from 5 percent to 6 percent, and for gold and other metals from

4 percent to

6 percent);

adjudicating investment disputes in domestic courts; and giving the right for the government to
acquire up to 50 percent of any mining asset commensurate with the total tax expenditures.
These reforms aimed at strengthening government control of Tanzania’s mining sector and
increasing revenues from extraction. Since then, there have been several other reforms including
removal of 5 percent withholding taxes, 18 percent VAT for the AS miners. The ASM sector was
characterized with many taxes which deterred many AS miners from formalization. Moreover, the
government established mineral trading hubs countrywide and constructed a perimeter wall in
Mererani, Arusha.
Summary of Findings
In a span of 20 years, many reforms have been undertaken, which have revolutionized the mining
sector with a historical increase in the FDI flows into the sector. In addition, over 20 years, the
government has taken measures to address the challenges faced by both local and foreign investors.
Some of the important reforms include a decentralized licensing system, the development of training
schemes for ASM, an ASM information portal, the establishment of grievances handling and dispute
resolution mechanisms and more recently an open dialogue between the government and ASM
through the Tanzania Chamber of Mines. Moreover, revenue from the mining sector has increased
by 53 percent with local investment surpassing USD 1 billion/Tshs. 2 trillion (International trade
Administration (ITA), 2021). Despite these important reforms, large scale miners and AS miners are
still raising serious grievances.
This section examines existing challenges in the mining sector to provide a direction for the next
phase of reforms. Specifically, it addresses gold mining in both the Artisanal and Small-scale Mining
(ASM) and large-scale mining subsectors. Gold is selected because it is the most significant mineral
in Tanzania making the country the fourth largest gold producer in Africa after South Africa and Mali.
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Gold currently accounts to more than a half of Tanzania’s export earnings (Bank of Tanzania (BOT),
2020).
Moreover, we explore challenges facing women in the mining sector in general. These findings are
based on a desk review of institutional reports, ministry reports, academic papers, magazines and
best practices from other countries such as Botswana, Colombia, Ghana and Mali. Key informant
interviews were also conducted with mining officers from the ministry of minerals, and with regional
and local mining officers. In addition to that, a survey was made in Shinyanga region to assess the
challenges still faced by Artisanal and Small-scale (AS) miners as well as large-scale miners after the
reforms.
Artisanal and Small-Scale Gold Mining (ASM)
Despite its name, it is not a small sector. It currently accounts for 15 percent of the total gold
production and employs 2 million people with a further 6 million people depending on the sector for
their livelihood (Tanzania Mines, Energy, Construction and Allied Workers’ Union (TAMICO, 2019).
Artisanal and Small-scale gold mining is an economic activity that requires heavy initial investment.
For example, field data shows that a typical initial cost of setting up a single mine pit for gold involves
USD 4,500/Tshs 9 million. Besides that, the AS gold miners are also required to hire at least 10 people
per pit paying their wages as well as catering for their food on a daily basis. On average, it takes
between 3 months to 12 months of daily extraction before getting a sight of rocks with minerals. The
AS gold miners are forced to operate that way because they do not have geological reports which
could help them to easily identify rocks with gold. Often times, these AS gold miners end up not
getting any gold despite having incurred such huge costs.
Moreover, the AS gold miners rarely get credit facilities by financial institutions as they are deemed
to be engaged in risky businesses and they don’t meet the borrowing conditions as set by the lending
institutions. The major sources of credit used by the AS gold miners are the “pit financiers” who are
informal rich middle men who lend to the miners for a promise of sharing in the proceeds once gold
is found, an arrangement which ends up ripping the AS gold miners of their hard earned resources.
Generally, the productivity per miner is extremely low (about 0.12 grams of gold per day) due to the
usage of crude tools and poor technology. Extraction involves breaking and digging the rock by men
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using pickaxes and sledge hammers. Shafts can extend to depths of up to between 15 and 50 meters
until gold bearing rock veins are found.
Once rocks are broken from the rock walls, they are hauled to the surface where (for each 100 sacks
extracted) the miners are required to immediately pay 6 percent of royalty fees and 1 percent as
examination fee whereby the value for the charges depends on the auction price during that
particular day. After the gold has been extracted from grounded fine sand the miners are required to
again pay for the second time 6 percent royalty fees and 1 percent examination fees based on the
value of gold extracted. The residue after gold has been extracted (i.e. the “makinikia”) are then
processed into cyanide solution whereby any remaining gold will be extracted using ‘Carbon In Pulp’
(CIP) in illusion plants. The gold obtained from such process is charged for the third time 6 percent
royalty fees and 1 percent examination fee. Before the recent reforms, Artisanal and Small-scale (AS)
miners were also subject to an additional 5 percent income tax and 18 percent Value Added Tax
(VAT).
To summarize, the AS gold miners are currently constrained with numerous taxes, inaccessibility of
loans, too high research costs, and a lack of advanced technology for mining activities. Moreover, high
formalization costs is also an outcry of many AS miners. To be formalized, an AS miner is required to
acquire a Primary Mining License (PML) which involves an application fee of USD 25/Tshs. 50,000, a
processing fee of usd 25/Tshs. 50,000 and an annual rent of USD 40/Tshs. 80,000 per hectare.
Therefore, an area of 10 hectares involves an annual payment of around USD 500/Tshs. 1 million.
More recently, the government banned an exportation of raw minerals which has seriously affected
the ASM sector because of inadequate processing plants in the country.
Key Policy Recommendations:
I.

