
  

 

TANZANIA’S MACROECONOMIC AND 
FISCAL REFORMS-  POSITIVE 

DEVELOPMENTS 
 

(Midterm Review of the 5 Year Plan) 
 

 

 

 

 

  

 

 

 

 

 

 

 

 
 

 

 

  

Study Report 

  

 

Macroeconomic 
Policies, Foreign Direct 

Investment and 
Emerging Economic 
Sectors in Tanzania 

 

 



 

Page ii 
 

 

 

 

 

 

Macroeconomic Policies, Foreign Direct 
Investment and Emerging Economic Sectors 

in Tanzania 
 

 

 

 

 

 

 

 

 

 

 

 

RESEARCH LEAD: 

Kaihula P. Bishagazi (PhD) 

Mobile No: +255745 229 851 

Email Address: bkaihula2017@yahoo.com 

 

December, 2021

 



  

Page iii 
 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
For more information: 
 
Tampere Peace Research Institute (TAPRI) 
Linna Building 6070 
Tampere University 
Email Address: info@pilot4dialogue.com 
Website: www.pilot4dialogue.com 
 
 

DISCLAIMER 

The views expressed in and the findings of this report represent only the views of the authors. 
The report does not bind, nor may be attributed to, any of the Pilot4Research and Dialogue 
team and its partners, namely Tampere University, Pilot4Dialogue, Institute of Management 
and Entrepreneurship Development (IMED), COWI and the European Union (EU). 



  

Page iv 
 

Foreword 
  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“While both short-term and long-term effects of the COVID-19 pandemic remain 
uncetain,  the government of Tanzania is working towards building resilient 
economy and sustainable development; capable of addressing climate and 
environmental challenges. Tanzania’s population is estimated to grow with more 
urbanization in future. Women and youths are  huge potential for development and 
represent an asset for macroeconomic reforms.  A growing population will trigger an 
increased demand for infrastructure and amenities. Foreign Direct Investment (FDI) 
and emerging sectors are expected to play a key role toward addressing challenges 
that the country faces in terms of achieving sustainable objectives and poverty 
eradicaton. Macreconomic policies efforts in Tanzania will bring forward recoveries, 
providing an opportunity to boost FDI, green investment, smart horticulture 
digitalization and economic corridors.  

For the past two years, the Pilot4Research and Dialogue project team has been at 
the forefront to promote research and increase research capacity and expand links, 
networks and connections among economic and governance reserach institutions in 
Tanzania. This report exemplifies our efforts to to promote and disseminate high 
quality and evidence based research on polices, resources and fiscal governance. It 
presents findings of the third and final study of the Pilot4Research and Dialogue 
project. This report examines FDI and emerging sectors and how these can be 
strenghtened through macroeconomic policies. It highlights key trends and outlook 
in FDI and emerging sectors to ensure inclusive ad sustainable development in 
Tanzania. 

The Pilot4Research and Dialogue team will continue to work closely with the 
government and other stakeholders as we continue to promote policy advocacy on 
project’s outputs through Public Private Dialogues (PPDs) in order to deliver a 
sustainable, peaceful and prosperous future for Tanzania.” 
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Executive Summary   
INTRODUCTION 
This report presents findings of a study on the effect of macroeconomic policies on emerging sectors in 
Tanzania based on an in-depth analysis of the effect of macroeconomic policies on Foreign Direct 
Investment (FDI), regional integration, and emerging sectors of horticulture, digitalization and the green 
economy (see Figure 1.1 below). The aim was to document main achievements, best practices and 
lessons learned. This study was largely built on a review of literature including national surveys, sector 
reports, annual reports from different stakeholders, studies and information issued from the World 
Bank, Bank of Tanzania (BOT), Tanzania Revenue Authority (TRA), Ministry of Finance and Planning 
(MoFP) and National Bureau of Statics (NBS).  Apart from that, the study team made field visits to check 
on reliability and consistency of the secondary data and reports and obtain additional/updated 
information. In the field, Key Informant Interviews (KIIs) were conducted with stakeholders from the 
central and local government in Dodoma region, TRA, 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 horticulture farmers in Iringa and 
Arusha regions, manufacturers, and SMEs, including women and youths in Dar es salaam and Mwanza 
regions were also  conducted. 
 
 

 
FOREIGN DIRECT INVESTMENT (FDI) 
Framework 
The major framework for FDI is the Tanzania Investment Centre (TIC) in 1997 which was followed by the 

passing of the Tanzania Investment Act, 1997. In addition to that, conflicting laws and regulations has been 

rectified and made clearer and easier to interpret. These include the Mining Act, 1998; Tanzania Revenue 

Authority Act, 1997; the Land Act, 1999; Financial Laws Miscellaneous Amendments Act, 1997; and 

Investment Regulations (2002). Moreover, the government designed tax incentives to attract more FDI  to 

encourage labour-intensive, export -oriented industrialization and employment generation, particularly in the 

mining sector. Several other related policies and programmes were also introduced, notably the Special 

Economic Zones (SEZs) for the attraction of export-oriented FDIs.  

 

Until the mid-nineties Tanzania played a leading role in the region in attracting foreign capital. This trend 

continued to 2000 whereby the value of FDI in Tanzania reached 463.4 US Million. Foreign Direct Investment 

continued to play a decisive role in the performance of the Tanzanian economy whereby in 2005, FDI 

contributed to 5% of the GDP. From 2010 to 2015, the rate of FDI in Tanzania ranged between 1.8 USD Billion 

and 1.6 US Billion making it the leading the country in the East African region in terms of the inward 

investment.  Nonetheless, from 2016 to 2019 statistics indicate a significant drop in the volume of capital 

inflows. Tanzania’s ability to attract FDI has declined both in absolute terms and in relative terms. 

 

Gaps and Key Lessons 
 Tanzania’s fiscal system is characterized with many taxes and tariffs in comparison to neighboring 

countries. 



  

Page vii 
 

 Tanzania has restrictions for FDI in sectors considered strategic. These include aerospace, construction and 

heavy equipment, travel and tourism, energy and environmental industries, information and communication, 

and publishing, media, and entertainment. 

 Costs of business initiation and operations can be high, as they include investment related to 

infrastructure, export ability, labour issues, and tariffs.  

 Despite several reforms made by the government to improve the country’s business environment, 

including the implementation of  a blueprint for regulatory reforms since 2018, foreign investors are still 

not satisfied with the current business environment. 

 A survey by Jahari (2021) showed that foreign  investors expressed general dissatisfaction with 

immigration and labour systems, tax administration, and the availability of specialist competencies. 

 Tanzania’s investment regime for FDI focuses on the extractive industry. The danger of this is that these 

resources will get depleted and hence to promote diversification,  Tanzania should opt for targeted 

investment incentives, giving priority to incentives in the emerging sectors. 

 

Recommendations 
§ A complete over haul of the tax system in Tanzania is required.  This will enable the government to 

ensure the tax structure is competitive, widen  the scope of tax incentives; ensure that only one 

institution provides incentives; improve tax dispute settlement mechanisms especially with foreign 

investors;  and streamline contradicting tax laws. This will also ensure fiscal policy stability. 
§ Establishing a policy that will allow TIC to have land banks for foreign investors. 

§ Designing and implementing strategies and measures to promote outward FDI especially in EAC and 

SADC countries to take advantage of the regional  integrations.  

§ Harmonization/integration of all tax and tariff systems to enable investors pay to only one collecting 

agency such as TRA. 

§ Improved dialogue between the government, regulatory agencies, and the private sector is necessary 

given their mutual interdependence.  

 
HORTICULTURE 
Framework 
Recognizing the important role agriculture plays, in 2006/2007 the Agricultural Sector Development Plan 

(ASDP) was launched. For the implementation of ASDP, the “Kilimo Kwanza” was developed.  “Kilimo 

Kwanza” aimed at fostering the modernization and commercialization of agricultural sector for small, 

medium and large scale producers. Moreover, SAGCOT was designed as an important instrument to 

implement “Kilimo Kwanza” through mobilization of private sector investment. Another important policy is 

the National Agriculture Policy (2013). Over a decade, the horticultural industry has been one of the most 

dynamic agriculture subsectors growing at a rate of 8%-10% per annum and contributing to more than USD 

354 million per annum of the country’s economy.  The horticulture subsector employs about 450,000 

Tanzanians, majority being women (about 65%-70%). The value of horticulture exports have increased from 

412 USD million in 2015 to 779 USD million in 2019. In order to harness the horticulture subsector, the 

government formulated the National Horticultural Development Strategy in 2012. Recent measures include 

exemption of import duty for importation of cold rooms by a horticulture trader. 

 

Gaps and Key Lessons 
 One of the many burdens in the horticulture subsector is the taxation. A comparative analysis shows that 

Tanzanian’s horticulture subsector is highly taxed which threaten its competitiveness. The tax burden for 

the horticulture subsector in Tanzania is 30 %t higher than Uganda and two times higher than that of 

Zambia. 

 securing land for commercial horticulture for large scale famers is one of the crucial gaps in the 

horticulture subsector, especially for foreign investors. 
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 Sanitary and phytosanitary measures are very important issues in the horticulture trade especially for the 

European market. To get access to the European market, exporters must have  a Global Gap Certificate 

which requires lab tests of the produce. However, most horticulture exporters use Kenyan labs because 

labs in Tanzania are inadequate and the few available ones like SUA and Mikocheni are not 

internationally accredited and produce inaccurate results.   

 The horticulture sector is extremely technical and hence requires a lot of technical knowledge to 

enhance productivity and quality for export purposes.  Low levels of education and literacy among most 

horticulture producers contribute to low production and low quality of produce. 

 Horticultural exports account for less than 10% of the total horticulture production in the country. 

 Around 50% or more of horticultural produce is lost during postharvest especially for smallholder 

farmers.  

 

Recommendations 
§ Improving airport services necessary to facilitate export of horticultural products. These include 

adequate availability of cold rooms, preservation facilities, aircrafts etc. 

§ Expanding international market opportunities other than EU countries. 

§ Revising the tax structure to remove uncompetitive taxes. 

§ Establishing land banks at Tanzania Investment Centre (TIC) to facilitate easy access to investment land 

by foreign investors. 

§ Strengthening the role of Tanzania Bureau of Standards (TBS) by constructing more laboratories of high 

standards and improving capacity on the inspection of the product at entry and check points. 

§ Improving monetary policy transmission channels by introducing legal mechanisms in contract farming, 

outgrower schemes, and warehouse receipt systems. 

§ Upgrading domestic marketing infrastructure and facilitating services for traditional participants in the 

system.  

 
DIGITILIZATION 
Framework 
Digitalization is an essential tool for developing nation’ s economic success. The government approved a 

nation Information and Communication Technology policy in the year 2001. The implementation of the policy 

started with establishment of the National Information Technology Development Agency (NITDA). In the past 

decade, Tanzania is among the six second tier (i.e. Ghana, Morocco, Senegal, Tunisia, Uganda and Tanzania) 

accounting for over 20 percent of the Africa’s total digital entrepreneurship activity. Moreover, Tanzania 

accounts for 29 percent of internet use on the continent. Internet users have increased from 17 million 

people in 2015 to 25 million people in 2019, accounting to 34% of the total population (TCRA data). In part, 

internet expansion has been driven by falling costs of mobile handsets. For example, in the financial year 

2020/2021, the government has removed import duty on mobile handsets. 

 

Gaps and Key Lessons 
 Though, Tanzania is reported to have fast and large internet penetration individual Internet penetration 

is relatively low at around 28.7% and mostly in urban areas, although the target is to grow the country ’s 

Broadband penetration to 70% by 2025. Tanzania ranks 112th out of 137 countries in The Economist 

Intelligence Unit's Technological Readiness Ranking for 2018.  

 The inefficient of the broadband plan may be affecting the country’s capacity to make reasonable 

progress in term of digital economy and diversification plan by the current government. In the span of 

five years, Tanzania continues to be ranked among countries with the lowest broadband penetration in 

the world.  

 Although the situation on the ground is improving, internet connection in Tanzania remains relatively 

expensive, slow and/or not always readily available. For example, Dar es salaam is one of the most 

expensive internet bandwidths in Africa; both locally and internationally. 
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 In terms of local content and patents, Tanzania ranks 122 out of 137 countries surveyed by the 

Economist Intelligence Unit's Technological Readiness Ranking in the year 2018, with zero value of local 

content and patents.  

 Tanzania’s digital sector is growing; however, the government lacks coherent and clear digitalization 

strategies.  
 Inadequate legislative framework to protect the rights of entrepreneurs and supporting their business 

development. Burdensome regulations, opaque and time-consuming procedures, red tape and high tax 

burdens hinder the capacity of SMEs to flourish, grow, access funding and digitalize.  

 The size of the shadow economy is an important factor inhibiting digitalization efforts. As pointed out by 

some interviewees, many SMEs do not wish to be formalized and prefer to remain in the informal sphere 

so that they do not have to pay taxes and deal with the state bureaucracy. As a consequence, they do not 

want to go online in any way in order to remain outside of the state’s supervision. Those SMEs that might 

wish to digitalize, oftentimes face difficulties accessing funds. 

 Due to low level of tax revenue, the government sees the ICT sector as a source of tax revenue. Internet 

penetration, smartphone subscriptions, and online transactions increase. However, the government 

must ensure its approach to taxing ICT is consistent and transparent, and its need for public revenue is 

entirely legitimate. The question is whether it can increase revenue raising without deterring capital 

investment. In Africa, the main focus has been on taxation of internet and mobile money users. While 

this kind of taxation may be attractive, it can result to decline in economic activities by reducing the 

number of active internet users. 

 

Recommendations 
§ The government should increase e-government and e-administration services and the digitalization of 

public administration, which would help to simplify and increase the transparency of administrative 

procedures and facilitate access for the populations residing in remote areas or having mobility 

problems.  

§ Create incentives for SMEs to digitalize, e.g. by moving their invoicing online. This could be done by 

virtue of the creation of tax incentives (lower tax rates for SMEs going digital) or offering grace periods 

for previously unregistered SMEs that choose to exit the grey economy and go digital. It is also important 

to ensure that e-services are easy to use and do not require the purchase of expensive equipment or 

software.  

§ While working with government on digitalization-related projects, development partners should 

promote the inclusion of LGAs, e.g. by virtue of conducting pilots on governorate or municipality levels in 

coordination with relevant sub-national authorities.  

§ The government should facilitate the process of creating or strengthening adequate social and regulatory 

protections for workers engaged in non-standard work practices based on digital technologies. This 

includes producing guides to registering and licensing small businesses such as micro-entrepreneurs 

selling their home-made meals via online platforms or maintenance service providers advertising to 

clients on dedicated online platforms.  

§ Intervene in the local educational system: update educational programmes or provide specific training on 

subjects like communication, critical thinking, customer service, STEM (Science, Technology, Engineering 

and Mathematics) and coding. 

§ a National Artificial Intelligence Strategy (NAIS) be launched in Tanzania to strategies the country to 

move towards an industry economy and beyond as envisioned by TDV 2025.  

§ Improve connectivity and access to fast, reliable and affordable broadband in the country, including in 

rural areas and other regions and municipalities with a non-existent or slow broadband connection. 
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GREEN ECONOMY 
 
Framework 
The concept of green economy has emerged recently advocating for holistic and programmatic approach 

among 3 pillars of sustainable development- economy, social welfare and the environment. Tanzania has no 

formal specific national policy or strategy on green economy. However, the country has a significant 

number of development framework and sectoral policies, plans and strategies which address many of the 

elements of green economy sustainably. These include: the National Environment Policy (NEP, 1997); the 

Environmental Management Act, 2004; mainstreaming the environment into the national strategies such  as 

the  Five Year Developing Plans (i.e. FYDP I, II and III),  the then national strategy for growth and reduction of 

poverty (MKUKUTA);  mainstreaming the environment into sectoral legislations policies and strategies; and 

ratifying various global and regional conventions of relevance to the  environment and sustainable 

development.  

 

Gaps and Key Lessons 
§ The National Environmental Act has constituted a milestone in national environmental policy, a major 

effort to systemize and improve the nature protection regime in the country, laying out the frameworks, 

mechanisms and aspirational targets. However, follow-up to the Environmental Act has been much 

slower and less ambitious. 

§ The government has not been able to meet the Five-Year Development Plan (FYDP II) environmental 

targets such as: (i) energy driven from renewable resources to be 50% or higher by 2021; and (ii) natural 

forest cover to be 130,000 ha or larger by 2021. For example, by 2019, Tanzania had the highest annual 

forest net loss area in East Africa and the 5th highest annual forest net loss in the World with the area loss 

of 372,000 ha/year.  

§ Another existing policy gap is inadequate involvement of Micro, Small and Medium Enterprises (MSMEs) 

in the green economy agenda  

§ Tanzania is endowed with abundant, high quality renewable resources, much of which is untapped. 

Despite that, renewable energy account for only about 4.9% of generation capacity of which the major 

share derives from biomass. 
§ The present-day economy is heavily based on the predominant industrial development, with 

disproportionately higher incentives in traditional economic sectors such as oil and gas. Since the 

government has now decided to choose a greener path, that structure of incentives (direct and hidden) 

will need to change.  

§ The level of public awareness regarding green economy transition is very low in Tanzania.  

§ The GE Concept does not fully cover government expenditure reform and does not outline a path for 

restructuring of subsidies in key economic sectors.  
 

Recommendations 
§ Subsidies and other incentives will need a thorough review. Tariffs and subsidies should be 

restructured so that the economic signals are right for green growth, addressing social impacts as 

well as environmental, and integrating necessary social protection mechanisms and green re-

investment. 

§ Integrating Extractive Industries Transparency Initiative (EITI) approaches into a wider range of 

economic activities. 

§ Promotion of “green” products is also important. The schemes need to be backed with a strategy to 

boost demand for certified products while retaining the appropriate degree of rigor in the standards 

and assessments.  

§ Undertaking adequate advocacy programmes for mindset change of the public, investors, and 

decision makers. 

§ standards, enabling technology access. 
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REGIONAL INTEGRATION 

Framework 
Regional integration in Tanzania has developed over a number of years whereby Tanzania is a member to two 

main integrations; the East African Community (EAC) and the Southern African Development Cooperation 

(SADC). In addition, Tanzania is a member to The Tripartite Free Trade Area (TFTA) and Continental Free 

Trade Area (CFTA). At the political level, the government is supportive of regional integration initiatives. The 

ministry of foreign affairs and East Africa Community is a key player in fostering implementation of the 

regional cooperation agreements. Tanzania has been generally successful in achieving the macroeconomic 

convergence targets for deepening integration.  The country has already pursued a sound monetary policy 

that has kept inflation at low and stable rates. The country’s inflation target has been set at 3-4% in the past 

five years.  This target, which is less than the EAC targets and has met SADC targets over most of the period. 

The country has also maintained a sound fiscal policy stance geared towards having low budget deficits and 

low debt to GDP ratio. The country has maintained a strong balance of payments with the level of 

international reserves well above the 4 months imports cover target. The current account deficit has never 

been greater than the 9 % of GDP target limit. The country’s external debt as a percentage of GDP has been 

declining over time. Tanzania has also been able to achieve the 25% of GDP target for saving, with a current 

savings ratio of about 34 %.  

 

Gaps and Key Lessons 
§ Most of the macroeconomic convergence activities are scattered amongst the different institutions 

leading to coordination problems.  

§ Tanzania’s economic performance depends on few sectors particularly the mining sector. As such, 

Tanzania’s macroeconomic convergence programme is quite sensitive since changes in many of the other 

variables are highly aligned to the mining sector’s performance.  Diversification is highly recommended. 

§ The objectives of regional integration in the various agreements overlap and, as such, it is imperative 

that research be carried out on the possible benefits and the impact of the agreements on the country’s 

long-term trade aspects and developmental aspirations.  

§ Weak capacity for advocacy and public relations on issues related to regional macroeconomic 

integration.  

 

Recommendations 
§ The government efforts to promote investments, both local and foreign, should be more selective, 

focused on investments that are local-resource based or whose outputs are targeted at export markets.  

§ Prioritize the regional integration agenda in the FYDP III (2021/2022-2025/2026) in order to increase the 

country’s response mechanism to understudy regional laws, protocols and policies to reduce the time to 

decide on each framework and ensure timely signing, ratification and domestication.  

§ Industrial development should also form one of the priority areas for Tanzania. This can contribute to 

more production and products in the market and enhance Tanzania ’s export profile, which is imperative 

if Tanzania is to compete successfully in the regional integration process and benefit from trade. 

§ Formulating an independent the Ministry of Regional Integration for it to effectively coordinate and 

popularize the integration agenda in a succinct manner, and enable Tanzanians take advantage of the 

opportunities this creates. 