With appropriate Cost-Benefit assessments, the government should explore a further
reduction of taxes and license costs for the AS miners.

II.

The government should strive to increase formalization of the ASM Sector by formulating
a National Formalization Policy for the ASM sub-sector. Currently, only 5 percent of the
estimated 2 million AS miners are formalized.

III.

Mainstreaming ASM sub-sector into country economic programmes and plans such as the
Five Year Development Plans (FYDPs). This will enable the government to properly
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formulate micro and macro policies for the ASM sub-sector. This also includes
mainstreaming in the Artisanal part of the ASM sub-sector in country’s mining laws.
IV.

Providing AS miners with geological information to support more efficient mining. This
involves co-operation between regional mining offices and representatives of the AS
miners. Moreover, STAMICO should carry out drilling in areas allocated to AS miners and
provide guidance. In addition to that, access to geological information will assist AS miners
to access financial credits from financial institutions. This will also solve the persistent
conflict between large and small-scale miners.

V.

Enhancing effective participation and engagement of different ASM stakeholders in policy
making that impacts them by strengthening their representation in different fora involving
mining policies and laws.

VI.

Providing or supporting access to capital and equipment, including technical assistance
and transforming the ASM supply chain actors into recognized professionals. This involves
encouraging AS miners to have alternative businesses as security because mining is
considered as an extremely risky business for many financial institutions to provide credit
to. Apart from that, most financial institutions have limited knowledge of mining
operations and a negative perception of the ASM sub-sector. Therefore, financial
institutions should also be invited to workshops and seminars relating to mining issues as
crucial stakeholders.

VII.

Construction of processing units for mineral beneficiation is important. There are many
traders in the ASM sub-sector who are stuck with raw minerals due to the government ban
of exporting raw minerals. However, oblige investors to beneficiate raw materials in
Tanzania as part of their extraction license will not be effective, as many are not forward
integrated. Instead, the government can speed up the process through strategic Public
Private Partnerships (PPPs) by providing certain incentives to investors to support
beneficiation, even if the government itself does do not invest. The recent construction of
a plant in Mwanza is a good start in that direction.

VIII.

Development of local capacities in resource management. This involves the establishment
of natural resource training programmes to enhance the technological and technical
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capacities of local experts. Currently, there is one mining institute in Dodoma region, and
plans to establish more mining institutes are in the pipeline. However, all these have
focused on providing technical expertise on mining. It is important for the government
consider programmes that are tailor made to the needs of mineral resource management
in Tanzania.

Large-scale Gold Mining
There are several issues that gold mining companies are raising with regard to the recent reforms,
particularly relating to taxation. An example is the requirement for government free carried interest
(FCI), whereby the government is entitled to not less than 16 percent non dillutable free carried
interest (FCI) shares in the capital of a mining company (depending on a type of minerals and the
level of investment). Although this is not a new practice globally, the few jurisdictions that do apply
this requirement each have their own expectations as to what this interest comes along with. Among
the rights of the government as an holder of the FCI in Tanzania is an entitlement to not only to
receive dividends but also to receive a proportionate share from any repayment of equity,
shareholder loan or third party loan; but at the same time the FCI holder does not have any obligation
to contribute to equity or capital. Once production starts, the immediate tax impact is the taxes based
on turnover, and then (once the project moves to profit) corporate income tax, and finally imports at
the time of distribution of profits by way of the free carry interest earned by the government as well
as the withholding taxes (10 percent) on dividends paid to the investors. In terms of taxes on
turnover, the royalty rate has increased from 4 percent to 6 percent of gross revenue, and on top of
this, there is a clearance fee of 1 percent of gross revenue, and local taxes (service levy of 0.3 percent);
so a total of 7.3 percent of turnover.
Corporate tax is levied at 30 percent of taxable profit, and this taxable profit will be recognized at a
faster rate than in the past as the deduction for capital expenditure incurred in mining operations is
now 20 percent on straight line basis (write off over 5 years) as compared to the full outright
deduction in the past. A further measure to accelerate the recognition of profits is a new limitation
that restricts the offset brought forward unrelieved tax losses to a maximum of 70 percent of taxable
profit in a year (with any excess losses carried forward to later years). This means that where a
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mining company has current year taxable profits (before brought forward losses), tax will be payable
on at least 30 percent of those profits. In addition, tax losses from mining operations can only be
deducted in calculating the person’s income derived from that specific mining area. This can create
practical challenges where you have a mining project that is one economic project but that spans
more than one license area.
Whilst in principle there is an automatic entitlement to VAT refunds for a person whose 50 percent
or more of turnover is from supplies that are zero rated, in practice most mining companies have not
been beneficiaries of this provision in the recent past. Although the commissioner is required to
respond to the application for VAT refunds within 90 days, there have been significant delays in
receiving the actual refunds or even obtaining an approval to offset the refund claim against other
tax liabilities. A further practical challenge was a contentious 2017 amendment to deny input VAT
claims of export of raw minerals; fortunately, the restriction was removed in 2020. A recent
development with cost implications are clearance fees regulated by the Tanzania Shipping Agencies
Corporation (TASAC) payable to the government by any person importing machineries, equipment,
products or extracts related to minerals and/or in possession of minerals prior to clearance for
domestic use or export.
Apart from that, policy uncertainty can lead to investor uncertainty, limit the pool of capital available,
and thus limit decisions by many major mining companies to rebalance their portfolios seeking the
best returns for the least risk. Policy uncertainty also fuels moves from reputable to less reputable
ventures, and can induce an eventual regression of the mining sector.
Key recommendation:
I.

Before embarking on further reforms, comprehensive and deep assessment /analysis must
be carried out by a team of experts from different socio-economic fields in order to set long
term policy strategies to find a win-win solution for both sides.
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Gender Mainstreaming
Although women have toiled as miners for many years in Tanzania, mining is seen as a
quintessentially masculine endeavor. Women make up around 30 percent of the total workforce in
the sector, most of them operating in the ASM sub-sector (Tanzania Women Miners Association
(TAWOMA), 2020). Due to a lack of education and traditionally influenced legal constraints to owning
or inheriting land and mineral rights, most women in the sector end up operating unregistered.
Promoting gender equality in the mining sector can maximize social and economic development and
help reduce poverty (Mutagwaba et al., 2018).
Whilst this brief has no intention to undermine the efforts8 that the government and other
stakeholders have already done to address gender issues in the mining sector, there are still a lot to
be desired in mainstreaming women in this sector. Women continue to face gender related challenges
in the sector. The role of women in the mining sector is basically focused in informal activities such
as digging, panning, hauling, and cooking. More policy advocacy is required for mainstreaming
women in the formal mining sector. Based on field data, several recommendations are made.
Key Policy Recommendations
I.