§ Eliminating tariffs to intra-African trade in agriculture through the CFTA would be a key factor as trade in 

agriculture faces a higher rate of protection than non-agricultural sectors. 
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TFTA Tripartite Free Trade Area 
CFTA Continental Free Trade Area 
COMESA Common Market for Eastern and Southern Africa 
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This is the first chapter of the report which documents the 
background information of the study as well as a summary of 
relevant literature; both theoretical and empirical. Section 1.1 
of the chapter describes the purpose of the study including 
study objectives while section 1.2 provides an account of the 
data collection process and analysis. Section 1.3 provides 
details of the background literature on macroeconomic 
policies and the macroeconomic environment in Tanzania 
while section 1.4 presents the general organization of the 

report. 

Chapter 1. 

Review of Literature 
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1.1 Introduction

The purpose of the report is to present findings 
on a study on the effect of macroeconomic 
policies on emerging sectors in Tanzania. This 
entailed conducting an in-depth analysis of the 
effect of macroeconomic policies on Foreign 
Direct Investment (FDI), regional integration, 
and emerging sectors of the horticulture, 
digitalization and the green economy of 
Tanzania (see Figure 1.1 below). The aim was to 
document main achievements, best practices 
and lessons learned. Given the important role 
of private investment in economic growth, fresh 
evidence from this study will contribute 
enormously to the planning and 
implementation of macroeconomic policies in 
Tanzania by precisely capturing data from the 
field and combine it in macro-level data sets. 
The evidence can also be used to strengthen 
replicability of the findings in other developing 
countries and to ensure sustainability. 
Specifically, the study intended to achieve the 
following objectives: 

1) To analyze the impact of existing 
macroeconomic policies in shaping FDI, 
regional integration, horticulture, 
digitalization and the green economy in 
Tanzania. 

2) To analyze the main gaps in the existing 
macroeconomic policies in addressing FDI, 
regional integration, horticulture, 
digitalization and the green economy in 
Tanzania. 

3) To analyze the extent and effect of 
macroeconomic policy uncertainty in 
Tanzania. 

4)   To identify best practices and lessons in 
current macroeconomic policies with regard 
to FDI, regional integration, digitalization 
and the green economy in Tanzania. 

5) To suggest suitable and effective 
macroeconomic policies to boost FDI, 
regional integration, digitalization and the 
green economy in Tanzania
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(CHAPTER 1) 

Foreign Direct Investment  
(CHAPTER 2) 
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Outlook 
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Source: Developed for this Study 

Figure 1.1.: Study Framework 
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Moreover, the study assesses the level of 
interaction between these sectors and links 
between achievements made with the status of 
the implementation of the relevant Sustainable 
Development Goals (SDGs) in Tanzania. In 
addition, the study addresses cross cutting 
issues such as Small and Medium Enterprises 
(SMEs); and marginalized groups such as 
women. In the analysis, a comparison is made 
with neighboring countries and best practices 
are identified for additional lessons and policy 
recommendations. 
 
1.2 Study Process and Approach 
This study was largely be built on a review of 
relevant documents and researches. Evidence 
that were examined during the study process 

include the first study report of Pilot4Dialogue 
and research project (Bishagazi, 2021), national 
surveys and reports, sector reports, annual 
reports from different stakeholders, studies and 
information issued from the World Bank, 
International Monetary Fund (IMF) databases, 
Bank of Tanzania (BOT), Tanzania Revenue 
Authority (TRA), Ministry of Finance and 
Planning (MoFP) and National Bureau of Statics 
(NBS) survey reports. Apart from that, for 
triangulation purposes, the study team made 
field visits to check on reliability and 
consistency of the secondary data and reports 
and obtain additional/updated information.  

 

In the field, Key Informant Interviews (KIIs) 
were conducted with stakeholders from the 
central and local government in Dodoma 
region, TRA, 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) 
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with horticulture farmers in Iringa and Arusha 
regions, manufacturers, and SMEs, including 
women and youths in Dar es salaam and 
Mwanza regions were also conducted. In total, 
356 respondents were sought.  
Both qualitative and quantitative data analysis 
methods were utilized. Qualitative data analysis 
was mainly be done through thematic analysis 
whereby the study 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. Triangulation was 
also used to compare information gathered 
from different sources such as literature, 
interviews, Focus Group Discussions (FGDs) and 
observations. 
 
1.3 Macroeconomic Policies   
A Theoretical Framework 

Macroeconomics have influenced and been 
influenced by the evolution of social consensus 
and the economic structure in a complex 
interactive manner over the past half century in 
both developed and developing countries. 
Armed with the Keynesian tool of demand 
management, this model yielded the “belle 
époque” macroeconomic performance of the 
1950s and 1960s in the major industrial 
countries, but the high and volatile inflation of 
the 1970s set the stage for the reemergence of 
conservative and liberal ideology, with its 
strategic aim price stability rather than full 
employment. In the context of developing 
countries, the macroeconomic policy model 
came into prominence in the 1980s in response 
to the debt crisis of the early part of the 
decade. Assigned a dominant role to external 
balance and restoration of confidence to 
improve creditworthiness, this association with 
external constraints has led a to 

disproportionate focusing of attention on the 
relationship between domestic macroeconomic 
policy and external balance.  
From this perspective, macroeconomic policy 
has been closely related to the availability and 
price of foreign capital, i.e., the supply curve, or 
the constraint imposed by the balance of 
payments.  
But supply of capital to developing countries 
tends to be highly correlated with country risk 
perceptions, as assessed by ratings assigned by 
credit rating agencies to the country’s foreign 
currency debt obligations. In assigning such 
ratings, agencies are known to consider 
numerous economic, social, and political 
factors. 
 
Macroeconomic Policies:  A Broad Meaning 

 In a framework of conventional 
macroeconomic policy, macroeconomic stability 
is conceptualized in terms of low inflation, low 
budget deficit, low level of deficit in the current 
account, and stability in the exchange rate 
(Boulanger et al., 2018). This implies that the 
assumption for macroeconomic stability and 
growth include: inflation is inimical to economic 
growth; monetary policy (and interest rate) is 
the main instrument for fighting inflation; 
budget deficit fuels inflation; a tight lid on 
government expenditure is key to minimize 
budget deficit; overvalued exchange rate 
adversely affects competitiveness and exports. 
 
Fiscal policies 

Fiscal policies have multiple effects on the 
economy. For example, they influence the level 
and evolution of aggregate demand, particularly 
through public general expenditures and public 
investments, and the combination of taxes and 
subsidies. Fiscal policies also influence 
aggregate supply through the additional impact 
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of public investments as an accumulation of 
public capital and of current expenditures such 
as those related to human capital or science 
and technology.  
Fiscal policies also affect macro-prices (price 
level and inflation, interest rate, real exchange 
rate and wages), including the different ways of 
financing potential deficits.  
Considering that government expenditures tend 
to have a larger component of non–traded 
goods, their expansion may increase the price 
of those goods, appreciating the real exchange 
rate and reducing the external competitiveness 
of the economy.  There are also microeconomic 
effects and distributive effects of fiscal policies 
linked to the specific structure of taxes, 
subsidies, expenditures, and borrowing.  
A relevant policy question is how to manage 
those commodity cycles. During the upward 
cycle, the best policy approach seems to be 
using the extra funds for a balanced mix of 
countercyclical funds, high-quality investments 
linked to productive infrastructure, R&D and 
human capital, and targeted safety nets for the 
poor and vulnerable (Bertola & Ocampo, 2012).  
While using the windfall to finance transfers to 
reduce poverty in the short and medium–term, 
investments in physical and human capital 
would help with medium and long–term 
growth, and a countercyclical fund will maintain 
macroeconomic stability (Bertola & Ocampo, 
2012). During the downward cycle, there are 
not many policy options, except to let the 
exchange rate adjustment and prudently align 
expenditures with revenues, trying to protect as 
much as possible social safety nets and 
investments linked to productivity and growth. 
All those interventions must consider financial 
sustainability, cost-effectiveness and an 
appropriate operational design. Overall, it is 
important to maintain fiscal balances that can 
be sustained over time. Additionally, it is 

necessary to define a level and structure of the 
tax system that avoids disincentive effects, 
implement an efficient and honest tax 
administration, define levels and composition of 
expenditures that allow the attainment of the 
growth and equity objectives, and to use 
efficient and transparent budgetary and 
implementation systems for the public 
programs and investments (Díaz–Bonilla, 2019). 
 

Monetary Polices 

Monetary policy aims to address issues arising 
from economic instability. In this regard, Khan 
(2011) argues that the objectives of monetary 
policy also interact back and forth with other 
important macroeconomic goals, including 
economic growth, employment creation, price 
stability, mitigation of shocks in the economic 
cycle, prevention of financial crisis and 
stabilization of long-term interest rates and real 
exchange rates. 
In an endeavor to restore the health of its 
economy, governments usually implement a 
series of policies including lowering interest 
rate, increasing credit limit and stabilizing 
exchange rate. These policies are deemed 
feasible measures to help ensure the money 
supply of the economy. 
Within monetary policy, exchange rate policy 
may be a measure of stability. It affects the 
relative prices of the securities of the host 
country, the relative size of the repatriated 
profit and, in case of export-oriented 
investments, the competitiveness of the 
exported products. 
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Box 1.1: Tanzania’s Macroeconomic Performance in the 2015-2020 period (Source: Bishagazi, 2021) 
 
The average GDP growth during the 2015-2020 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 massive deterioration of credit to the private sector from 24.8% in 2015 to 1.7% in 
2017. This improved to 11% in 2018 but deteriorated further to 3% in 2020 (BOT, 2015-2020). 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 the first quarter of 2021, the average growth rate of GDP has 
declined to 4.7% and it is estimated that it will remain around 4.5% throughout 2021. This decline was largely due 
to the outbreak of 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. Despite the challenges of COVID-19 pandemic, by 
December, 2020, the value of exports of goods and services was USD 9,572.3 million in comparison to USD 8,124.9 
million in 2015; representing an increase of 18%. 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. 
 
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 average, budget deficit has been 
reduced by 2.5% of GDP relative to a pre-reform period. 
 
Key Achievements 
 
During the 2015-2020 period, 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 pre-reform period where targets were missed by more 
than 10%. Sector wise, the reforms in the mining sector have tremendously improved the growth the sector to 
reach 17% by the end of 2020 exceeding a target set of 3.2% by 2021. This exceeded expectations by around 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 has declined from 28.2% in 2015 to 26.2% in 2019. This makes a palpable difference in 
people’s standards of living. 
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1.4 Organization of the Report 
 

The current chapter discusses background 
of the study relating with respect to 
methodology and review of literature on 
macroeconomic policies.  The remainder of 
this report is organized as follows: Chapter 
Two of this report discusses the association 
between macroeconomic policies and 
Foreign Direct Investment (FDI). Similarly, 
Chapter Three presents an analysis of the 
effect of macroeconomic policies on the  
 
 

 
horticulture subsector. Chapter Four, Five, 
and Six provide an analysis of the effect of 
macroeconomic policies on digitalization, 
green economy and regional integration 
respectively. Finally, Chapter Seven provides 
a summary of the future economic outlook 
of Tanzania using scenario analysis. In each 
chapter, the report presents and analyzes 
achievements, gaps, lessons learned and 
appropriate recommendations. 
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Foreign Direct Investment 
(FDI) 

 

This chapter of the report documents FDI activities in 
Tanzania particularly by focusing on macroeconomic 
framework. Section 2.1  discusses policy and institutional  
framework for FDI in Tanzania; section 2.2 provides a 
summary of FDI trends; section 2.3  identifies the main gaps 
in the existing policy framework for FDI; section 2.4 presents 
the main lessons leant while section 2.5 outlines the required 
recommendations to boost FDI in Tanzania.  

 

Chapter 2. 
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2.1 Background, Achievements and Policy 
Framework 
Tanzania’s macroeconomic policies relating to 
FDI comprise of a complex mix of restrictions, 
requirements and incentives. After 
independence in 1961, Tanzania went through a 
stage in which the focus was on import-
substitution. By the early 1980s, the need to 
shelter protected industries was overtaken by a 
need to expand exports. Thus, in 1986, Tanzania 
embarked on economic reforms which have 
brought about the foundation of an economy 
that increasingly relies on private sector 
enterprises and market forces for growth and 
development.  
Despite that, Tanzania did not manage to make 
a significant breakthrough in attracting FDI thus 
significant reforms were made in the middle 
1990s onwards. These represented an 
important turnaround for foreign investment 
attraction in the country. The major one 
included the establishment of Tanzania 
Investment Centre (TIC) in 1997 which was  
 

 
 
 
 
followed by the passing of the Tanzania 
Investment Act, 1997.   
Moreover, the government designed tax 
incentives to attract more FDI to encourage 
labor-intensive, export -oriented 
industrialization and employment generation, 
particularly in the mining sector. Several other 
related policies and programmes were also 
introduced, notably the Special Economic Zones 
(SEZs) for the attraction of export-oriented FDIs. 
SEZs were mainly established in regions such as 
in Dar es salaam, Morogoro, Iringa, and 
Njombe; offering subsidized infrastructure, 
expedited customs formalities and freedom of 
import duties and export taxes.  
In addition to that, conflicting laws and 
regulations were rectified and made clearer and 
easier to interpret. These included the Mining 
Act, 1998; Tanzania Revenue Authority Act, 
1997; the Land Act, 1999; Financial Laws 
Miscellaneous Amendments Act, 1997; and 
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Investment Regulations (2002); to mention a 
few.  
 Recent reforms that impacted FDI particularly 
in the extractive industry were made in 2017 
which involved 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 Laws (Miscellaneous 
Amendments) 
Act 2017. Apart 
from that, 
several existing 
laws were 
amended 
including the 
Mining Act and 
the Income Tax 
Act.  
In 2018, the 
government 
embarked on the 
implementation of the Blue Print in order to 
improve the business environment which has 
been deteriorating1. 
Other achievements made by the government 
in attracting FDI include: (a)joining international 
trade agreements; (b) building infrastructure; 
(c) promoting agricultural exports to 
supplement manufactures; and (d) investing in 
human capital.  
Moreover, the government has attached special 
importance to electrification, which it views as a 
key driver of FDI in Tanzania.  According to 
TAPRI (2021), the rate of electrification is 0.82. 
With the Nyerere Hydro Power under 
construction, supply of electricity is expected to 
triple.  

 
1Tanzania is ranked 141 among 190 economies in the 
World in the ease of doing business, according to the 
World Bank’s “Doing Business” report, 2020. 

Moreover, initiatives have been implemented 
to reduce bureaucratic delays and uncertainties 
in servicing foreign investors and in ensuring 
rule of law, transparency and regulatory 
consistency to all. This includes adopting 

Extractive Industries Transparency Initiative  (EITI). 
In addition to that, improving Project 
Registering System (TIW) used by the Tanzania 
Investment Centre (TIC) has improved Project 
Registration System for foreign investors 

whereby it now takes 
only three (3) 
working days to 
obtain Certificate of 
Incentives. 
Improvement in the 
use of digital system 
to facilitate foreign 
investors involves a 
joint services 
electronic system for 
handling permits and 
licenses including 

labour department services, Immigration 
Department, Ministry of Lands and Housing 
Development, NEMC, TBS, OSHA, TMDA and 
NIDA. 
 

2.2 Basic Patterns  
Until the mid-nineties Tanzania played a leading 
role in the region in attracting foreign capital. 
This trend continued to 2000 whereby the value 
of FDI in Tanzania reached 463.4 US Million. 
Foreign Direct Investment continued to play a 
decisive role in the performance of the 
Tanzanian economy whereby in 2005, FDI 
contributed to 5% of the GDP. From 2010 to 
2015, the rate of FDI in Tanzania ranged 
between 1.8 USD Billion and 1.6 US Billion 
making it the leading the country in the East 
African region in terms of the inward 
investment.   

 

Fiscal Incentives 
-Exemptions on project capital 
goods (import duty , 0%,;  VAT 
(0%) 
-Tax relief on deemed capital 
goods import duty exempted by 
75% 
-Capital allowance 
(agriculture,100%;  mining, 100% 
;hotels,50%,;  fish farming, 50; 
tourist services, 50%|) 
-Depreciation allowance (37.5% 
to 50%) 

Non fiscal incentives 
-Automatic immigration quota 
-Protection against non-
commercial risk 
-Protection against 
nationalization/confiscation 
-Unconditional transferability 
of funds 
 

Figure 2.1: Investment Incentives in Tanzania 

Source: Tanzania Investment Centre (TIC), 2021 
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Nonetheless, from 2016 to 2019 statistics 
indicate a significant drop in the volume of 
capital inflows. Tanzania’s ability to attract FDI 
has declined both in absolute terms and in 
relative terms. For example, TIC 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 
(Bishagazi, 2021). As a result, the government 
met only 10% of the targeted FDI by 2020 in her 
FDYP II (Bishagazi, 2021).  
This is because Tanzania started accumulating 
disadvantages compared to her neighbors. In 
response to this, since she was sworn in, 
President Samia Suluhu Hassan has delivered at  
least 5 speeches which were business-and-
investment-climate-heavy. It shows consistency 
in the President’s thoughts and actions on 
improving the space in which the private sector 
acts. 
 
 

2.3 Main Gaps 
 

Tax Policy 

Tanzania’s fiscal system is characterized with 
many taxes and tariffs in comparison to 
neighboring countries. For example, taxes and 
tariffs in the fishing industry in Tanzania are five 
times higher than those charged in Uganda. As 
a result of this, many fishery investors prefer 
Uganda. Despite that more than 50% of Lake 
Victoria, Uganda has more fishing industries 
than Tanzania. During data collection, foreign 
investors in the fishing industry complain that, 
in the World market, they do not sell until 
Ugandan exports have completely sold out. 
Other tax related gaps include: 
-Limited scope of incentives in the absence of 
specialized tax incentives as in other countries 
in the manufacturing industry; expansion 
projects and priority sectors including ICT, and 
the blue economy. 

-The National Investment Steering Committee's 
(NISC) authority to approve additional tax 
incentives that are being proposed by the 
Minister responsible for investment has been 
ineffective as they are outside the scope of the 
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Figure 2.2: FDI  Inflows in Tanzania (Source: Researchers’ Compilation) 
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Tax Laws in the country. There are more than 
19 projects that have failed to find additional 
special attractions approved by NISC. 

-Failure to implement the Special Economic 
Zones (SEZ) plan due to contravention of the 
East African Community Customs Tariff Act. 
-Inability of foreign investors to present an 
appeal on rulings by the tax authority without 
suffering up-front fines and in case amicable 
resolution is not possible, the ability to apply to 
an efficient dispute settlement mechanism.  
 
Investment Restrictions 

Tanzania has restrictions for FDI in sectors 
considered strategic. These include aerospace, 
construction and heavy equipment, travel and 
tourism, energy and environmental industries, 
information and communication, and publishing, 
media, and entertainment. It is difficult to 
rationalize the need to restrict foreign 
investors’ participation in many of these 
activities, particularly given that many of these 
sectors desperately need an injection of 
modern technology or managerial skills that FDI 
brings in.  
 
Special Economic Zones (SEZs) 

SEZs have been successfully used as an 
industrial policy to attract FDI and promote 
exports. Their success is generally determined 
by the extent to which they attract FDI, create 
jobs, increase exports and lead to productivity 
spillovers. However, in Tanzania, SEZ have failed 
to attract FDI. According to a study by Kinyondo 
et al (2016), SEZs are overly burdened with red 
tape and bureaucratic procedures that add 
significantly to their cost structure and reduce 
their competitiveness. Moreover, the 
interactions between firms within zones and 
with local community is very limited.  
 

Content Law/Policy 

The government has employed some 
performance requirements and content 
policy/law to make FDI inflows conform to its 
development policy objectives. However, the 
following gaps exist: 
-The Investment Act allows an investor to hire 
up to five foreign workers during project 
implementation. However, work permits for 
foreigners are issued after they are satisfied 
that, these foreigners have skills that are not 
available in the country as well as educational 
conditions. This issue has been challenging 
investors and thus affecting the investment 
climate in the country. The current local 
content law has a limited scope. 
-The criterion used to specify a viable 
investment is the level of capital only and hence 
the absence of other criteria such as, 
technology transfer, employment and exports 
as is the case for special investment. 
-The local content law’s scope is limited to 
mainly the extractive industry. 
-The scope of local content has not included 
EAC and SADC countries in the scope of “local 
content”.  
-The content law and policy does not require 
foreign investors to use friendly technology to 
further boost green economy in Tanzania. 
 
Bureaucracy 

There are currently seven institutions serving 
investors in the TIC as follows: - Immigration 
Department, Labor Department (Labor), 
Tanzania Revenue Authority (TRA), Ministry of 
Land, Registrar of Companies (BRELA), National 
Identification Authority (NIDA), National 
Environmental Management Council (NEMC), 
Tanzania Bureau of Standards (TBS), Tanzania 
Medicines and Medical Equipment Authority 
(TMDA) and the Occupational Safety and Health 
Authority (OSHA). Although the objective of the 
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One Sop Centre is to improve efficiency, but it 
has caused more bureaucracy. This is mainly 
because TIC does not have mandate to 
reward/punish employees of these institutions 
within the One Stop Centre.  
 
Costs 

Costs of business initiation and operations can 
be high, as they include investment related to 
infrastructure, export ability, labour issues, and 
tariffs. Some of these costs/fees are hidden fees 
that investors only find out about upon arrival 
and during production rather than prior to 
commencement of project.  
Despite the government's efforts to invest in 
enabling infrastructure such as water, 
electricity, roads, telecommunications and gas 
in investment areas, there are still challenges in 
some areas. For example, the cost of water for 
textile industry in Tanzania is USD 0.89 / m3, 
Kenya is USD 0.62 / m3 and Ethiopia is USD 0.12 
/ m3. In addition, the cost of electricity in the 
textile industry in Tanzania is USD 0.1 / kWh 
and Ethiopia are USD 0.02 - 0.04 / kWh. 
In areas where such infrastructure does not 
exist, investors are forced to put the 
infrastructure at their own expense. In addition, 
there is no legal mechanism to recover the high 
costs incurred by investors to install such 
infrastructure except for electrical 
infrastructure where amendments to the Act 
have allowed the client to enter into a special 
agreement with TANESCO on how to recover 
the costs incurred. 
 
Land 

Investors expressed having experienced 
challenges regarding land ownership. Timing of 
issuance of the title of land ownership has 
proven to be a serious challenge, which 
currently can take a year or more. In addition, 
although land laws in Tanzania currently allow 

land to be allocated to non-Tanzanians if this 
land is used for investment purposes, investors 
have experienced problems with the 
implementation of the provision as the rights 
can be challenged by the TIC. Investors further 
referred to a lack of clarity on how land 
allocation requests are assessed, issued, and 
the length of time ownership is granted. 
Investors experienced that once land rights 
have been obtained, additional complexities 
and lack of clarity exists for example regarding 
water, land access, power as they all involve 
different bodies.  This is especially problematic 
for agricultural development especially in the 
horticulture subsector. Other challenges 
include: 
-Foreign investors cannot use Derivative Right 
issued by TIC as a guarantee of credit unless the 
project is implemented by at least 60%. 
-Investors invested in apartment buildings with 
Derivative Rights cannot sell the houses as the 
Unit Titles Act does not recognize Derivative 
Rights. 
 
Investment in Airport Infrastructure 

The terms of investment in infrastructure in 
airport areas are complex due to the ownership 
of the area being under the Airports Authority.  
Moreover, there is lack of investment incentives 
that will attract the private sector to invest in 
the air transport sector in collaboration with 
the Government in the PPP process. In addition 
to that, the 15-year deadline for PPP projects in 
the aviation industry worries the foreign 
investors to invest in PPP due to the aviation 
sector not generating profits quickly. 
 
Investment Climate 

Despite several reforms made by the 
government to improve the country’s business 
environment, including the implementation of a 
blueprint for regulatory reforms since 2018, 
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foreign investors are still not satisfied with the 
current business environment. Foreign 
investors showed disappointment with taxation, 
production costs and policy uncertainty 
surrounding the business environment. 
A survey by Jahari (2021) showed that foreign 
investors expressed general dissatisfaction with 
immigration and labour systems, tax 
administration, and the availability of specialist 
competencies. Adverse perceptions about the 
quality of the migration and labour systems are 
associated with frustrations over perceived 
cumbersomeness of work permit application 
processes, while tax administration is 
associated with the seemingly opaque and 
sometimes poorly coordinated engagement 
that TRA has with investors. 
Apart from that, investors observed challenges 
emanating from the presence of multiple 
revenue levying and regulating authorities, for 
example, TRA, LGAs and standards agencies 
with occasionally overlapping mandates. Such 
regulatory overload is considered detrimental 
to the cost of doing business because of the 
multiple associated taxes, fees, levies, and 
expenses associated with compliance. 

These perceptions appear to be consistent with 
acknowledged reversals in the business cycle 
which saw closures of over 10,000 firms 
between July 2018 and April 2019.  
Similarly, a study by TAPRI (2021) 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); investors are more 
constrained with paying taxes, trading across 
borders and access to finance. 
 
Generally, the most serious challenge Tanzania 

faces at the moment is to switch from an 

obsolete approach towards luring foreign 

direct investment to modern one. The former, 
in the case of Tanzania, involves relatively high 
tariff protection of the domestic market, and on 
top of that, specific privileges offered to FDI. 
The latter approach would require getting rid of 
both these sticks and carrots, and providing 
foreign investors with a generic climate 
conducive for attracting cutting-edge capital.
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  Box 2.1: How Policy Uncertainty Affects Foreign Direct Investment (FDI) in Tanzania: Field Evidence 
 
“When we come to invest in Tanzania, we make long term plan based on the current macroeconomic policies. Sudden and significant 
changes have huge financial implications for our investments”.  
 
 
Foreign Direct Investment (FDI) has been a channel for economic growth in Tanzania achieved by implementing advanced 
technologies and powerful equipment; know-how sites; and new quality standards. FDI has also positively affected Tanzania’s 
balance of payments through an increase in the inward flow of foreign earnings. However, field evidence indicates that significant 
decline in FDI during the 2015-2020 among other short-term factors, policy uncertainty affected FDI. The 2015-2020 period was 
characterized by heightened uncertainty about economic policies in Tanzania, such as unconventional monetary policies; unstable 
fiscal policies such as sudden significant tax changes in the extractive industry in 2017, VAT changes in 2018, introduction of 
Electronic Tax Stamps (ETS) for alcoholic drinks and tobacco drinks in 2019, introduction of excise duty on imported powered beer 
and juice in 2020, and taxation of mobile transactions in 2021; to mention a few. One major contributor to the macroeconomic 
instability was the lack of effective instruments to tax the growing parallel economy in order to increase domestic resources to 
finance ambitious infrastructure projects that the government targeted.  
 
Moreover, litigations and scandals with large investors particularly in the mining sector in the past five years have deterred many 
investors and led to the deteriorating position of the country in the WB’s Doing Business report. Thus, the government should 
address the negative expectations of some investors, who feel that the situation would not change in the near future. The future 
course of economic policy is always difficult to forecast. This is especially true in the early stages of a new administration. In the 
policy-making process, there are different views, even within the same administration, as to the best policy options. Because of that 
process, the future course of taxes, regulation, monetary policy, and trade policy is unclear.  
 
Another form of uncertainty faced by foreign investors in Tanzania is the imperfect credibility of policy reforms. Investment-friendly 
reforms typically raise expected returns, but can also increase uncertainty because investors believe that the reform measures could 
be reversed. In such context, investors’ perceptions about the probability of policy reversal become a key determinant of the 
investment response. According to Avom et al. (2020), a reform favorable to FDI, but regarded as less than fully credible, will fail to 
trigger off an investment response unless the return on capital becomes high enough to compensate investors for the losses they 
would incur should the reform be reversed. 
 
Why is Policy Uncertainty a Concern for Foreign Investors? 
First, foreign investment is subject to higher fixed costs than domestic investment owing to factors associated with national 
boundaries. Second, foreign investment is more sensitive to macroeconomic environment than domestic investment because foreign 
investors have limited information about and protection from the host country’s legal and political institutions. Investors may defer 
projects even if they are fundamentally viable. Faced with substantial uncertainty about economic stability or the sustainability of 
pro-investment policies, along with irreversible start-up costs, investors may choose to wait and see how events unfold before 
committing funds. Implicitly, they demand a higher hurdle rate plus the value of the “option to wait.”  The result may be a very 
sluggish investment response. 
 
Why is Policy Certainty Important for FDI in Tanzania? 
The economic crisis faced by the developed countries in the last few years has restrained their ability to invest abroad. This 
drastically reduced the capital that was earlier available for possible investment in developing countries. Consequently, this has 
initiated an increased competition between developing countries including Tanzania to get part of whatever is available. 
Simultaneously, the recent international financial chaos and the COVID-19 pandemic have added to the overseas investors’ 
skepticism of the macroeconomic environment in the developing nations. Therefore, macroeconomic steadiness and stability in the 
host market has attained new significance given the efforts that the advanced countries are making to redress their financial worries. 
 
To conclude, the predictability of government policies and the dependability of existing legal frameworks are crucial in enhancing 
a country's image in the eyes of the foreign investors. 
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2.4 Lessons Learned 
 
§ Field evidence show that, to attract FDI, it is 

important to look into the Tanzania’s tax 
structure in general and reduce investment 
costs including production costs. Other 
incentives, such as infrastructure 
development, may increase in value. 
Moreover, reduction of bureaucracy, policy 
certainty and conducive investment climate 
are important factors in attracting and 
maintain FDI. 

§ Considerable changes are called for in the 
institution system of investment promotion. 
The experience of successful countries 
indicates that it is more appropriate to 
establish a single, more independent, 
proactive institution that concentrates only 
on investment promotion and has decision 
making powers. That institution must have 
a co-ordination function in respect of the 
granting of benefits. 

§ Tanzania’s investment regime for FDI 
focuses on the extractive industry. The 
danger of this is that these resources will 
get depleted and hence to promote 
diversification, Tanzania should opt for 
targeted investment incentives, giving 
priority to incentives in the emerging 
sectors. These sectors potentially have 
significant agglomeration, R&D and 
spillover effects and potential for attracting 
additional capital.  

§ In Tanzania several institutions can award 
investment incentive. There is a need for a 
single institution to award such benefits. 
The investment promotion entity must 
maintain continuous contact with the 
government, and its feedback must be 
utilized in the formulation and management  

 
 
 
of incentives. It is important that the 
organization proactively approaches 
potential investors instead of working only 
with investors who come to Tanzania. The 
reform of the system and making it public 
and available to foreigners to reduce 
uncertainties.  

§ There is little FDI in the green economy. 
Scaling up FDI in the green economy can 
significantly contribute to channeling more 
investment into sectors such as climate-
friendly infrastructure, including renewable 
energy, energy efficiency, water purification 
and distribution systems, transport and 
housing as well as in conservation and the 
efficient usage of natural resources, and 
waste management. Paving the road to a 
green recovery through FDI will require 
political will, institutional capacity to design, 
develop and monitor investment in priority 
green sectors, and regional cooperation. 

§ There is a huge need for outward FDI 
promotion. The government therefore faces 
a considerable challenge in making outward 
FDI a part of their broader development 
strategy that complements other 
development policies in areas such as trade 
and inward investment.  

§ FDI data may not be accurate as Foreign 
investors are not legally required to register 
with TIC. This implies that, there is a 
considerable number of foreign investors 
not indicated in the official data of TIC. 
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2.5 Recommendations  
 -A complete overall of the tax system in 
Tanzania is required.  This will enable the 
government to ensure the tax structure is 
competitive, widen the scope of tax incentives 
(e.g.: in horticulture, blue economy, airport 
infrastructure etc.); ensure that only one 
institution provides incentives; improve tax 
dispute settlement with foreign investors;  and 
integrating different contradicting tax laws. This 
will also ensure fiscal policy stability. 
-Establishing a policy that will allow TIC to have 
land banks for foreign investors. 
-Designing and implementing strategies and 
measures to promote outward FDI especially in 
EAC and SADC countries to take advantage of 
the regional integrations.  
-TIC needs to scale up their online investment 
services, in particular, with regard to 
investment facilitation through online one-stop 
facilities throughout the investment cycle.  This 
includes harmonization/integration of all tax 
and tariff systems to enable investors pay to 
only one collecting agency such as TRA. 
-Incorporating an active role for FDI in its 
pandemic recovery plans. This includes 
investment incentives for investment into 
Special Economic Zones (SEZs) and introducing 
simplified FDI approval processes. For example, 
Myanmar incorporated a direct role for FDI in 
its overarching COVID-19 recovery plan by 
including procedures for fast-tracking approvals 
for investment in labor-intensive and 
infrastructure projects as well as a reduction in 
investment application fees. 

-The continued dialogue between the 
government, regulatory agencies, and the 
private sector is necessary given their mutual 
interdependence. These dialogues will help to 
inform the review and harmonization of the 
legal and regulatory environment for the 
business environment to avoid unforeseen 
ambiguities and frequent policy adjustments. 
-Initiating a policy impact evaluation barometer 
and monitoring systems to regularly assess the 
effectiveness and impact of investment policies 
and regulations on the country's investment 
climate in the context of the evolving global 
environment. 
Other recommendations include: 

§ Revisiting the Business Environment 
Blueprint to ensure it incorporates the 
current investment climate issues. 

§ Revising the content law to expand its 
scope to other sectors and ensure that 
green issues are also incorporated. 

§ Revising policies relating to Derivative 
rights to ensure that these are 
beneficial to foreign investors. 

§ Continue in improving infrastructure 
and amenities. 

§ Revising production costs especially 
relating to electricity and water. 

§ Allow FDI in sectors such as 
entertainment, heavy equipment, and 
tourism which equally need 
technological transfer and technical 
know-how. 

§ Ensure that all foreign investors are 
registered by TIC.
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 Horticulture 
This chapter of the report provides a comprehensive 
discussion of how macroeconomic policies have affected the 
horticulture subsector in Tanzania. Section 3.1 provides a 
summary of the policy and institutional framework; section 
3.2 provides an account of achievements and gaps along the 
horticulture subsector to inform policy recommendations at 
macro level; section 3.3 discusses the key lessons learned; and 
section  3.4 provides the main recommendations.  

 

Chapter 3. 
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3.1 Background, Achievements and Policy 
Framework 
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). Recognizing the important role 
agriculture plays, in 2006/2007 the Agricultural 
Sector Development Plan (ASDP) was launched. 
For the implementation of ASDP, the “Kilimo 
Kwanza” was developed.  “Kilimo Kwanza” 
aimed at fostering the modernization and 
commercialization of agricultural sector for 
small, medium and large-scale producers. 
Moreover, SAGCOT was designed as an 
important instrument to implement “Kilimo 
Kwanza” through mobilization of private sector 
investment. Another important policy is the 
National Agriculture Policy (2013). 
 
 

 
 
 
One of the emerging subsectors in agriculture is 
horticulture. Over a decade, the horticultural 
industry has been one of the most dynamic 
agriculture subsectors growing at a rate of 8%-
10% per annum and contributing to more than 
USD 354 million per annum of the country’s 
economy.  The horticulture subsector employs 
about 450,000 Tanzanians, majority being 
women (about 65%-70%). The Southern 
highlands regions (i.e. Iringa, Katavi, Njombe, 
Mbeya and Songwe) are currently the leading 
regions in horticulture in Tanzania. The value of 
horticulture exports has increased from 412 
USD million in 2015 to 779 USD million in 2019. 
In order to harness the horticulture subsector, 
the government formulated the National 
Horticultural Development Strategy in 2012. 
Recent measures include exemption of import 
duty for importation of cold rooms by a 
horticulture trader. 
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3.2 Main Gaps 
Taxation Policy  

One of the many burdens in the horticulture 
subsector is the tax burden. A comparative 
analysis shows that Tanzanian’s horticulture 
subsector is highly taxed which threaten its 
competitiveness. The tax burden for the 
horticulture subsector in Tanzania is 30 %t 
higher than Uganda and two times higher than 
that of Zambia. 
These taxes are imposed or levied by the 
central and local governments. The taxes 
include taxation on exportation, agricultural 
inputs, business licenses, corporate and income 
taxes. The net effect is to discourage 
commercial horticulture and therefore reduce 
growth in incomes, productivity, and export 
earnings. One respondent commented: 
 
 
 
 
 
 
 
Large scale horticulture producers and 
exporters are more affected than small scale 
producers because most of them are informal. 
One large scale producer in Arusha commented: 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
In addition, the horticulture subsector is 
subjected to high indirect taxation induced by 
macro-economic and sector policies as a result 
of inappropriate agricultural marketing and 
pricing policies, overvalued exchange rates of 
the Tanzania Shilling, and high import duties on 
horticultural agricultural imports. This means 
that producers of export crops receive prices 
that are below the World market prices.  
Moreover, horticulture producers complain of 
being charged different rates for each LGA. For 
example, Kilolo, Njombe and Mafinga charge 
different rates for cop cess.  
 
Access to Land  

The most recent estimate made in puts the land 
area of mainland Tanzania at 86.9 million 
hectares. However, only 12% of the land area is 
utilized. However, securing land for commercial 
horticulture for large scale famers is one of the 
crucial gaps in the horticulture subsector, 
especially for foreign investors. A land policy 
that is clear and tenure that is secure will guide 
the allocation, ownership and use of land as a 
resource and help to resolve land use conflicts. 
The Land Act and Village Land Act are the main 
legal instruments for implementing Land Policy. 
Most part of the country is not formalized and 
the land legislation still has some drawbacks 
when it comes to land utilization for 
commercial purposes i.e. the marketability of 
the customary land right is still a problem. The 
shortcomings need addressing to be able to 
attract large-scale investors in the horticulture 
subsector.

“As a small-scale horticulture trader,  
I cannot afford to export to Kenya and 
other countries because of so many 
taxes along the way. By the time the 
crops reach there, I remain with little 
profit.” 
 

“We are required to pay fire levy of 
500,000 for horticulture farms which are 
60 km away from the city centers were 
firemen have never one to set off fire. 
Moreover, an exporter is required to pay 
for radiation fee of 0.2% of the invoice 
value. But tis certificate is not needed or 
recognized in the  
 

market and not charged by other 
competing countries. As a 
consequence, we are forced to sell 
at a higher price which is a huge 
disadvantage to us”. 
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 Irrigation Schemes 

 Irrigation technology, despite its potential in 
raising production, and its subsequent 
contribution in reducing poverty for 
horticulture producers, is still underdeveloped 
for smallholder horticulture producers. Most of 
the horticulture crops require irrigation 
throughout the year, thus, seasonal farming is 
not effective. Only 10% of small-scale producers 
surveyed use irrigation schemes in horticulture 
production.  Current statistics show that the 
total planted area under irrigation is 694,715 ha 
whereas land potential for irrigation is 29.4 
million ha with targeted development of 1 
million ha by 2025. Irrigated land is about 2.7% 
of land cultivated. Several fiscal policies have 
been established by the government to boost 
irrigation farming such as exemption of import 
duties for irrigation systems. However, most of 
these do not reach out smallholder farmers 
who cannot afford them. 
 
  

 

Sanitary and Phytosanitary (SPS) Requirements 

Sanitary and phytosanitary measures are very 
important issues in the horticulture trade 
especially for the European market. To get 
access to the European market, exporters must 
have a Global Gap Certificate which requires lab 
tests of the produce. However, most 
horticulture exporters use Kenyan labs because 
labs in Tanzania are inadequate and the few 
available ones like SUA and Mikocheni are not 
internationally accredited and produce 
inaccurate results.  Moreover, most of small-
scale horticulture farmers are not fully aware of 
the international standards required and hence 
cannot access international markets. 
 
Weights and Measures. 

The commonly used standard units for selling 
produce include bags (100kg and lumbesa), 
wooden boxes and (matenga). BEST-Dialogue 
was involved in a Weight and Measures project 
to promote the use of standard weights and 
measures. The advocacy that was carried out in 
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Iringa region with respect to implementation of 
the weights and measures practices has proven 
to be extremely effective and as a result of this, 
horticulture farmers in Iringa follow standard 
weights and measures. Nonetheless, it is also 
important to note that at the main food market 
in Dar es Salaam, traders from Iringa are 
basically the only ones with bags/sacks in 
standard measures. This puts them at a 
disadvantage relative to other traders from 
other regions of Tanzania like Moshi, Arusha, 
Mwanza, Kondoa and so on who still use 
lumbesa. A consumer in Dar es Salaam 
obviously will prefer to purchase a lumbesa bag 
than a standard weighed bag because a 
lumbesa bag gives him more kilograms at the 
same price. Therefore, advocacy for standard 
weights and measures is needed for the rest of 
the regions in Tanzania.   
 