Develop partnerships between the government and other stakeholders to offer technical
training and internships for young women in local and international trainings institutions on
mining; while balancing job specific and transferable skills.

II.

Increase gender mainstreaming in local policies and incentives in the mining sector.

III.

Organize sensitization campaigns to encourage more women in natural resource governance.

IV.

Increase support to ASM women with capacity building in emerging technologies, machines
and equipment that support women physique.

For example, with the financial assistance from BEST-Dialogue, TAWOMA carried out an advocacy project for formalization of
the ASM sector in 2007. As a result of these efforts, the government agreed to extend the length of ownership of primary mining
licenses from 5 years to 7 years. Second, the Mining Act 2010 established designated areas for ASM activities. Third, PML licensing
process was decentralized to zonal and resident mines offices to make the ASM formalization process more efficient and more
accessible to rural communities. The formalization project resulted in an increment of 66,000 registered artisanal and small scale
miners; Out of these, 15,000 were women.
8
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Conclusion
With notable achievements, challenges still exist for large scale mining companies and for Artisanal
and Small Scale Miners (ASM). The government has room left for reforms to address these
challenges and increase the impact of the mining sector. In designing new reforms, a careful
evaluation of the current situation is important, using a Cost-Benefit Analysis approach to find a
win-win for all parties. If the momentum of appropriate reform measures is maintained and the
right choices are made, the mineral sector can contribute to more than 25 percent of the country’s
GDP by 2025; from the current contribution of 17 percent.
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THE APPENDIX : LIST OF KEY INFORMANT INTERVIEWEES
S/N
1.
2.

NAME
Hon. Dotto Biteko
Dr. Kulwa Meshack

3.
4.

Boniface Mariki
Augustine Ollal

5.
6.

Frank Kapesa
Terence Ngole

7.
8.

Issa Magabiro
Wiranga Giraguti

9.
10.
11.
12.

Iddi Senge
Gilli Raja
Sama Kundi
Massawe Nicholaus

13.

Abel Mosha

14.
15.
16.
17.

Sara Mlagwa
Samson Sumuni
Emmanuel Haji
Zaina Msuya

18.
19.
20.
21.
22.
23.
24.
25.

Benedictor Wello
Damasi Masanja
Aggrey Herman
Kapaya Kisesa
Alex Mpasa
Joachim Otaru
Mafuru Elizar
Tumaini Kiwango Charles

POSITION
Minister for Minerals
Board Member of TCCIA and Chairman
of TCCIA Shinyanga
Chairman of TCCIA-Moshi
Director of Policy and Planning- Minister
for Minerals
TRA Officer
Assistant Commissioner local Content and
CSR- Minister for Minerals
Librarian-National Bureau of Statistics
National Planning Division-Ministry of
Finance and Planning
Chairman of TCCIA-Dodoma
Chairman of TAWOMA
Secretary of TAWOMA
Lecturer at Mzumbe University and Tax
Consultant
Head of department of Community
Development- Sengerema District
District Trade Officer- Shinyanga
District Agricultural Officer- Shinyanga
Ward Executive Officer-Kahumula
Community Development OfficerNyamagana District
Ward Development Officer-Sima
Government Economist
FYDP Officer-MoFP
TRA Manager
Government Economist
Regional Planning Officer
Lecturer-SAUT and Tax Consultant
Ward Development Officer-Busisi
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CONTACT
0758 380 383
0755 787 127
0783 680 021
0718760679
0767 399 533
0784 348 379
0743 682 437
0769991167
0759 003 246
0715 530 483
0784 676 646
0769203 102
0755 842 111
0737 751 151
0787 660 353
0757 573 076
0755 141 348
0764283642
0754 303 740
0757 419 235
0753 161 932
0754 285 520
0627 374 137