Marketing of Horticulture Produce  

Inadequate transport infrastructure and 
services in rural areas push up marketing costs, 
undermining local markets and exports. Field 
evidence suggests that transport costs account 
for over 50% of total marketing costs. 
Improving road connections is thus critical to 
strengthening the links of horticulture farmers 
and the rural economy to local, regional and 
international markets.  
Moreover, horticulture exporters still rely on 
traditional export for 45% to 50% of export 
revenue. Only TAHA members who are mostly 
large-scale produce has access to a special 
online portal known as International Trade 
Centre (Trade Mapping) to access international 
markets. Improving and modernizing the 
marketing system can increase market 
efficiency, foster competitiveness with imports 
and reduce losses and risks. Market 
modernization, beyond improving basic 

transport, includes marketing information 
system, commodity exchanges and price-risk 
management. 
 
Processing Facilities 

A common problem of horticulture production 
is that during peak season, markets fail to 
absorb supply, forcing prices to go down and 
thus lowering income to the farmers. The major 
set-back characterizing horticultural production 
is lack of processing facilities and marketing 
infrastructure. For instance, 20 per cent of the 
horticulture production in Iringa region is 
wasted due to lack of agro-processing facilities. 
Most of processing facilities are on small scale 
with crude mechanization. Consequently, there 
is less utilization of equipment and machinery 
that promote green economy. For example, 
most small-scale processors mostly use wood 
because gas is not adequately available and it is 
available, it becomes expensive to obtain it. 
Mechanization will have significant impact in 
increasing production and productivity in the 
agriculture sector. 
 

Education and Extension services 
The horticulture sector is extremely technical 
and hence requires a lot of technical knowledge 
to enhance productivity and quality for export 
purposes.  Low levels of education and literacy 
among most horticulture producers contribute 
to low production and low quality of produce. 
For example, 66% of small-scale producers 
surveyed have not received any form of training 
on horticulture. The remaining 34 % who 
received training, none of them have obtained 
these trainings from government extension 
officers. Horticulture trainings are usually 
facilitated by NGOs and INGOs.  The situation is 
worse for rural horticulture farmers.  
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 Currently, there are 7,000 extension officers 
while the required level is 15,082. The available 
extension officers are not adequately trained on 
horticulture production, among others, due to 
gaps in the formal training syllabi of agriculture 
training institutes in Tanzania. To address this, 
the ministry of agriculture has designed a 
special online system known as M-Kilimo which 
requires online registration by farmers and use 
this forum to express their challenges which are 
solved by extension officers and other experts 
in the ministry. However, this programme 
requires the use of smartphones and has not 
been adequately advocated and thus is little 
known by horticulture farmers. 
Generally, investment in technical schools for 
horticulture is crucial. For example, Kenya made 
aggressive move in investing in technical 
schools for horticulture resulting to a significant 
increase in horticulture exports. 
 
Contract Farming 

Weak contract enforcement is a huge constraint 
for most smallholder horticulture producers in 
Tanzania. Side-selling and side-buying threaten 
the profitability of the entire value chains for 
horticulture. It is critical that all stakeholders 
work together to solve this problem. Without 
public and private sector alliances for effective 
contract enforcement, out grower schemes will 
not be sustainable.  
Any solution will require efforts from all chain 
participants and the public sector. The 
government must ensure that commercial 
disputes in rural areas can be resolved 
effectively in a timely and affordable fashion. A 
better local system must be developed for 
sanctioning contract-breakers. It is also 
essential to increase smallholders’ awareness of 
the consequences of side-selling. 

 
Access to Finance  

Both the government and Private sector 
involvement in the horticulture subsector has 
remained weak with very limited investment 
mostly due to lack of long-term finance at 
affordable interest rates. Lack of Meaningful 
banks’ lending to horticulture producers is one 
of the main hindrances for its growth.  
The Bank of Tanzania (2019) report shows that 
loans to the agricultural sector in general 
amounted to only 10.4% of the total loans to 
the private sector. Moreover, such loans are 
available at an average rate of 18%, which most 
horticulture producers cannot afford. And most 
of these loans are short term for buying and 
selling and not for production.  
Although an agricultural bank exists (i.e. Benki 
ya Wakulima), it has inadequate capital/funds 
to finance the required level of smallholder 
farmers in general who constitute 75% of 
famers countrywide.  
Moreover, there is a minimal direct borrowing 
by smallholder farmers. This is mainly caused 
ineffectiveness in the transmission channels of 
the monetary policy (e.g. from banks-
SACCOS/AMCOS- farmers) to benefit targeted 
poor producers. 
 
Horticulture Policy 

The horticulture subsector has a great potential 
for the Tanzanian economic growth and makes 
a major contribution to export. However, there 
is no specific policy designed to foster and 
stimulate the horticulture subsector; most 
agricultural policies in Tanzania have focused on 
arable farming and animal husbandry.  
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Box 3.1: The Role Women Role in the Horticulture Subsector  
 
In today’s horticultural value chain, women participate as farmers, laborers, traders, and consumers. Using a 
case of Iringa region, field evidence shows that, women compose of 70% of horticultural labor supply. Women 
are preferred for these types of tasks because of their care, patience, dexterity, commitment and collaboration 
with fellow employees. Moreover, women may be better able to negotiate family labor exchanges and may 
have stronger social capital networks for sharing labor than do men. Moreover, these women have more 
power in household decisions, higher self-esteem, and are more likely than men to spend their earnings on 
household needs. Thus, horticulture offers women unique opportunities to improve their own and their 
families’ standards of living. Given the high value of the horticultural products and the potential of the sector, 
empowerment of women in this sector will significantly help in poverty reduction.   
However, women face a variety of constraints in horticultural production systems including:  
 
§ Women participating in horticulture in the southern highlands are marginalized to smaller plots, often 

lacking access to water. Land has become a key resource and it has been shown that access to it is highly 
gendered and defined by lineage identity, where a patrilineal orientation prevails. Women as wives, and 
thus lineage outsiders, are at a clear disadvantage in terms of their ability to obtain land for market-
oriented horticultural activities. Most of surveyed women own ¼ to 2 acres of land for horticulture. 

§ Women are generally concentrated in lower-waged, non-permanent positions. For example, field 
experience show women do 79 percent of farm labor and receive only 30 percent of the income. 

§  In women-run enterprises, women are often less well-financed to hire labor and they control less of the 
family labor. Largely due to cultural barriers, women are less likely to possess the traditional collateral 
required by formal banking institutions. Furthermore, if women do not have equal access to credit, they 
will also suffer from unequal access to technology development and dissemination. 

§  Furthermore, women have been marginalized from the benefits of agricultural training, extension, and 
export market communications. Only 7 percent of interviewed women received training while for men, the 
level was 22 percent.   

§ Women face a number of constraints in organizing and networking in Iringa region. Although women’s 
networks are well established in domestic production in local markets, export orientated production and 
marketing institutions are male dominated in many settings. Women’s organizations do not meet 
production capital requirements for export production and contracting, thus marginalizing women from 
the benefits of horticultural production. Gender differentiated control of production factors limits not only 
women’s productivity, but also their ability to respond to market incentives, and to generate and control 
income.  

A potential solution to constraints faced by women involves link women’s production to NGOs, providing 
literacy and basic education, leadership skills, knowledge of legal frameworks, and the advocacy of women’s 
property rights. Other interventions include: 
Ø Actively recruit female farmers, scientists and engineers for participatory research.  
Ø Emphasize research on women’s participation in small-scale export production.  
Ø Prioritize comparative research on gendered dimensions of horticultural production for export and for 

domestic production and marketing in all regions.  
Ø Trends in horticultural production include satisfying growing urban demands for horticultural products and 

the integration of small farm businesses into the agro industrial sector through the use of production 
contracts. This trend can result in a heightened demand for women’s farm labor.  
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§ Generally, Women in Southern Highlands are the traditional cultivators and marketers of horticultural 
crops. For equitable distribution of the benefits of and increased decision-making power in horticultural 
production, women require equal access to horticultural resources, such as land, labor, credit and 
networks. This is essential to ensure that women benefit from horticultural development.  

 
 

 

3.3 Lessons Learned 

§ Tanzania’s horticultural sector has received 
a great deal of attention in recent years due 
to the rapid growth and expansion of its 
exports. Nonetheless, exports account for 
less than 10% of the total horticulture 
production in the country; implying that 
over 90% of all fruits and vegetable 
production is consumed domestically, and 
the domestic market accounts for over 90% 
of the total growth in quantity of fruit and 
vegetable production. This overwhelming 
dominance of the domestic market, 
combined with slower growth in the export 
sector argue for a more active focus on the 
potentials and constraints of domestic 
horticulture in Tanzania. Such a focus 
implies the need to assess the 
competitiveness of local production and 
marketing systems whereby traditional 
marketing system, including urban 
wholesale markets, continues to play the 
dominant role in the horticulture marketing 
in the country.  

§ There is little utilization of digital tools in 
the horticulture production and 
management in Tanzania. For example, 9% 
of horticulture smallholder farmers and 
processors surveyed use digital tools such in 
accessing market and market information. 
Digitalization of the horticulture subsector 
can be a game changer in supporting and 
accelerating horticulture transformation 

across the country. The growing quantity 
and quality of horticulture data and digital 
agricultural solutions significantly reduce 
the costs of service, inputs and information 
delivery for horticulture farmers and other 
value chain intermediaries. Moreover, it can 
help build resilience to climate change 
(United Nations Environment Programme, 
2011). 

§ The role of intra EAC/SADC/ACFT trade on 
horticulture remains limited. Horticulture 
trade is increasingly dominated by trading 
partners outside the region, mainly Europe. 
Regional integration and the horticulture 
development and trade will offer a great 
potential for youths and women in Africa, if 
they can work in synergy. However, a great 
challenge remains for both the coherence 
and coordination of trade and agricultural 
policies and programmes. Most 
importantly, partner states should work 
towards removal of Non-Tariff Barriers 
(NTBs). 

• Around 50% or more of horticultural 
produce is lost during postharvest especially 
for smallholder farmers. Quantitative and 
qualitative postharvest losses can be 
reduced through the adoption of 
appropriate management practices, both 
before and after harvest. Any reduction in 
postharvest losses serves to increase food 
availability to burgeoning human 
populations while decreasing the total land 
area needed for production, thereby 
conserving natural resources. This also 
emphasizes on the need to increase 
processing plants in regions leading in 
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horticulture production such an Iringa and 
Arusha. 

• Untapped genetic resources offer unique 
potential to develop new commercial 
opportunities in the horticulture subsector. 
This includes innovative crops or additional 
products within existing crops. Alternative 
products can also be developed, such as 
fruits of smaller and more uniform size 
(papaya, watermelon), seedless varieties 
(papaya, watermelon), different colored 
varieties (carrots), and varieties with higher 
nutrition or flavor (strawberries). This has 
proven to be very successful in Egypt. Thus, 
demand for horticultural products 
continues to grow, productivity and growth 
of the industry will depend on the 
appropriate utilization of genetic resources 
and on the genetic diversity that sustains it.  

• Export-quality horticultural production 
demands high quantities of quality water 
throughout the growing season. While the 
actual quantity depends on 
crop/agroecological couplings, the need is 
usually greater when planting horticultural 
crops as compared to cereals. Inappropriate 
timing and volume applications exacerbate 
water demand. There is a high need for 
investment in low-cost, low technology 
irrigation systems such as drip irrigation.  

• The complexities of marketing perishable 
produce, minimizing storage and transport 
losses and complying with strict sanitary 
and phytosanitary standards are beyond 
the capacity of most smallholders. The 
nature of the modern horticultural 
production and market system demands 
that producers, shippers and marketers of 
horticultural products be technically 
competent, and able to respond quickly to 
market opportunities and coordinate 

information transfers throughout the value 
chain. Technical knowledge and the ability 
to adapt to changing market circumstances 
are paramount to the success of 
horticultural subsector. 

• Tanzania has failed to invest in research and 
human capacity building and hence 
experienced short-term growth or growth 
in a limited number of highly targeted 
crops, but has not achieved sustained 
growth and development in this sector. 
Production systems for horticultural crops 
in Tanzania have not been adequately 
researched and most growers lack a 
sufficient technical knowledge base. 
Because of the technical, knowledge 
dependent and dynamic nature of 
horticulture, growth cannot be sustained 
without a well-trained workforce and a local 
capacity to conduct both original and 
adaptive research in all aspects of 
production, handling and marketing. The 
nations that have been able to maintain 
growth and profitability have done so by 
developing the research, training, 
infrastructure and technologies critical to 
sustaining this success, notably Chile, 
Mexico, Kenya, and Egypt 

• The growth of supermarkets in Tanzania has 
created both challenges and opportunities 
for rural producers. Supermarkets 
contribute to higher demand for 
horticultural products, while simultaneously 
excluding small producers from 
participating in supermarket procurements 
and contracts. As supermarkets supersede 
urban markets, access becomes increasingly 
determined by a producer’s ability to meet 
transactional and technological 
requirements specified by the large 
retailers’ requirements. While these 
changes in the marketing chain due to the 
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rise of supermarkets present an enormous 
challenge, the strong growth in horticultural 
demand, also provides great opportunity 
for producers. A key issue for stakeholders 

is to identify what appropriate research and 
intervention strategies can support small 
holders in their greater integration into this 
segment of the market. 

3.4 Recommendations  

 

§ Fast tracking logistics of horticulture 
products from produces to the point of exit.  

§ Improving airport services necessary to 
facilitate export of horticultural products. 
These include adequate availability of cold 
rooms, preservation facilities, aircrafts etc. 

§ Expanding international market 
opportunities other than EU countries. 

§ Establishing processing facilities for value 
addition of the horticultural products to 
expand international markets. 

§ Revising the tax structure to remove 
uncompetitive taxes. 

§ Establishing land banks at Tanzania 
Investment Centre (TIC) to facilitate easy 
access to investment land by foreign 
investors. 

§ Formulation of a Horticulture Crops Policy 
whereby the Ministry of Agriculture (MoA) 
should coordinate other ministries in laying 
down strategies to implement policy 
statements geared towards attaining 
improved horticulture. 

§ Improving access to credits for horticulture 
farmers and processors through an 
establishment of Agricultural Bank with 
branches in regions leading in horticulture 
production such as Iringa, Arusha, Moshi 
and Morogoro.  

§ Increasing capacity building programs for 
better innovative farming practices. 

 
 

 
§ Digitalizing the horticulture subsector to 

improve access to international markets 
and market information. 

§ Investing in research and development 
§ Scaling up business-oriented extension 

services and using ICT-based services to 
complement face-to-face extension 
services. 

§ Improving coordination, communication 
and collaboration between government 
institutions and ministries dealing with the 
green economy agenda. 

§ Strengthening the role of Tanzania Bureau 
of Standards (TBS) by constructing more 
laboratories of high standards and 
improving capacity on the inspection of the 
product at entry and check points. 

§ Expansion of TAHA’s activities to reach out 
all horticulture farmers countrywide. 

§ Improving monetary policy transmission 
channels by introducing legal mechanisms 
in contract farming, outgrower schemes, 
and warehouse receipt systems. 

§ Upgrading domestic marketing 
infrastructure and facilitating services for 
traditional participants in the system. Key 
issues to be addressed include urban 
retiling product quality, urban wholesaling, 
and Links between urban markets and rural 
producers. 

§ Advocating for weight and measures 
programme countrywide. 
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Case: Promoting Organic Agriculture to Achieve Sustainable Development Goals 
(SDGs) in Tanzania 

 
Introduction 

On 25 September 2015, the 193 Member States of the United Nations adopted the Sustainable 
Development Goals (SDGs), a set of 17 aspirational objectives with 169 targets expected to guide actions 
of governments, international agencies, civil society and other institutions. The 2030 Agenda maps a 
plan for the future – shifting the world onto a sustainable and resilient course and leading to 
transformation in standards of living and to a transition to more inclusive, dynamic and sustainable 
pathways to development. The 17 SDGs aim at ending poverty and hunger while restoring and 
sustainably managing natural resources. They integrate the three dimensions of sustainable 
development – economic, social and environmental – with closely interwoven targets.  
In view of the 17 SDGs, this case discusses how organic agriculture can be a key strategy to achieve the 
SDGs by drawing evidence from smallholder organic farmers and crops cultivated in marginal areas in six 
countries, and from studies in other regions of the world. The potential contributions of organic 
agriculture cut across various goals as antipoverty strategies positively affect not only the economic 
dimensions, but also the social, health, and environmental aspects.  
Organic agriculture (OA) is a holistic farm management system which aims to optimize the health and 
productivity of interdependent communities of soil life, plants, animals and people (). Rather than 
relying on expensive and non-renewable external inputs, OA promotes a combination of agronomic 
practices such as crop rotations, intercropping and the use of locally available manure together with 
biological control methods.  
The Potential of Organic Agriculture to Achieving SDGs  

Organic agriculture is receiving increasing attention across the World in parallel with the recognition of 
its contribution to the SDGs. A number of recent reports illustrate the capacity of OA to enhance 
productivity and improve access to food and income using low-cost, locally available and appropriate 
technologies, and without causing environmental damage.  
Evidence by Bishagazi (2021) shows that Tanzania is still struggling in achieving SDGs implementation. 
Recognizing the potential link between OA and poverty reduction, it is important for stakeholders and 
the government to commercialize smallholders and support their access to organic markets. The 
pathways by which OA may contribute to the welfare of farming families, and the extent to which it 
improves the security of livelihoods and access to food by vulnerable groups in the Global South. 
  
Initiatives for Organic Agriculture in Tanzania  

Certified OA emerged in Tanzania in the early 1990s. In 2003 the first local certification body, the 
Tanzanian certification association (TanCert) was established, followed by an establishment of, a 
national network, the Tanzania Organic Agriculture Movement (TOAM) in 2005. The rapidly growing 
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organic sector in Tanzania is being propelled by attempts to engage smallholders (mostly farming 1–5 
ha) in export commodity production, often facilitated by local development agencies that see a close fit 
between OA and development objectives. The majority of certified organic projects follow the out-
grower model in which smallholders are contracted by exporting companies who generally pay for 
certification, sometimes in collaboration with donor programmes. In addition, there are some 
individuals farming organically on a large scale and two coffee cooperatives engaged in commercial OA.  
 

Policy Gaps 

§ Agricultural extension services and institutions are generally not adapted to requirements of 
organic methods and marketing. 

§ Low levels of investment in ecological agricultural research. 
§ the use of chemical inputs is still supported in the form of initiatives to encourage increased use 

and in some cases subsidization.  
§ Little support of facilitating agencies such as EPOPA are the drivers of organic farming. They 

undertake to organize farmers into groups, link producers with buyers, provide credit and 
training opportunities and they link producers to certifying agencies.  

§ Lack of an operational organic agriculture policy is a major constraint to the growth of organic 
agriculture.  

§ Organic Certification is very costly hence not be affordable by many smallholder organic farmers 
in Tanzania. This forms a barrier to access to very lucrative markets in developed regions, such 
as the European Union.  

§ Government concentration on conventional agriculture is a major hurdle to regional trade in 
organic products. 

§ Little domestic demand for organic products in in the local market and the importance of 
consuming organically produced commodities is not very obvious to the majority of Tanzanian 
consumers.  

§ Little effort, by the government to lead research in organic farming and value-addition.  
§ Lack of a policy framework that focuses on value chain development as a pathway to economic 

growth of Tanzania through agro-based industrialization using organic produce as raw materials.  
 

Key Lessons from India 

India has the largest number of organic producers in the world most with small holdings.  
Institutional support for organic production was created by the launch of the National Programme for 
Organic Production (NPOP) by the Agriculture and Processed Food Export Development Authority 
(APEDA), Ministry of Commerce. The NPOP supports promotional initiatives, accreditation of inspection 
and certification agencies, and offers support to agri-business enterprises to facilitate export.  APEDA 
has been interacting with the European Union (EU), the United States Department of Agriculture 
(USDA), Japan, and IFOAM for recognition of equivalence of the Indian quality assurance system.  
In 2004, India’s Ministry of Agriculture launched a nationwide initiative—the National Project on Organic 
Farming (NPOF)—with the objective of promoting organic farming in India by facilitating access to 
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organic inputs, streamlining production, facilitating certification, and developing domestic markets for 
organic commodities. In 2004–2005, a national Centre for Organic Farming was established under the 
Ministry of Agriculture at Ghaziabad to provide institutional support and to facilitate moving farmers 
into organic crop production by providing suitable logistics. The National Horticulture Mission launched 
by India’s Department of Agriculture and Cooperation in 2005 helps for transitioning to organic farming 
of horticultural crops. As a result of these interventions, India has brought 4.72 million ha under organic 
certification processes, including 0.6 million ha of cultivated agricultural land and 4.12 million ha for wild 
harvest collection in forests.  
 
Policy Recommendations 

 

§ A specific ‘organic agriculture policy’ should also be devised by the Ministry of Agriculture. With 
the policy in place a number of barriers to trade in organic products will be reduced. 

§ Support Farmer Groups because well-organized farmer groups are a key avenue to; (i) the 
adoption of improved planting material or seed; (ii) improved access to production credit and 
ICT-based market information services by smallholders. 

§ Research and development to support Organic Farming.  For example, R & D will provide 
evidence through that organic farming confers a lot of benefits to organic farmers tan 
conventional agriculture despite high initial costs. 

§ A need for policy shift towards value chain development as a pathway to agro-based 
industrialization that feeds on both conventional and organic agricultural raw materials to 
access international high value markets and penetrate global value chains 

§ Promotion of Organic Value Addition Activities through policy shift towards value chain 
development that is geared towards agro based industrialization that uses an array of 
conventional and organic produce as raw materials.  

§ Tackle Counterfeit Inputs Problem since it leads to reduced yields of organic produce and has an 
impact on farm incomes.  

§ Advocacy programmes to increase awareness of the importance of organic agriculture. 
§ Enhance capacity building of organic farmers.  
§ Promote the development and integration of organic markets.  
§ Help in developing domestic organic markets.  
§ Legalize contract farming
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Digitalization 

This chapter documents achievements and gaps with respect 
to digitalization process in Tanzania particularly with 
respect to macroeconomic framework. Section 4.1 presents 
policy framework; section 4. 2 discusses main achievements 
and gaps; section 4.3 discusses challenges in formulating 
digitalization polices; section 4.4 discusses the main lessons 
learned; while section 4.5 presents the main policy 
recommendations. 

 

Chapter 4. 
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4.1 Policy Framework  

Digitalization is an essential tool for developing 
nation’ s economic success. The government 
approved a nation Information and 
Communication Technology policy in the year 
2001. The implementation of the policy started 
with establishment of the National Information 
Technology Development Agency (NITDA).  

The government inaugurated a new National 
Broadband Plan Committee to drive the 
nation’s Broadband plan with the sole objective 
of boosting internet access. The National 
broadband is expected to increase broadband 
penetration to 70 percent by 2025.  
The birth of General System for Mobile (GSM) in 
Tanzania has led to significant transformation in 
telecommunication sector and consequently an 
increase in the number of telephone lines, 
subscribers and services providers.  
The country has adopted and been successful at 
implementing the following programs and 
policies aimed at innovation and technological 
development:  

1. EPOCA 2010 
2. E-Government Strategy 2013-2018 
3. E-Health Strategy 2013-2018 
4. Cybercrimes Act, 2015 
5. E-Transactions Act, 2015 
6. Personal Data Protection Act 
7. The National ICT Policy 2016 
8. National Cyber Security Strategy 

2017-2022  
These programs are aimed to boost 
development in the areas of information 
technology and e-governance whereby the 
government has been working to increase the 
scope of e-services and to enhance their quality 
by adopting digital technologies. To ensure 
efficient development of digitalization, the 
country has been developing its high-speed 

broadband communication infrastructure. The 
country has made remarkable progress in the 
above-mentioned fields.  
 

4.2 Achievements, Gaps and Best Practices 

Access to the internet  

In the past decade, Tanzania is among the six 
second tier (i.e. Ghana, Morocco, Senegal, 
Tunisia, Uganda and Tanzania) accounting for 
over 20 percent of the Africa’s total digital 
entrepreneurship activity. Moreover, Tanzania 
accounts for 29 percent of internet use on the 
continent. Internet users have increased from 
17 million people in 2015 to 25 million people in 
2019, accounting to 34% of the total population 
(TCRA data). In part, internet expansion has 
been driven by falling costs of mobile handsets. 
For example, in the financial year 2020/2021, 
the government has removed import duty on 
mobile handsets. 
 Mobile internet penetration has nearly 
quadrupled since 2010 to 18.5 % with more 
than 8 million new mobile internet subscribers 
added over the period. By 2018, there were 
around 11 million mobile internet subscribers in 
Tanzania. Of the 43% of Tanzanians that use the 
internet, the majority do so through their 
mobile devices.  
Though, Tanzania is reported to have fast and 
large internet penetration individual Internet 
penetration is relatively low at around 28.7 
percent and mostly in urban areas, although the 
target is to grow the country ’s Broadband 
penetration to 70 per cent by 2025. Tanzania 
ranks 112th out of 137 countries in The 
Economist Intelligence Unit's Technological 
Readiness Ranking for 2018. Tanzania’s 
Broadband penetration level is currently 31.5%.  
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Mobile and internet penetration increased 
rapidly in the decade to 2011, but as slowed 
since then. For much of the population, 
affordability remains a barrier to access.  
By the end of 2018, 3 and 4 networks covered 
around 61 and 28% of the Tanzanian population 
respectively. This remains considerably lower 
than 2 coverage at around 90 percent. Tanzania 
lags behind its peers in 3 and 4 network 
coverage (see Figure 4.1 below) whereby 
Rwanda Kenya and Uganda are ahead of her. 
This lack of access to the internet by many 
Tanzanians, may deprive many the opportunity 
to participate fully in the digital economy as 
well as online financial transactions and any 
other online services. Without access to the 
internet by many citizens digital economy 
targeted for economic development might not 
yield the expected result.  
 
 

 
 
 
The inefficient of the broadband plan may be 
affecting the country’s capacity to make 
reasonable progress in term of digital economy 
and diversification plan by the current 
government. In the span of five years, Tanzania 
continues to be ranked among countries with 
the lowest broadband penetration in the world. 
No country can succeed or thrive on digital 
economy without adequate broadband 
penetration properly put in place, that is why 

government must put adequate mechanism in 
place to make sure that the propose national 
broadband is achieved for effective digital 
resources to the underserved and unserved 
areas in the country. Without this, digital 
economy policy will remain a mirage. 
 Networked Readiness is a very important 
indices of a nation’s ability to implement 
digitalization and harness advantage of ICT. 
However, World Bank (2019) reveals that 
Tanzania dropped in Networked Readiness 
Index ranking to 110 from 109 in 2019. Though, 
United Nations E-Government Survey (2016) 
and the ITU (2017) survey, reveals that Tanzania 
is witnessing the fastest growing 
telecommunications market in the world, huge 
penetration of mobile phones, these devices 
are no doubt prerequisite towards realization of 
digital economy, but in isolation cannot create 
digital economy without other necessary 
facilities to harnessing their potentials in service 
delivery. 
 

ICT infrastructures  

 
Since the telecoms sector began liberalizing in 
the early 2000s, the government backed 
National ICT Broadband Backbone (NICTBB) 
now extend over 7,500 km in regions and 
districts across the country. Moreover, four 
majors providers (Vodacom, Airtel Tigo, Zantel) 
have spent billions of dollars on terrestrial fibre 
and 2G and 3G base stations. There is low 
rollout of 3G and as much as 50 percent of the 
network with the largest national footprint is 
still only 2G. Tanzania currently have 4G 
network in the major cities of the country, an 
essential infrastructure upon which digital 
economy so critically depend. 
Though Tanzania is poised for economic growth 
and development through digital economy, 
Tanzania's infrastructure is far from being 
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adequate for a fully digital economy. Some 
infrastructures that are essential for the smooth 
operation of the proposed digital economy 
remains low or totally absent.  
In addition, Tanzania ranked 165th out of 176 
countries, slipping from 139th in 2011 (ITU, 
2017) scored by the ITU’s ICT Development 
Index survey in the year 2017. These rankings 
place Tanzania as one of the lowest-ranking 
countries. Moreover, it has low penetration of 

computers, low internet penetration, and 
limited terrestrial networks.  
Although the situation on the ground is 
improving, internet connection in Tanzania 
remains relatively expensive, slow and/or not 
always readily available. For example, Dar es 
salaam is one of the most expensive internet 
bandwidths in Africa; both locally and 
internationally as shown in Table 4.1 and 4.2 
below.  

 

Table 4.1: International Internet Bandwidth by Country (Mbit/s) 2015 2019 

 2015 2016 2017 2018 2019 CAGR 

Kenya 177,347 280,114 460,069 670,931 930,576 39% 

Rwanda 9,820 16, 275 45,782 68,095 117,075 64% 

Tanzania 86,122 120,339 166,913 215,816 292,816 28% 

Uganda 36,689 40,925 89,495 186,327 224,627 44% 
Source: WB 

Table 4.2: Weighted Price for Internet Bandwidth, 2019 (Q2), $/Mbit/s per month 

Johannesburg  3 
Lagos 5 
Nairobi 5.25 
Accra 8.1 
Kampala 10 
Dar es salaam 15.5 
  
 

 

E-Services 

 
Though, most government institutions have 
statistics websites that host basic information 
and news about the ministries. Essential aspects 
like online services and transactions are not 
fully developed even though they are essential 
for effective transactions of digital economy. 
Most of the ministries lack intranets to make 
information sharing and inquiries efficient 
thereby reducing ICT infrastructure to share 

internet connection. In financial services, 
consumers can now pick from a widening array 
of mobile money offerings, including Vodacom, 
Airtel Tigo, Zantel which let users send cash and 
pay bills using their phones.  
 

Availability of local content 

 
In terms of local content and patents, Tanzania 
ranks 122 out of 137 countries surveyed by the 
Economist Intelligence Unit's Technological 
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Readiness Ranking in the year 2018, with zero 
value of local content and patents. The lack of 
local contents manifests also in the language in 
which web site content is delivered which can 
only be understood by a minority elite. Most 
language of digital technology or its content are 
still in foreign language. The absence of local 
content, may affect the digital economy policy 
and the expected outcomes. 
 In view of the absence of local content, 
indigenous content promotion is one of the 
important pillars identified to drive the digital 
economy in Tanzania. Effective local and 
indigenous technology is imperative for digital 
technology to thrive, local and indigenous 
technology is what is driving the Chinese 
economy. Therefore, diligent implementation 
and adoption of local content and indigenous 
technology policy is necessary for the 
realization of digital economy policy plan. 
 
 Digital divide  

The World Bank’s development report of 2019 
notes that digital dividends, which it describes 
as “broader development benefits from using 
these technologies” have not been evenly 
distributed in Tanzania. For digital technologies 
to benefit everyone everywhere requires 
closing the remaining digital divide, especially in 
internet access. The digital divide refers to the 
gap in usage and access to digital infrastructure 
and services between individuals, households, 
business or geographical areas, remains a 
challenge in Tanzania. There is gap in mobile 
phone usage in Tanzania, with probability of 
mobile phone ownership among males higher 
than that of females and only an approximately 
61 percent of Tanzanians use the Internet, thus 
creating a digital gap. 
Moreover, a main reason for inadequate 
Internet usage is the absence of coverage of 
rural people. For example, only 24 percent of 

the population are within reach of fiber 
transmission network (up to 10km). For Kenya 
and Uganda, the rates are 32 percent and 33 
percent respectively (See Table 4.3). For digital 
technologies to benefit everyone everywhere 
requires closing the remaining digital divide, 
especially in internet access.  
 
Table	4.3:	Population	Within	Reach	of	Fiber	

Transmission	Network	(%)	

	 Tanzania Kenya Uganda 

Up	to	10	km	 14 32 33 

Up	to	25	km	 15 45 40 

Up	to	50	km	 25 16 21 

Source: World Bank, 2020 
 
Divergences in inter-urban connectivity 
contribute to the concentration and 
centralization of growth poles that do not favor 
harmonious economic development. The 
measures show that major cities benefit from a 
better quality of service than secondary ones. 
This is the case of Tanzania, where cities like 
Dar es salaam, Mwanza, and Arusha enjoy 
better connectivity than others like Singida 
even if the population size is similar. 
Moreover, telecoms providers complain about 
multiple taxation by local, state and federal 
governments, and engagement with multiple 
regulators is cumbersome. For example, RoW 
charges and local taxes and levies can make up 
almost 34% of the cost of rolling out telecoms’ 
infrastructure.  
 

Human resources and digital skills  

 

Tanzania pays a great deal of attention to the 
preparation of such specialists, especially in the 
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engineering, IT and related fields. In a digital 
era, every Tanzanian need digital skills in order 
to meet global competitiveness. Attention must 
be given to digital literacy by assisting those 
without computer skills and necessary e-literacy 
acquire those skill.  
Generally, the quality of IT education remains 
low and the skillsets that graduates are 
equipped with are not applicable in the private 
sector. This mismatch between the demand and 
supply of the local skilled workforce could also 
be at least partly attributed to a lack of 
partnerships between universities, research 
centers and the private sector. As interviewees 
from SAUT pointed out, few universities enable 
their students to conduct internships within 
start-ups or SMEs.  
 

Research and Development (R& D) 

Tanzania has seen especially rapid growth in 
R&D whereby the R&D expenditure-to-GDP 
ratio and the share of researchers in total 
employment (R&D intensity) is 0.53 (World 
Bank, 2020). Tanzania, however, still has scope 
for growth—R&D intensity has more than 
doubled since 2000, but is still at relatively low 
levels. URT’s R&D intensity in the digital sector 
and associated patents have increased even 
faster whereby the country ranks the 36th in ICT 
Research and Development Index in 2020, 
which is 3 points up from the 33rd in 2019.  
 

Financial Inclusion 

Mobile money services have increased financial 
inclusion and access to banking services and 
Tanzania is a World leader in this market, with 

44 % of adult having access to banking through 
these services. 
One of the main sources of funds for the private 
sector in developing countries is bank 
borrowings. To implement innovative 
technologies, it is crucial for firms to have 
access to long-term and low-cost loans. This is 
especially crucial in rural areas, where financial 
services are not well spread as in the cities. 
Apart from affordable financing, it is important 
that individual and businesses have access to 
other affordable financial products and services, 
such as payments, savings, and insurance.  
To address these issues, the BOT together with 
the government launched two major state 
programs aimed at increasing financial literacy, 
and increasing non-cash transactions in the 
economy through the creation of incentives for 
increasing the number of ATM machines, POS-
terminals, etc., with the main focus on rural and 
remote areas. Finally, as already discussed 
above, the authorities should preserve 
macroeconomic stability and also implement 
programs, which will help bring interest rates 
on loans down making them more affordable 
for private sector development. 
As for financial inclusiveness, universal finance 
access is low in Tanzania, mainly due to the 
limited scale of the country’s financial sector. 
The preference of financial institutions for 
urban centers creates a rural/urban imbalance.  
the main barriers include: (i) high fees and low 
income, (ii) relatively high cost and time to 
travel to the nearest branch, especially in rural 
and remote areas, and (iii) overall low level of 
financial literacy of the population. 
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Box 4.1: Challenges of Taxing Digital Transactions in Tanzania 
 
Tax compliance is perceived to be behavioral induced toward government actions on provision of basic 
infrastructural amenities. Digitalization has a wide range of implications for taxation, impacting tax policy and tax 
administration at both the domestic and international level, offering new tools and introducing new challenges. As 
a result, the tax policy implications of digitalization have been at the center of the recent global debate over 
whether or not the international tax rules continue to be fit for purpose in an increasingly changing environment. 
Assessment of the tax laws and structure show that the applicable rules for corporate taxation in Tanzania do not 
effectively capture the realities of a modern economy in our world of fast-paced digital transactions. The absence 
of relevant provisions in the Tanzania tax laws covering taxation of digital activities is a major challenge that has 
results in loss of revenue to the government.  
 
According to TAPRI (2020), more than 50 percent of MSME traders use online forum to effect transactions which 
are not regulated and not subject to any tax payments. According to National Baseline Survey Report for MSMEs 
(2012), there are 3,000,000 MSMEs in Tanzania. On average, these earn a monthly profit of USD 230. If we use a 
minimum estimation that 30 percent of MSMEs transactions are done online and not subject to tax, this implies 
that income amounting to USD is not taxed (i.e. [3,000,000× 30%] × USD 230× 12 months] is USD 2,484,000,000 per 
annum. According to Mzomwe and Mutarubukwa (2015), on average a trader in the MSME sector pays an income 
tax rate of 6 percent per annum. Thus, the amount of tax not paid by MSEMEs alone due to digitization is estimated 
at USD 149 million per annum. 
 
 
 
 
 
 
 
 
 
 
 
Digitalization of the economy of Tanzania pave way for digital transactions to exist in the economy. If the economy 
of Tanzania continues this way, the country as a whole will not feel the impact of digitalization of the economy. This 
is why tax payers must be educated well in respect of digital transactions. 
Another problem is the use of electronic tax system in tax administration. There is a need for TRA to fully to 
automate their processes to provide the necessary synergy with the rest of the government system. The level of 
Tax Identification Number compliance is not encouraging. The benefit of this is that it would contribute positively to 
the rating of Tanzania on the ease of doing business index as investors would find it easy to fulfill their tax 
obligations through convenient and transparent electronic tax payment platforms. It would also assist tax 
authorities to easily share information on a taxpayer and build up a comprehensive tax history of a taxpayer and as 
well as capturing digital transactions into tax net. 
 

 

 

 

 

 

“One of the major challenges in taxing digital transactions that is that although the tax  laws 
are okay, but 99 percent of transactions in Tanzania are made in cash system. This is why 

huge amount of tax revenue is evaded. The only way to ensure digital transactions are 
captured for tax purposes, is to advocate for Bank of Tanzania to move from cash system to 
cashless system”. In the meantime ,we need to continue providing Tax payer education and 
encourage taxpayers to be patriotic. This includes incorporating tax payers education in the 

education system, from primary level to tertiary level”. TRA Officers 
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4.3 Challenges in Policy 

Framework/Implementation of Digital Policies 

Tanzania’s digital sector is growing; however, 
the government lacks coherent and clear 
digitalization strategies. URT has a functional e-
government platform scoring 13.77 out of 100 
points under the NRI’s Government Online 
Service Index.  As pointed out by all 
interviewees, TRA is not included in the 
planning or implementation of digitalization 
activities.  
As some of the government institutions are 
highly centralized or are going through a 
decentralization transition, digitalization efforts 
fall outside of sub-national governments’ 
competencies. 
Digitalization has not adequately integrated 
LGAs which serve the mass at the local level. 
Moreover, LGAs lack not only the prerogatives 
but also the budgets and capacities to 
participate in digitalization efforts. Indeed, 
many of them are not particularly digitalized 
themselves. Many representatives of LGAs have 
low digital literacy skills and suffer from a slow 
internet connection and outdated computer 
equipment.  
 Despite the recent government initiatives 
seeking to promote digitalization in the private 
sector, cumbersome administrative 
requirements, ‘high costs of doing business and 
rigid labour laws’ still contribute to hobbling 
FDIs’ development and innovation. On top of 
that, frequent changes in legislation contribute 
to an unfavorable business environment, 
inhibiting foreign investors’ ability to develop 
long-term strategies and effective digitalization 
plans.  
There is a lack of an adequate legislative 
framework protecting the rights of 
entrepreneurs and supporting their business 
development. Burdensome regulations, opaque 
and time-consuming procedures, red tape and 

high tax burdens hinder the capacity of SMEs to 
flourish, grow, access funding and digitalize.  
A sub-index of the NRI measuring the legal 
framework’s adaptability to digital business 
models confirms the observation of the 
stakeholders contacted that the governments 
are slow in adapting legislation for digitalization 
processes in the private sector. Tanzania was 
62nd, which suggests that the changes 
introduced are implemented without 
consultation with those to whom they will apply 
(i.e. entrepreneurs) and, as such, do not 
address their needs. 
The size of the shadow economy is an 
important factor inhibiting digitalization efforts. 
As pointed out by some interviewees, many 
SMEs do not wish to be formalized and prefer 
to remain in the informal sphere so that they do 
not have to pay taxes and deal with the state 
bureaucracy. As a consequence, they do not 
want to go online in any way in order to remain 
outside of the state’s supervision. Those SMEs 
that might wish to digitalize, oftentimes face 
difficulties accessing funds. 
International donors, including the EU, 
contribute to the development and 
digitalization of local SMEs, it is essential that 
foreign support is well structured to contribute 
to the long-term resilience of firms. There is a 
need to update the policy framework on SMEs 
so that SME digitalization becomes a clear 
priority for Tanzania. Updating the policy 
umbrella should address how cooperation 
between the government, SME and 
stakeholders through digital innovation hubs, 
initiatives and programmes. 
Another obstacle, hindering the effective and 
efficient legislative capacities of national and 
sub-national authorities alike is the lack of 
publicly available and reliable data on 
digitalization in Tanzania, but even with the 
existence of NBS, a national agency responsible 
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for data collection, the information available is 
oftentimes fragmented and outdated (and 
hardly ever disaggregated by gender). Without 
this data, the government is unable to properly 
assess the situation on the ground and plan and 
implement effective digitalization strategies.  
 

4.4 Lessons Learned 

Digital Divide 

While digitalization has clearly helped 
Tanzania’s economic diversification, its fruits 
are unevenly distributed. Large swathes of the 
population are struggling to access the benefits 
of digital technology in an affordable way, and 
national data on digital usage, when 
disaggregated by income levels and 
geographies, shows significant inequalities. 
Tanzania’s population is split roughly in half 
between those in cities and those in rural 
settings. Mobile coverage is much lower in the 
latter. Access and ownership of digital 
technologies also differ. A huge proportion of 
Tanzania’s population thus remains 
unconnected.  
There are logistical and commercial reasons 
why access to digital is more constrained in 
semi-urban and rural regions. Operational and 
capital costs are high. People are dispersed with 
sparsely populated villages located far apart. 
Consumers have lower disposable income and 
are more exposed to external shocks like failed 
harvests and droughts, making them a less 
lucrative customer base. The geographical 
terrain is difficult to build on, and lacks key 
auxiliary infrastructures like roads and 
electricity making maintenance difficult; a 
concern given low availability of skilled 
technicians and high levels of theft, destruction, 
and vandalism.  
 

 E-Commerce as a New Engine for SME Growth  

E-commerce can support growth. A survey 
conducted shows that participation in online 
commerce is associated with a more than 22 
percent increase in profit at the firm level in 
Tanzania. Innovation, human capital, and, to 
some extent, access to finance account for 
online firms’ better performance. In addition, 
the analysis finds that firms engaged in e-
commerce also export 50% more than non-e-
commerce firms.  
Analysis of field data shows that e-commerce 
has provided traders new business 
opportunities and access to larger markets, 
supporting investment. Evidence from field 
suggests that firms engaged in e-commerce 
activities tend to have a more educated labor 
force and better access to finance, and they 
innovate more than other firms. Possibly 
reflecting the above factors, e-commerce firms 
have higher sales, value added, stock of capital, 
and exports than. Analysis of labor productivity 
shows that firms with online activities (sales or 
purchases) seem to have sizably higher labor 
productivity—on average 50% higher than 
other firms.   
 

The Impact of COVID 19 on Business 

Digitalization 

The COVID-19 pandemic has forced much of the 
MSMEs business to operate online. While 
lockdowns imposed around the World have 
been temporary, they clearly showcased the 
advantages of and need for digitalization; and 
Tanzania has not been excluded. As underlined 
by the vast majority of the interviewees during 
field visits, the main positive impact of the 
pandemic has been its push towards digital 
solutions which increased demand for software 
and web page developing services. In targeted 
regions, 21% of the sampled MSMEs started 
created Instagram and Facebook pages after 
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the pandemic to keep their customers informed 
on particularly takeaway/delivery options. 
However, these are not adequate to maximize 
business productivity and profits. Improved 
digital tools are realty needed by MSMEs to 
sustain them. And this is only possible with 
government appropriate policies. 
95 % of businesses in Tanzania are MSMEs. The 
future is uncertain and tougher times are 
expected ahead of us, it thus important to 
improve digitalization of MSMEs to prepare of 
what is ahead and help them grow with digital 
mindsets. The main policy option involves 
creation of a system of e-wallets to facilitate 
online payments and encourage broader 
participation. To boost participation of MSMEs, 
the government could condition receipt of 
governmental relief to joining the scheme. 
Similar policy was implemented by the 
Jordanian government during the pandemic, 
and in one month of the implementation, 
139,644 new e-wallets were registered, and the 
value of transactions increased by JOD 45.2 
million. In addition to that, BOT can also use 
technology to allocate state subsidies, and thus 
sustain the productivity.  
 
Artificial Intelligence (AI) in a Digital Economy 

Advances in Information and Communications 
Technologies (ICTs) which have been taking 
place have brought tremendous new 
innovations and applications in the Information 
Age. The potential socio-economic benefits of 
these innovations and applications are great, 
and they can be harnessed fully to achieve the 
Tanzania Development Vision (TDV) 2025 and 
the Second Five Year Development Plan 
2016/2017 to 2020/2021 (FYDP II). 
 To achieve this, most of the people have to 
have a connection to the internet. There are 
several new companies that are starting to 
provide internet broadband through the 

constellation of satellites. This will revolutionize 
the internet broadband sector, the way mobile 
phone did to the telecommunication sector. 
With high speed internet available everywhere, 
everyone will be able to fully participate in the 
digital economy. Block chain technology allows 
records and information to be kept digitally, 
securely and in a distributed ledger format. 
Crop harvests can be digitally recorded on the 
Block chain and then sold locally and 
internationally. This will reduce transaction 
costs of food production and open up a global 
market for Tanzanian farmers. Agricultural 
supply chain will also be made more efficient, 
transparent, traceable and trustworthy. It will 
eliminate middlemen by using Block chain 
technology. With the agricultural data being 
available in a distributed format and shared 
with everyone, AI technology can be used to 
improve logistics by efficiently moving goods 
from one place to another. Logistics costs are 
very high in developing countries, and that can 
make it infeasible to move crops from one part 
of the country to another. High logistics costs 
eventually end up being passed to consumers; 
who pay high prices for commodities. Applying 
AI and Block chain technologies to food 
production will increase yields and reduce 
prices for consumers. 
Taxation of ICT and Mobile Sector 

Due to low level of tax revenue, the 
government sees the ICT sector as a source of 
tax revenue. Internet penetration, smartphone 
subscriptions, and online transactions increase. 
However, the government must ensure its 
approach to taxing ICT is consistent and 
transparent, and its need for public revenue is 
entirely legitimate. The question is whether it 
can increase revenue raising without deterring 
capital investment. In Africa, the main focus has 
been on taxation of internet and mobile money 
users. While this kind of taxation may be 
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attractive, it can result to decline in economic 
activities by reducing the number of active 

internet users. 
 

 

 
Box 4.2: Taxing a Mobile Sector: A short term Strategy for Revenue Maximization with 

Negative Long-term Effect (Source: GSMA (2015). 
 
Mobile is one of the most heavily taxed sectors in Tanzania, with operator’s subject to 10 different taxes, along with 
regulatory fees and charges. Through these various taxes, operators pay USD 540 million in taxes annually, 
contributing over 11% of total tax revenues in Tanzania. 
Consumers are subject to taxes on devices, subscription and usage. These taxes increase the total cost of mobile 
ownership for Tanzania consumers and create barriers to affordability. In addition to VAT, mobile services such as 
calls, SMS and data are subject to an additional airtime excise that has increased five times in the last five years, and 
now stands at 19%. SIM cards are subject to VAT, and the government introduced a monthly tax of TZS 1000 on 
active SIM cards. In addition to VAT, mobile money services are subject to an excise tax of 10% on money transfer 
fees. 
As a result, taxes account for about 35% of the costs of mobile ownership in Tanzania; this is the second highest level 
in Africa, and almost double the global average. These sector-specific taxes result in a tax burden on mobile that is 
higher than on many products and services that are recognized to create negative social and environmental impacts: 
the tax burden on tobacco products is 32%, on alcohol 27%, and on petrol 35%. 
In contrast, mobile services create positive network effects by facilitating communication and the flow of the 
information, increasing productivity throughout the economy. Through this high tax burden, the government risks 
signaling that it aims to discourage consumption of mobile services. 
Operators are also subject to a number of sector-specific taxes, in addition to corporate tax and a local service levy 
paid by all companies. Many of these taxes reduce incentives and resources for infrastructure investment; examples 
include the Universal Service Obligation of 0.3% of total revenues and the ending of the exemption for some 
operators from customs duties on network equipment. Operators are also subject to the Surtax on International 
Incoming Traffic (SIIT), which fixes international termination rates, with 48% going to the government.  
Mobile-specific taxes are inefficient and limit digital inclusion and economic growth in Tanzania. Taxes on mobile 
fail to align with many of the widely recognized principles of taxation outlined by organizations such as the 
International Monetary Fund. 
1. In general, taxation should be broad based: Mobile-specific taxes such as the airtime excise lead to inefficiently 
low consumption and investment in the mobile sector in Tanzania. 
2. Taxes should account for sector and product externalities: Mobile sector taxes in Tanzania fail to account for 
positive network effects and spillovers onto sectors such as agriculture, healthcare and education. 
3. The tax system should be simple, understandable and enforceable: Frequent increases to the level of the airtime 
excise and uncertainty over the possible reintroduction of the SIM tax deter investment. 
4. Incentives for competition and investment should be unaffected: Taxes on operators’ total revenues reduce 
incentives for investment in infrastructure and quality of service improvements 
5. Taxes should not be regressive: Taxes on mobile lead to a disproportionate burden on poorer Tanzanians and risk 
excluding them from the benefits of digital and financial inclusion. 
The following mobile-specific taxes are expected to have the most negative impact on the Tanzanian economy due 
to their failure to align with these principles: 
The excise tax fails to account for positive externalities created by the mobile sector, and increases barriers to 
affordability. This excludes many Tanzanians from the benefits of digital inclusion and reduces productivity and 
economic growth. This also risks damaging the government’s own tax revenues. The tax on mobile money could 
potentially reverse financial inclusion gains made in Tanzania if it makes carrying out basic transactions more 
expensive. This may also risk deterring innovation and investment in the development of other mobile services and 
applications. 
The reintroduction of the SIM card tax would increase barriers to mobile ownership and threaten digital inclusion by 
excluding consumers from mobile ownership, the government may lose the revenue that could be generated 
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through taxes paid on mobile usage and operator revenues. 
The Surtax on International Incoming Traffic increases the costs of trade for local and regional businesses, risks 
reducing remittances to local consumers and reduces Tanzania’s overall competitiveness. 
The important tax contribution that the mobile sector makes to Tanzanian government revenues and public 
services is recognized. Taxation on the mobile sector may deliver short-term benefits to the government, but this 
comes at the cost of long-run socio-economic development and growth and is ultimately counterproductive. By 
reducing taxes on the mobile sector, the Tanzanian government can not only increase digital and financial 
inclusion and economic growth, but also recover higher tax revenues through more efficient and broad-based 
taxation. By rebalancing mobile-specific taxes, the Tanzanian government can promote digital inclusion, economic 
growth and fiscal stability 
 

 

4.5 Recommendations  
 

§ widening digital infrastructure into semi-
urban rural regions, and making internet 
and mobile accessible to more citizens. To 
do both, the underlying infrastructure is the 
essential driver of success. New commercial 
models can play their part.  

 
§ Allowing the currency to devalue, in 

accordance with market forces, will 
reassure investors and unlock further 
expenditure on broadband and mobile 
networks. 

 
§ The government should increase e-

government and e-administration services 
and the digitalization of public 
administration, which would help to 
simplify and increase the transparency of 
administrative procedures and facilitate 
access for the populations residing in 
remote areas or having mobility problems.  

§ Create incentives for SMEs to digitalize, e.g. 
by moving their invoicing online. This could 
be done by virtue of the creation of tax 
incentives (lower tax rates for SMEs going 
digital) or offering grace periods for 
previously unregistered SMEs that choose 
to exit the grey economy and go digital. It is 
also important to ensure that e-services are 

easy to use and do not require the purchase 
of expensive equipment or software.  

§ Cooperation over digitalization should be 
extended beyond national and sub-national 
authorities and include other stakeholders 
such as civil society, private sector 
representatives, academia and international 
institutions. Particular attention should be 
given to the inclusion of representatives of 
lagging and underserved regions and the 
population sections particularly excluded 
from digitalization processes in order to 
battle digital divide.  

§ TRA and central government should 
cooperate with SME associations, 
innovation hubs and NGO which have 
successfully implemented or are currently 
implementing strategies in support of the 
digitalization of SMEs in their 
constituencies. One outcome of such 
cooperation could be, e.g. improved 
database of digital taxpayers. 

§ International donors (including the EU) 
should carefully tailor the assistance they 
provide to SMEs and national and sub-
national governments to country and 
region-specific needs, conducting due 
diligence in terms of what has already been 
done by others and promoting and 
providing training on the methodology of 
impact assessments of all actions. 
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§ While working with government on 
digitalization-related projects, development 
partners should promote the inclusion of 
LGAs, e.g. by virtue of conducting pilots on 
governorate or municipality levels in 
coordination with relevant sub-national 
authorities. All activities should be first 
consulted and agreed on with the LGAs in 
order to create a sense of local ownership 
and agency. As pointed out by the 
interviewees, LGAs are more likely to know 
better than the central governments what 
the needs of their constituencies are.  
 

§ The government should facilitate the 
process of creating or strengthening 
adequate social and regulatory protections 
for workers engaged in non-standard work 
practices based on digital technologies. This 
includes producing guides to registering and 
licensing small businesses such as micro-
entrepreneurs selling their home-made 
meals via online platforms or maintenance 
service providers advertising to clients on 
dedicated online platforms.  

§ The emergence of e-commerce platforms 
has helped SMEs in Tanzania to expand 
their customer base with no need for a 
storefront presence. Bolster patent 
protection and effective competition law, 
which are needed to protect and reward 
inventors and to avoid abuse of monopoly 
situations.  

§ Push for the digitalization of the banking 
sector and work towards a more 
widespread financial inclusion of the 
population, including the sectors residing 
outside urban areas.  

§ Intervene in the local educational system: 
update educational programmes or provide 
specific training on subjects like 
communication, critical thinking, customer 
service, STEM (Science, Technology, 
Engineering and Mathematics) and coding. 

§ Launch of a National Artificial Intelligence 
Strategy It is recommended that a National 
Artificial Intelligence Strategy (NAIS) be 
launched in Tanzania to strategies the 
country to move towards an industry 
economy and beyond as envisioned by TDV 
2025. NAIS should aim, amongst others, to 
achieve the following: • Objectives of TDV 
2025 and FYDP II; • Building an Information 
society, • Building smart cities and smart 
Tanzania; • Improvement of government 
performance at all levels; • Provision of 
high-quality standard of education and 
health for all; and • Creation of a new 
digital economy with high economic value. 

§ Improve connectivity and access to fast, 
reliable and affordable broadband in the 
country, including in rural areas and other 
regions and municipalities with a non-
existent or slow broadband connection. 
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Green Economy 

This is the fifth chapter of the report which documents the 
background information relating to the green economy. 
Section 5.1 discusses policy framework section 5.2 provides 
policy gaps; Section 5.3 provides lessons learned; while section 
5.4 outlines main recommendations. 

 

Chapter 5. 
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5.1. Background, Achievements and Policy 
Framework  
 
Over the past few decades, environmental 
protection has emerged from a point of 
obscurity to one of the important issues of our 
time. Both at the international and national 
planes, the dominant theme of the 
environmental protection movement is the 
achievement of sustainable development, a 
concept termed as green economy. 
The concept of green economy has emerged 
recently advocating for holistic and 
programmatic approach among 3 pillars of 
sustainable development- economy, social 
welfare and the environment. It is broadly 
considered by various sectors in the country as 
the economy that improves the human 
wellbeing and manages the environment 
sustainably, that ensures sustainable 
development and does not encourage 
environmental degradation, reduce 
greenhouse gas emission, integrates issues of 
social environment and economic aspects in 
the development process and takes into 
consideration the sustainability of future 
generation. 
Tanzania has no formal specific national policy 
or strategy on green economy. However, the 
country has a significant number of 
development framework and sectoral policies, 
plans and strategies which address many of 
the elements of green economy sustainably. 
These include: the National Environment Policy 
(NEP, 1997); the Environmental Management 
Act, 2004; mainstreaming the environment into 
the national strategies such  as the  Five Year 
Developing Plans (i.e. FYDP I, II and III),  the 
then national strategy for growth and reduction 
of poverty (MKUKUTA);  mainstreaming the 
environment into sectoral legislations policies 
and strategies; and ratifying various global and  

regional conventions of relevance to the  
environment and sustainable development. 
These include UN Convention to Combat 
Desertification; UN Framework Convention on 
Climate Change; and the Vienna Convention on 
the Protection of Oz one Layer and Montreal 
Protocol on Substances that Deplete the Ozone 
Layer. 
The National Environment Management 
Council Act, 1983 was the first law to 
demonstrate the government’s interest in 
development that takes the environment into 
consideration.  The Act created the National 
Environment Management Council (NEMC) in 
1983 for the purpose of ‘acting as an advisory 
body to the government on all matters relating 
to the environment. 
 Over the last few years, the government has 
introduced tighter environmental regulations, 
and begun to propose changes in the economic 
regime which would better prioritize 
environmental concerns. The Environmental 
Management Act was then revised in 2004 to 
tackle some of the linked environment-poverty 
problems and to introduce new policy measures 
ensuring appropriate environmental safeguards 
are in place and environmental protection is 
proactive enough to keep pace with intensifying 
economic development and growth. One of the 
vision objectives aspires to ensure that 
renewable resources will be used at a rate that 
is in balance with their regeneration capacity 
and that Tanzania’s wildlife will be managed for 
the sustainable benefit of the local 
communities, and in the interests of the 
environment as a whole. Also, the TDV 2025 
envisages that the country will take strong 
measures to limit pollution that results from 
industrialization.  
In addition to the government organizations, 
there are more than 100 non-governmental 
organizations (NGOs) and community-based 
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organizations (CBOs) which are involved in 
implementing programmes which relate to the 
environment and sustainable development. 
Academic institutions, the business community 
and professional associations are also involved 
in this task. 
Since 2012, the green economy has been 
presented as a framework for climate 
mitigation, driver for economic growth and tool 
for poverty alleviation. The overall goal is to 
function as a catalyst towards the achievement 
of sustainable development goals.  
Tanzania has made efforts in transit to such 
kind of economy. These include: (a) The 
Southern Agricultural Growth Corridor of 
Tanzania (SAGCOT) which aims to mobilize 3.5 
million USD in investments by 2030 to help 
Tanzania transition to a green economy.; and 
(b) efforts to reduce emissions from 
deforestations and degradation through several 
initiatives such as Reducing Emissions from 
Deforestation and forest Degradation (REDD). 
Key achievements made include: 
• Application of Integrated Pest Management 

(IPM) in agriculture particularly in cotton 
has resulted into 50% reduction in pesticide 
use and reduced environmental impacts  

• Increase in the use of renewable energy 
whereby there is a relative increase in the 
use of solar power for domestic purposes 
especially in rural areas as well as wind 
power especially in pumping ground water. 
To date, it is estimated that about 1.2 MWp 
of PV has been installed. 

• Countrywide for various power applications 
in and 30-40% of the total installed capacity 
is contributed by solar home systems. The 
Establishment of the Cleaner Production 

Centre of Tanzania (CPCT) to promote 
cleaner production technologies and 
techniques in industries. 

• More than 25 Dar es Salaam based 
industries have switched to natural gas 
instead of fuel oil.  

• Improvement of energy efficiency in 
existing manufacturing plants with potential 
savings ranging from 15-40%. 

• Adoption of ozone friendly technology 
whereby four industries producing 
polyurethane foams have switched to non-
ozone depleting substances.  

• Increased water supply and accessibility 
through use of various sources of water 
such as rain water harvesting, protected 
wells and boreholes. 

• Access to basic sanitation is high with 85% 
using pit latrine and 5% use ventilated 
Improved Pit (VIP) latrine.  

• Successful conservation of wildlife through 
protected areas and community 
involvement through WMAs. 

• Diversification of tourism including 
community-based tourism. 

• In 2019, Tanzania was top performing 
country in Africa in Green Growth Index 
score of 55.56 whereby she experienced a 
48% increase in scores for the Green 
Growth Index from 2005 to 2019. 

Addressing the 26th UN climate change 
conference of the Parties (COP 26) in Glasgow 
Scotland recently, the Tanzanian president 
Samia Suluhu Hassan expressed the country’s 
commitment to fight against climate change.  
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5.2  Main Gaps  

 
§ The National Environmental Act has 

constituted a milestone in national 
environmental policy, a major effort to 
systemize and improve the nature 
protection regime in the country, laying out 
the frameworks, mechanisms and 
aspirational targets. However, follow-up to 
the Environmental Act has been much 
slower and less ambitious. 

§ The government has not been able to meet 
the Five-Year Development Plan (FYDP II) 
environmental targets such as: (i) energy 
driven from renewable resources to be 50% 
or higher by 2021; (ii) natural forest cover 
to be 130,000 ha or larger by 2021; and (iii) 
charcoal consumption in urban areas to be 
60% or lower. For example, by 2019, 
Tanzania had the highest annual forest net 
loss area in East Africa and the 5th highest 
annual forest net loss in the World with the 
area loss of 372,000 ha/year, in addition to 
that, an estimated 85% of Tanzania’s energy 
needs are met through biomass use; and 
88% of households in Dar es salaam use 
charcoal. Apart from that: 
® Between 70% and 80% of the country’s 

deforestation is estimated to result 
from converting forest land to 
agricultural land caused by poor 
extension services. 

® 2/3 of the country’s dry lands are 
seriously degraded. 

® Tanzania has the second highest 
number of threatened species in Africa. 

® Tanzania’s renewable per capita 
freshwater resources have declined 
from more than 3,000 m3 in the nineties 
to around 1,600 m3 in 2014, which is 
less than 1,700 m3 per capita, the  

 
 
threshold below which a country is 
considered water stressed by the 
United Nations. 

® Water shortages are ongoing in Dar es 
Salaam as of Nov. 12, 2021, due to a 
decrease in water levels caused by 
drought. Dar es Salaam Water and 
Sewerage Authority (DAWASA) 
announced a decrease in water 
pressure by 12%; with daily rationing 
lasting for 12 hours depending on the 
area of the location. 

“Our pride, the Mount Kilimanjaro, is 
drastically becoming bald due to glacier 
melting. Our exotic and beautiful 
archipelago, Zanzibar, is struggling with 
temperature rises, saltwater intrusion and 
inundation, thus impacting its tourism 
ecology. What does all this mean to a poor 
country like Tanzania? It means 30% of our 
GDP that comes from agriculture, forestry 
and fisheries is not sustainable” Tanzania's 
President Samia Suluhu Hassan addressing 
COP26 UN Climate Summit in Glasgow on 
November 2, 202 

 
§ Currently evolving mechanisms include 

means for integration of environmental 
management systems into business models, 
and stronger health, safety and 
environment records for companies.  
However, such initiatives towards a green 
economy remain largely based on the 
aspirations of the ministry, as well as some 
forward-looking positioning in the foreign 
policy domain. They are not yet fully 
grounded in domestic economic and 
business policy.  

§ The Green Bridge Partnership was designed 
specifically to address technology transfer 
from developed to developing and 
transitional countries. The issues of 
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incentives, pricing, affordability, access and 
capacity to adapt and use ‘green’ 
technologies still stand and require a 
comprehensive policy response. This is 
because there are very few incentives to 
use often more expensive green 
technologies in the subsidized industries 
and public sector organizations that 
dominate the present-day economy. They 
need to be specifically promoted and 
integrated into subsidy reform and 
investment programmes. Access to the best 
and most effective green technologies on 
the world market is far from open.  

§ Tanzania faces cost prohibitive 
procurement of such technologies as a 
result of intellectual property regulations 
and trade barriers. 

§  Questions of labour skills, experience and 
capacity to shift to green production 
techniques and to advance green 
innovation become important, too. This will 
be critical if Tanzania is to transform its 
global positioning from being a mere source 
of raw materials and energy into an 
advanced, resource-efficient and 
environmentally-friendly economy.  

§ It should not be forgotten that green 
technology is not all about highly complex 
imported equipment and processes. Some 
‘technology’ already resides in the practices 
of local managers of natural resources. 
However, these are marginalized and not 
appropriately nurtured due to the 
prevailing policy and market pressures. 

§ The issue of inclusion might also be given 
more attention – how actors who have 
been failed by current economic policies, 
notably poor groups, might become part of 
greener economic activities. Since social 
capital and social limits are not a focus of 
green growth frameworks, they might 
themselves become constraints to greener 
development pathways if not tackled early 
on.  

§ The Extractive Industries Transparency 
Initiative (EITI) started off rather modestly 
in Tanzania in 2005, but managed to 

develop a rather vocal civil society network 
around it and incrementally improve 
accountability. There is some critique of 
EITI’s compartmentalization of issues, level 
of political buying, degree of civil society 
involvement and potential compromise, as 
well as uneven support from the 
government for the EITI agenda.  

§ Rules and policies on public procurement 
have incorporated elements of 
environmental screening, but the employed 
criteria will need to be strengthened, 
prioritized and better enforced, in order to 
have a tangible impact; there are inter-
sectoral and regulatory contradictions 
which the GE Strategy should address, 
removing gridlocks and avoiding over-
regulation. 

§ Another existing policy gap is inadequate 
involvement/incorporation/mainstreaming 
of small and medium enterprises (SMEs) in 
the green economy agenda. SMEs should 
integrate a green and innovative focus in 
their business model. Provided with well-
supported macroeconomic framework, 
SMEs have great potential to blossom in 
Tanzania, spurring innovation and creative 
PPP solutions.  

§ Civil society organizations are also playing 
an increasingly important role in raising 
public awareness of the environmental 
issues and problems which the country now 
faces.  Involvement of civil society groups as 
watchdogs in monitoring the green 
economy policy formulation and 
implementation has been a very challenging 
process, making slow progress due to 
donor-dependence and inadequate 
indigenously-driven funding streams. 

§ Tanzania is endowed with abundant, high 
quality renewable resources, much of which 
is untapped. Wind resource assessments 
indicate that areas such as Kititimo (Singida) 
and Makambako (Njombe) have adequate 
wind speed for grid-scale electricity 
generation. Small-scale off-grid wind 
turbines along the coastline and in the 
islands also hold great potential in Tanzania, 
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where areas of wind power potential cover 
more than 10% of the country. Despite that, 
renewable energy account for only about 

4.9% of generation capacity of which the 
major share derives from biomass. 

 

 

Box 5.1: The Renewable Energy Potential in Tanzania (Source: Garcia et al., 2017) 

 
 There are already signs of what could become a vibrant market for renewable energy if Tanzania’s vast potential is to be 
exploited. As highlighted in a project workshop by Mary SwaI (TaTEDO), TaTEDO is implementing the “Sustainable Energy 
Project for Improving Education, Health and Business Services” in off-grid areas of Tanga, Kilimanjaro, Arusha, Shinyanga, 
Simiyu and the Coast region. The main activities are “electrifying 28 social institutions and business enterprises with solar 
PV systems; installing 14 solar water heaters in appropriate institutions and business enterprises; constructing 28 improved 
woodfuel cook-stoves in schools and SMEs; strengthening existing revolving fund for scaling up sustainable energy services 
and providing core support for managing and implementation of the project”.  
These pilot projects are spreading socio-economic and environmental benefits to areas which suffered from inadequate 
quality social services. The introduction of solar PV systems in health centers have provided light for maternity wards, and 
power for microscopes and vaccine storage. In schools, classrooms, laboratories and computers are now powered by solar 
PVs. In individual households, businesses and hostels, the installations of solar water heaters are becoming popular for 
lighting, water heating and cellphone charging”.  
Tanzania’s energy stakeholders also pointed to the Rural Lighting Competition, a World Bank supported competitive grant 
program started in 2010 with Tanzania’s Rural Energy Agency (REA). The overall objective of the competition is to reward 
up to 20 projects that provide clean, affordable, sustainable and environmentally friendly energy services. So far, there 
have been three competitions, in 2010, 2012 and 2014. And the maximum award size for grant winners has been TZS 
232.170.000 per proposal ($US100.000 approx.). One of these projects was carried out by ARTI Energy, which wanted to 
demonstrate that solar energy powered lighting can be accessed by the low-income rural population. The project initially 
took place in Bagamoyo District of the PwanI region and was to include 4 District wholesalers. However, within 6 months of 
the project the number of wholesalers reached 14 in 2 Districts.  
Furthermore, there are companies such as Mobisol Tanzania, the Tanzanian subsidiary of the Germany-based solar service 
provider Mobisol. “The company started in Arusha in 2011 offering SHS solutions designed for households and small 
commercial use. In 2013 the company employed already 30 staff members and 500 customers in Tanzania. Today (July 
2016) Mobisol fully covers most of Tanzania, employs a team of about 400 professionals of which most are sales agents and 
local technicians and counts over 50.000 customers. The goal of Mobisol is to install 1 m systems in Tanzania by 2020”, 
explains T. Kasperidus, Chief Operating Officer at Mobisol. 
 

5.3 Lessons Learned  
 
§ The present-day economy is heavily based 

on the predominant industrial 
development, with disproportionately 
higher incentives in traditional economic 
sectors such as oil and gas. While this is a 
typical approach in resource-based 
economies, since the government has now 
decided to choose a greener path, that 
structure of incentives (direct and hidden) 
will need to change. Otherwise, 
environmental and social programmes 
embedded and integral to the green 
economy will continue to struggle.  

§ It is significant that the areas adjacent to 
the oil extracting regions in Tanzania have 
experienced very uneven development. 
Environmental impacts have been 
compounded by higher rates of poverty in 
those regions as well. Existing evidence 
suggests higher incidences of poverty, 
lower access to quality education and 
training, and fewer opportunities for the 
rural population (in comparison with urban) 
over the last decade. Yet, it is precisely the 
rural population adjacent to the extraction 
fields that is most vulnerable to the 
environmental and health impacts. They are 
difficult to resolve without a systematic 
approach correlating policy measures in 
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land reform, subsidies, environmental 
protection and social services provision. 

§  The level of public awareness regarding 
green economy transition is very low in 
Tanzania. More challenging, Green 
economy represents a more challenging 
concept to explain to a wider public. There 
are typically three challenges:  awareness of 
negative issues (the problems of brown 
economy), which is often quite good, 
except for the economic consequences of 
brown economy; awareness of positive 
issues (the green economy potential) which 
is often restricted to a few high-profile 
projects and their financial implications; 
and awareness of the governance, policy 
and institutional conditions required – 
which is inadequate in Tanzania as in most 
countries. Informative and popular media 
campaigns, and accessible policy 
information on recent regulatory and 
legislative developments, can generate 
interest and support, but only if they cite 
current ‘hot’ environmental problems.  

§ The GE Concept does not fully cover 
government expenditure reform and does 
not outline a path for restructuring of 
subsidies in key economic sectors. One 
desirable approach would be the re-
investment of government revenues from 
environmental payments by companies (for 
environmental degradation, pollution, lack 
of compliance) towards activities to 
improve efficiency and sustainable use of 
assets and environmental programmes. 
Another would be environmental screening 
in public procurement processes.  

§ Environmental and social regulations in the 
oil and gas sector have to be sound and 
anticipate potential for further ‘greening’ of 
the industry. While policy initiatives in these 
sectors will be important entry points for 
GE initiative, engaging business and 
industry is fundamental to making the 
transition to a green economy. These are 
typically long-term investments that reflect 
socioeconomic trends and affect 
sustainable production and consumption 
patterns. 

 

Box 5.2: Macroeconomic Framework for Green Economy: Lessons from Vietnam 
 
 
The macroeconomic framework for the green economy in Vietnam uses the following main instruments: 
 
o Green financial instruments and products are used to mobilize funding to implement the GGS toward 

sustainable development in Vietnam. In general, there are two key challenges regarding green finance in 
Viet Nam. First, there is a very small Environmental P r o t e c t i o n  Fund (approximately 5 0  million USD) 
while 30.7 billion USD will be needed to finance the  GGS.  Second, environment, g r e e n  growth and 
climate change funding is too scattered and not always in line with international and environmental  
standards.  To address t h e s e  p r o b l e m s    the g r e e n  f i n a n c i a l    policy f r a m e w o r k    is b e i n g  
d e v e l o p e d    based  on  the combination of fiscal policy and refinancing, credit and financial policies 
across the entire finance and banking sector. There is also a need for large national green funds for 
environmental protection and climate change. 

o The C e n t r a l  B a n k  o f  V ietnam h a s  d r a f t e d  a  pi lot  g r e e n  c r e d i t  p r o g r a m m e    for SMEs  
t o t a l i n g  approximately 1 0 0   million  USD.  The three biggest state commercial b a n k s  of Vietnam and 
one private commercial bank are participating in the pilot programme, which comprises so far 26 projects 
across areas such as renewable energy, waste management and organic agriculture. In the programme 
SMEs have a 1-3% lower interest rate than the market interest rates and participating banks receive 
refinancing f rom the Central Bank of Vietnam at interest rates  1%  lower  than  usual.  Other green credit 
programmes for example large-scale projects are under development. 

 
Apart from that, other strategies are that were applied by Vietnam include the following: 
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ü Strengthening advisory capacity on green growth issues (policy simulation, environmental impact 

analyses and stakeholder dialogues) 
ü Coordination o f  the National Green Growth Strategy (development o f  related legal and administrative 

instruments  and, at the provincial level, training for civil servants and the formulation of green growth 
action plans) 

ü Capacity development support to the Ministry of Finance (MoF): (part of the EU’s ‘Public Financial 
Modernization Project’ providing technical assistance to the MoF to improve transparency, accountability 
and efficiency in public financial management) 

ü Green fiscal policy reform (analysis of budget process from a green-growth perspective, the adjustment 
of fiscal instruments and incentives for green investments, the levying of taxes to   discourage   
environmentally    irresponsible   behavior,   and   the   introduction   of   green standards for public 
spending) 

ü Green   financial   sector   reform  ( various   training   measures    and   support   for   the development 
of innovative green investment instruments, green banking and green capital markets) 

ü Human   capacity   development  (training   measures   in V i e t n a m  a n d  a b r o a d ; ‘Young Fellows 
Programme’ on the green economy; an e-learning course for experts). 

 

 

 

5.4 Recommendations  
 

§ Environmental taxes can increase 
efficiency in environmental 
management and use of natural 
resources. Thus, forest fiscal reform 
provided revenue to support 
enforcement and implementation of 
measures to promote sustainable forest 
management, but accompanying 
measures are needed to ensure that a 
share of the revenues actually reaches 
local communities. 

§  Subsidies and other incentives will 
need a thorough review. Building on 
earlier OECD studies, examination of 
direct and hidden subsidies and tariffs 
in oil and gas, mining and agriculture 
should inform re-structuring and 
reform. Tariffs and subsidies should be 
restructured so that the economic 
signals are right for green growth, 
addressing social impacts as well as 
environmental, and integrating 
necessary social protection mechanisms 
and green re-investment. 

§ Integrating Extractive Industries 
Transparency Initiative (EITI) 
approaches into a wider range of 
economic activity  

§ Formulation of Councils for Sustainable 
Development (CSD) to enforce at least a 
few key measures to ensure the policy 
breakthroughs necessary to ‘green’ the 
Tanzania development path. They can 
provide a critical means for reconciling 
priorities at local to national (and 
global) levels, facilitating the translation 
of global commitments into national 
and local initiatives and SD priorities 
into concrete policies and actions.  

§  Promotion of “green” products is also 
important. The schemes need to be 
backed with a strategy to boost 
demand for certified products while 
retaining the appropriate degree of 
rigor in the standards and assessments. 
The schemes need to ensure that 
smallholders can access and benefit 
from certification, and the certification 
is supportive of the potentials of the 
informal economy without requiring its 
formalization.  
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§ Subsidy reform towards greening 
development. Subsidies in the form of 
financial transfers, preferential tax 
treatment, and provision of services by 
government, aim to assist poor 
households to reduce prices for end 
users, to buffer shocks from global price 
spikes, or to promote development of 
certain productive sectors.  

§ Payments for Ecosystem Services (PES) 
are schemes that give cash and/or in-
kind payments to farmers and other 
land managers as an incentive to 
conserve and enhance ecosystem 
services. Experience from China 
confirms the importance of enabling 
policies, such as land use planning and 
agricultural extension, in the success of 
PES schemes. 

§ Opening the generation sector to IPPs 
can also favor green and decentralized 
private sector-led solutions to energy 
access, since connecting isolated rural 
communities to the grid is often costlier 
than off-grid investments. 

§  Financial sector regulation also has a 
strong influence on the extent to which 
large investment projects can access 
private funding. In general, it is difficult 
for renewable energy projects to obtain 
private finance, given the perceived 
risky nature of the investment. 

§ Academic partnership and cross border 
higher education exchange programs 
can also facilitate technology transfer 
and lead to spillovers in local innovation 
systems. 

  
Box 5.3: Digitalization and green economy in Kenya and Uganda 
Kenya and Uganda use robots and drones to collect data on regional servers. These data are ten used to improve 
efficiency and provide access to information across several industries. They work across the agriculture and agro 
processing sectors and monitor forest coverage. Kenya is also a hotspot for agricultural apps and the use of digital 
technologies to support agricultural activities. For instance, precision Agriculture for Development (PAD), a global 
NGO, is focused on integrating greater precision into digital smallholder advisory extensions with the support of 
remote sensing data, other data such as weather patterns ad soil types, behavioral science techniques (for solution 
design and testing) and rigorous evaluation (i.e. randomized control trials (RCTs) of resulting advisory outcomes). 
Satellite imagery analytics are the cornerstone of PAD’s precision advisory solutions in Africa. The information is 
frequently transmitted to farmers through SMS, thereby allowing for greater penetration. 
In Uganda, the ministry of agriculture and ICT supported E-voucher and Akello Banker apps provide packages of 
inputs (fertilizers, chemicals and seed) to farmers. E-voucher uses a subsidy system at partially covers the cost of 
inputs for the growing season. Akello Banker provides discounts to farmers via its dashboard if farmers purchase 
inputs from its partners, while also letting working capital loans to do so. 

 
More effective enforcement of 
legislation, in part as a driver of green 
investment because weak enforcement 
reduces long-term investor and market 
confidence and gives little incentive for 
most businesses to improve  

§ Undertaking adequate advocacy 
programmes for mindset change of the 
public, investors, and decision makers 
in order to frame green growth as a 
social goal narrowing choices towards 
greener approaches, and tailoring 
information to match with stakeholder 
incentives and approaches to learning.  

§  Increasing the use of Public Private 
Partnerships to adopt best available 
technologies and meet standards, 
enabling technology access through 
reducing trade barriers where 
necessary, providing finance or that 
share risk and cover upfront costs, and 
improving accountability, widening 
reporting requirements. 

§ To provide the necessary investment 
security and a midterm commitment of 
the government, stakeholders suggest 
developing a dedicated RE law. Key 
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policy elements which this law should 
incorporate are: ■ a reasonable target 
which is in line with international pacts 
such as the Paris Agreement, the 
Climate Vulnerable Forum Declaration 
and the Sustainable Development Goals 
(SDGs), ■ building on the potential of all 
renewable energy technologies, ■ 
ensure a purchase obligation, ■ 
guarantee access to the grid for all, ■ 
grid priority for renewable energy ■ 
empower new business models and 
stakeholders to enter the market and ■ 
build on efficiency principles ■ favor 
a more territorialized and decentralized 
approach to energy policies ■ develop 

simple and efficient administrative 
procedures It was proposed to design 
this process in a participatory way, 
calling concerned sectors to feed in 
a draft. 

§ Introducing Public Environmental 
Expenditure Review (PEER) which 
involves an examination of government 
resource allocations within and among 
sectors, and/or at national and sub-
national levels, and assesses the 
efficiency and effectiveness of those 
allocations in the context of 
environmental priorities. The data and 
insights it yield can be valuable for 
designing policy reforms, government 
budgets, and investment projects.  
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Regional Integration 

Chapter six assesses regional integration issues at macro 
level with respect to EAC  and SADC. Section 6.1 summarizes 
the main policy and institution framework; section 6.2 
assesses the main achievements and gaps in macroeconomic 
convergence; section 6.3 discusses lessons learned; while 
section 6.4 outlines the required policy recommendations. 
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6.1 Institutional Framework 

Regional integration in Tanzania has developed 
over a number of years whereby Tanzania is a 
member to two main integrations; the East 
African Community (EAC) and the Southern 
African Development Cooperation (SADC). 
At the political level, the government is 
supportive of EAC/SADC initiatives. The ministry 
of foreign affairs and East Africa Community is a 
key player in fostering implementation of the 
regional cooperation agreements. The 
government links these groupings with other 
institutions is through the Ministry of Foreign 
Affairs and acts as a National Committee. 
Nonetheless, the lead role on technical matters 
rests with responsible ministries such as the  

 
 
 
Ministry of Finance and Planning and the 
ministry of Industry and Trade. The President’s 
Office, Planning and Privatization (POPP) 
division also plays an important role in 
facilitating implementation of regional 
arrangements. These are coordinated within 
the External Sector Division of the Department 
of external trade. The main institutions for 
facilitating macroeconomic convergence are the 
Ministry of Finance and Planning (MoFP) and 
Bank of Tanzania (BOT). These institutions have 
undergone important reforms, including 
recruitment of skilled manpower supported by 
adequate digital infrastructure. 

 

 

Box 6.1: Institutional Framework for Regional Integration: Best Practice from Uganda 
Seven years after the EAC treaty coming into force, government established a Ministry for the East African 
Community Affairs (MEACA) in 2007, responsible for coordinating the affairs of the government of Uganda in line 
with Article 8 (3) of Treaty. This was in a way upgrading a department of EAC Affairs that was formerly housed in 
the Ministry of Foreign Affairs until 2006. One of the mandates of the MEACA is to ensure mainstreaming of EAC 
issues in the National Development and Sectoral Plans (NDPs, SDPs) and budgets. The main mission of the ministry 
at its inception was “to ensure that Uganda benefit from the East African Community integration”. The key 
achievements of integration in Uganda can be summarized to include: the development of elaborate 5-Year 
Strategic Plans for the EAC; the development of medium-term communication strategies; and comprehensive pillar 
focused implementation Plans; the establishment of functional structures and organs including the linkages 
between them; among others. In 2015 government of Uganda developed a policy to guide integration of the East 
African Community Agenda into the Country’s development plans, policies, programmes and projects in order to 
pave way for the smooth realization of integration benefits.  
 
6.2 Macroeconomic Convergence Framework  
Achievements 

Given its vulnerability to large shocks, EAC 
countries have recognized the importance of 
real and nominal convergence as essential 
perquisites for moving toward a single  
currency. In 2007, EAC states adopted a 
comprehensive set of macroeconomic targets, 

defining objectives for inflation, reserve 
accumulation, exchange rates, growth, current 
account balances, national savings, bank 
supervision, as well as fiscal objectives such as 
debt and deficits. 

Similarly, in order to facilitate the integration, 
SADC has adopted a Regional Indicative 
Strategic Development Plan (RISDP), which 
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seeks to provide strategic direction in the 
design and formulation of SADC programmes, 
projects and activities. The Plan sets out clear 
guidelines on SADC’s approved social and 
economic policies and priorities. It also provides 
Member States with a coherent and 
comprehensive agenda for social and economic 
policies. Ensuring sound macroeconomic 
management, SADC has set convergence 

targets for these indicators and maintains that 
adopting the macroeconomic policy 
frameworks needed to achieve such targets is 
crucial for the economies of Southern Africa to 
be able to integrate into a fully-fledged 
economic union smoothly, while successfully 
achieving the Sustainable Development Goals. 
These are reflected in Table 6.1 below. 

 

Table 6.1: Macroeconomic Convergence Indicators and Performance for Tanzania 2015-2020 
Aggregate EAC 

Benchmarks 
SADC 
Benchmarks 

2015 2016 2017 2018 2019 2020 

GDP Growth >7% 7%       
Inflation <5% 3% 5.6 5.2 5.3 3.5 3.4 3.6 
Interest Rate Single Digit   15.3 15.6 17.9 17.4 16.28 15.72 
Current Account Sustainable 

Level 
  -3,888.2 -1,735.8 -1,645.3 -1,897.8 -774.9 

Current Account as 
%ntage of GDP 

3%  9.5 5.5 4 3.3 2.1 1.4 

Gross National 
Savings 

>20%  26.2 29.5 32.1 32 33.7 34.1 

Reserve Import 
Cover 

4-months 6-months 4.9 5.9 7.5 6.3 6.5 5.6 

Per Capita Income >$ 3,000  947.9 966.5 1,004.9 1,042.8 1,085.9 1,076.5 
Budget Deficit <6% 1%  2.08 1.16 1.93 1.72 1.4 
External Debt as 
%ntage of GDP 

 60% 32.5 32.9 34.3 31.9 31  

Central Bank Credit 
to Government 

5%  5.64 5.29 5.67     

Domestic Savings 
Rates 

35% 25% 26.2 29.5 32.1 32 33.7 34.1 

Raising Domestic 
Investment as 
%ntage of GDP 

30% of GDP 40% of GDP   26.1  30.7  

 

As noted above, Tanzania has been generally 
successful in achieving the macroeconomic 
convergence targets for deepening integration.  
The country has already pursued a sound 
monetary policy that has kept inflation at low 
and stable rates. The country’s inflation target 
has been set at 3-4% in the past five years.  This 
target, which is less than the EAC targets and 
has met SADC targets over most of the period. 

According to (2019), Tanzania has maintained 
the EAC’s best inflation differential. 
The country has also maintained a sound fiscal 
policy stance geared towards having low budget 
deficits and low debt to GDP ratio as shown in 
Table above. The country has maintained a 
strong balance of payments with the level of 
international reserves well above the 4 months 
imports cover target. The current account 

Source: Compiled by researchers 
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deficit has never been greater than the 9% of 
GDP target limit. The country’s external debt as 
a percentage of GDP has been declining over 
time. Tanzania has also been able to achieve 
the 25% of GDP target for saving, with a current 
savings ratio of about 34%.  
Although has had an average performance in 
regional integration in general as revealed by 
Africa Regional Integration Index Report (2019), 

Tanzania is among the top three best 
performers in macroeconomic convergence for 
both EAC/and SADC integrations (See tables 6.2 
and 6.3 below).  She ranks number 2 in the 
macroeconomic convergence in the SADC 
region headed by only Mauritius. In the EAC 
integration, Tanzania was the second with an 
average convergence rate of 0.833 for 
macroeconomic indicators

 

 

Table 6.3:  Scores and Rankings for EAC Integration and Macroeconomic Convergence 
 Regional 

Integration 
Ranking Macroeconomic 

Convergence 
Ranking 

Kenya 0.792 1 0.814 4 
Uganda 0.717 2 0.495 5 
Rwanda 0.685 3 0.991 1 
United Republic of Tanzania 0.513 4 0.833 2 
Burundi 0.380 5 0.827 3 
South Sudan 0.134 6 0.000 6 

 

The two main areas where the EAC and SADC 
targets have not been met are domestic 
investment, with an investment ratio of 30% of 

GDP instead of the 40% needed to achieve the 
8% per annum growth required in order to 
achieve the TDV 2025 goal for per capita 

Table 6.2: Scores and Rankings for SADC Integration and Macroeconomic Convergence 
 Regional 

Integration 
Ranking Macroeconomic 

Convergence 
Ranking 

South Africa 0.667 1 0.630 4 
Mozambique 0.422 2 0.656 3 
Zimbabwe 0.395 3 0.414 7 
Mauritius 0.372 4 0.720 1 
Seychelles 0.352 5 0.327 11 
Namibia 0.342 6 0.365 10 
Comoros 0.338 7 0.527 5 
Zambia 0.328 8 0.226 14 
Botswana 0.326 9 0.387 8 
Lesotho 0.303 10 0.323 12 
Malawi 0.299 11 0.365 9 
United Republic of Tanzania 0.293 12 0.701 2 
Madagascar 0.286 13 0.496 6 
Eswatini  0.253 14 0.302 13 
Angola 0.226 15 0.093 16 
Democratic Republic of Congo 0.188 16 0.223 15 
Average 0.337  0.422  
Standard Deviation 0.103  0.178  

Source: Africa Regional Integration Index Report (2019) 

Source: Africa Regional Integration Index Report (2019) 
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income. Moreover, in the 2015-2020 period, 
Tanzania was able to achieve an average annual 
rate of growth of GDP in excess of the 
EAC/SADC targets. However, due to mostly the 
impact of COVID-19 pandemic, last year saw a 
slowdown in the average growth rate, with 
current expectations indicating a growth of only 
4%-5% for the coming years. This is not only 
below the EAC and SADC target, it is also far 
below TDV 2025 target, implying that the 
country is unlikely to achieve the Vision 
objectives for per capita incomes and full 
employment.  
Moreover, lower growth rates have implications 
for the attainment and sustainability of the 
other EAC and SADC macroeconomic 
convergence targets that Tanzania has achieved 
so far. If growth does not recover, Tanzania may 
face difficulties in sustaining the record it has 
on the convergence targets. 
 

Main Gaps 

§ Most of the macroeconomic convergence 
activities are scattered amongst the 
different institutions leading to 
coordination problems. There are also 
major problems in terms of the inadequate 
capacity to monitor and evaluate impacts of 
new policies timeously, which sometimes 
leaves room for programmes and policies to 
go on for a while without necessary 
corrections and adjustments being made. 
This is also related to the common 
implementation capacity problem that the 
country faces.  

§ Implementation of other macroeconomic 
convergence targets appears to show little 
progress. In particular, interconnection of 
payments and clearing system, finalization 
of the legal and regulatory framework for 

dual and cross listing in the regional stock 
exchange, and liberalization of current 
account transactions between member 
states. Progress in these areas appears to 
be constrained by the need to synchronize 
requirements of the various groupings 
where Tanzania is a member. 

 

§ Weak capacity for generating data to 
monitor implementation of the 
convergence programme. For example, 
each member state is expected to develop a 
National convergence programme to map 
out the likely convergence path. However, 
capacity   to design and implement 
convergence programme is weak, 
particularly due to many policy tradeoffs 
associated with various regional groupings 
and individual country agreements. 

§ Weak capacity for advocacy and public 
relations on issues related to regional 
macroeconomic integration. This is 
essential in order to mobilize national 
consensus on issues of regional importance. 
Thus, resolutions and impediments to 
programme implementation cannot be 
resolved timely unless the capacity for 
advocacy is improved. 

§ There is inadequate permanent mechanism 
for coordination between ministries with 
regard to regional integrations. These 
implementation constraints are not only 
within ministries and government 
institutions, but also efforts to involve the 
private sector in decision making processes. 
Building capacity for co-ordination and 
supervision is essential for implementing 
the macroeconomic convergence 
programme. 
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Box 6.2: Is East Africa ready for Fiscal Integration? Lessons from the European Union (EU) 
 
In the second half of the 1990s the EU member states were confronted with increasing international tax competition, which was 
further enhanced by internal competition resulting from the enlargement of the EU. In the large member states, and especially 
in Germany and France, political fears were expressed that such competition could jeopardize the internal budgetary structures. 
A code of conduct was set out in the 1998. In 2000, 2001 and 2004 progress reports were published by the OECD’s Forum on 
Harmful Tax Practices. This strategy has found wide support within the G8 and G20 in 200431 and also in many later statements. 
In 2005 the EU Commission adopted a Communication on Preventing and Combating Financial and Corporate Malpractice and 
proposed a strategy for coordinated action in the financial services, company law, accounting, tax, supervision and enforcement 
areas, to reduce the risk of financial malpractice. As for taxation the commission suggests more transparency and information 
exchange in the company tax area so that complex corporate structures can be better controlled. In addition, coherent EU 
policies concerning offshore financial centers should be assured, to encourage these jurisdictions as well to move towards 
transparency and effective exchange of information. Beside the three progress reports mentioned above, together with 
cooperative tax havens the Forum has produced a "Model Tax Agreement on Exchange of Information in Tax Matters". Similarly, 
the action plan issued by the G20 following its meeting in November 2008 recognized the importance of the OECD work in this 
area and urged that failures to implement the standards should be “vigorously addressed”. Due to the financial crisis in 2008/9 
the finance ministers of the EU intensified their efforts, and on 29 April 2009 they initiated a “Communication from the 
Commission to the Council, the European Parliament and the European Economic and Social Committee” with the title 
“Promoting Good Governance in Tax Matters”. These discussions, intensified after the 2008 scandals, have motivated many of 
the uncooperative states to surrender. However, tax advantages are very closely linked to government aid and subsidization. 
Therefore, in 1998 the EU also implemented a commitment in the code of conduct on business taxation (cf. paragraph J of the 
Code45). The commission published guidelines on the application of the state aid rules to measures relating to direct business 
taxation. Any aid granted by a member state or through state resources in any form whatsoever, which distorts or threatens to 
distort competition by favoring certain undertakings or the production of certain goods shall, in so far as it affects trade between 
member states, be incompatible with the common market. Additionally, any kind of tax relief can constitute state aid. Therefore, 
the relations between any tax benefits and aid have to be taken into consideration. 
 
 
 
 
 
 
 
 
For East Africa, fiscal policy raises a number of unique challenges which must be addressed by partner states: 
 
ü Uncoordinated national fiscal policies can conflict with the objectives of price stability. Fiscal policies, pursued with only 

national objectives in mind, can create a negative externality on other members states.   The central   bank   could   
counteract these unilateral actions by tightening monetary policy for the monetary union as a whole.   This could   tighten 
monetary conditions in other member states, leading to   lower   investment and   output and higher unemployment.  

ü A related issue   is opportunities for fiscal “free riding.”  For various reasons, a member state may pursue policies   leading to 
large budget deficits and   an unsustainable issuance of public   debt. This flow of new debt could raise interest rates for the 
community as a whole, leading to detrimental consequences for region’s investment and growth. 

ü In practical terms, fiscal policy coordination is achieved through the adoption of numerical fiscal targets and a regional 
institutional infrastructure that oversees compliance toward achieving these goals. Fiscal targets should provide dependable 
indicators of the stability and sustainability of public finances as well as resilience to economic shocks.  Normally, these 
targets comprise a stock objective that measures public sector indebtedness and a flow objective that assesses the state of 
current fiscal policies. 

ü Generally, a certain coordination and harmonization within the EAC is necessary and badly missing. But the coordination 

“In order to achieve fully integration, macroeconomic convergence is crucial for the East African 
States. To fully benefit, the  EAC should consider fiscal integration to meet the  conditions for an  
optimal monetary union.  In principle, these countries should have a broadly similar  economic 
structure and similar economic visions. In the  event of  economic  shocks, participating countries 
are affected in broadly similar ways and  therefore a single harmonized policy response is 
appropriate” A Policy Officer, Ministry Foreign Affairs  
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problem is a very uneasy one, because the EAC Partner States do have several obligations in other economic communities of 
the region, which might create conflicts within the multiple membership interest. 

6.3 Lessons learned 
§ While Tanzania has been mainly on the 

right track in terms of achieving the SADC 
macroeconomic convergence targets, the 
positive progress made in maintaining a 
sound budget, low debt, high GDP and per 
capita growth as well as in achieving 
progress on human development indicators 
has depended mainly on the performance 
of few sectors particularly the mining 
sector. As such, Tanzania’s macroeconomic 
convergence programme is quite sensitive 
since changes in many of the other 
variables are highly aligned to the mining 
sector’s performance.  Diversification is 
highly recommended. 

§ Although there are areas where Tanzania is 
making some progress, it is not yet within 
the SADC/EAC macroeconomic convergence 
targets. Before ran budget, deficits are still 
nearly 5% short of target. External debt is 
still about 40% higher than targets. Current 
account deficits, without including external 
transfers are approaching convergence 
targets and should be within the required 
threshold by 2025-2030. Domestic 
investments are still nearly half of SADC 
convergence targets. Real economic growth 
is gathering momentum and should be 
within EAC/ SADC convergence threshold by 
2025. 

§ Given the commitment to deepening 
EAC/SADC integration through 
macroeconomic policies aimed at achieving 
certain agreed macroeconomic 
convergence targets, it is important that 
policy makers in Tanzania assess the effects 
that the integration will have on the social 
wellbeing of its people, both in the short 
term and long term. The government and  

 
 
other development partners need to 
conduct  

§ research on the implications of the various 
integration initiatives they are pursuing and 
balance them in accordance with economic 
priorities. For example, Tanzania is a 
member of SADC, EAC and various trade 
agreements. The objectives of regional 
integration in the various agreements 
overlap and, as such, it is imperative that 
research be carried out on the possible 
benefits and the impact of the agreements 
on the country’s long-term trade aspects 
and developmental aspirations. Such 
research will also identify which issues 
should be aligned and pursued within a 
certain agreement, and more importantly, 
where the benefits are higher. Such 
research and information would help to 
ensure that countries reap the benefits of 
integration and are also guided by what 
they stand to benefit in any agreement.  

§ While Tanzania is making efforts at the 
national level to diversify the economy, it 
still remains critical for the industrial sector 
to develop to a level where the industries 
can effectively play a role in expanding 
trade at a regional level as envisaged in the 
both AEC and SADC. Focused research on 
how these industries will be affected, 
especially at the early stages of 
development, is critical. Without such 
research and information, Tanzania may 
end up as losers from the integration 
process. Also, issues on how Tanzania may 
protect her industries as she opens up 
markets to more free trade is important. 
With a limited industrial base and 
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inadequate diversified export base, more 
competition may thwart the diversification 

exercise and result in greater dependency 
on imports.

 
 
 
Box 6.3: The Potential of Tripartite Free Trade Area (TFTA) and Continental Free Trade Area (CFTA) 
 
The Tripartite Free Trade Area (TFTA) agreement, bringing together twenty-six member and partner states of the 
Common Market for Eastern and Southern Africa (COMESA), the East African Community (EAC) and the Southern 
African Development Community (SADC) was signed by the third tripartite summit in the resort town of Sharm El 
Sheikh, Egypt. Five days after the TFTA signing, the African Union (AU) summit of heads of state and government 
launched negotiations for the Continental Free Trade Area (CFTA), subsequently renamed African Continental Free 
Trade Area, (AfCFTA). These negotiations were to encompass 54 African Union member states including Tanzania. 
Both of these initiatives were aimed at rationalizing multiple memberships of African countries in regional 
economic communities, for integration purposes as well as for consolidating market potential. In the case of TFTA, 
this was to be achieved by creating a free trade area bringing COMESA, EAC and SADC together in a market with a 
population of 632 million people and a combined GDP of $1.3 trillion; in the case of AfCFTA, by creating a 
continent-wide market of 1.2 billion people and a continental GDP of $2.3 trillion. 
There are a number of challenges that exist to effective implementation and that need to be resolved. These 
include: high regulatory and tariff barriers to intra-Africa trade; market fragmentation; reliance on the export of 
primary commodities; smallness of national economies; inadequate export specialization; restricted export base 
caused by shallow manufacturing capacity and under-developed industrial regional value chains. It is because of 
these challenges that there is such a low percentage of intra-Africa trade - approximately 16.6% in 2019, as 
compared with 68.1% in Europe, 59.4% in Asia, and 55.0% in America (UNCTAD Economic Development in Africa 
Report 2019). More engagement by each country in Africa (including Tanzania) will assist in resolving most of these 
challenges and with that provide scope for growth for businesses based in Africa.  
One challenge highlighted was as to how to reconcile the differing interests in AfCFTA, which has a range of 
countries from those with large and more developed economies to those with small and less developed 
economies; the question then becomes how will infant sectors be protected to ensure continued growth once a 
respective country starts trading in AfCFTA? One measure that was highlighted was AfCFTA’s collaboration with 
the Afreximbank to institute a $1 billion AfCFTA adjustment facility.  Amongst other things, this is expected to 
enable businesses in the affected sectors to secure funding for expanding capacity, promotion of export and 
support for small and medium-sized enterprises to increase competitiveness.  In addition, it will assist countries to 
adjust in a systematic manner for any unexpected significant tariff revenue losses. 
A further challenge is as to why AfCFTA should be more successful than other regional economic communities 
(RECs) which have generally failed to achieve their full aspirations: and yet Africa now wants to adopt a wider REC 
involving most (if not all) African countries? Is this not seeking to run before you can walk? And, by the way, what 
will happen to the existing RECs? In addressing this Mr. Mene intimated that he sees the other RECs remaining, as 
they are important implementing partners and should be represented in an AfCFTA Committee of Senior Trade 
Officials. Their role could include coordinating implementation and measures for resolving non-tariff barriers, 
harmonizing standards and monitoring implementation. 
A final challenge to highlight is the risk that the small and less developed countries become a dumping ground on 
the implementation of the AfCFTA.  So as to address this concern AfCFTA has put in place extensive rules of origin 
that regulate the criteria needed to determine the national source of a product which will ensure that goods 
traded with preferential rates are truly of AfCFTA origin. To ensure inclusivity in this, most signatories have 
submitted their proposed rules of origin. 
 
Despite the challenges, the AfCFTA/TFTA has a great potential to increase trade and investment which will create 
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job opportunities for millions of Tanzanians.  
§ Monetary policy is a major enabling factor. Establishing a monetary zone is deemed the ultimate 

achievement of economic integration, for it demands the highest level of national macroeconomic policy 
coordination in finance and investment, together with the relinquishment of domestic monetary (and 
fiscal) policymaking in favor of a supranational authority. the effort comprises trade and market 
integration, financial integration, and statistical harmonization, among other already ongoing initiatives. 

§ Encouraging the private sector to scale up investments and production to supply the AfCFTA market.  
§ Creating a conducive enabling environment in order to attract investors and sway them to deploy large-

scale, long-term investments in the AfCFTA market. The commitments made under this theme will, when 
implemented, contribute to the peaceful, safe and secure environment that is needed for people, goods 
and services to move freely and cost-effectively across Africa.  

§ Supportive complementary measures for the productive sector. SMEs, in particular, will need assistance in 
scaling up their operations to supply the AfCFTA market with high quality goods and services.   

§ Developing a continental platform on e-commerce to promote the development of export trading 
companies, among other things.  

§ A need for mindset changes and perceive the AfCFTA as their new home market. Sharing this mindset will 
help facilitate the creation of a single African market 

§ Finalization of schedules of tariff concessions on trade in goods and schedules of specific commitments on 
trade in services.  

§ Advocacy on AfCFTA/TFTA especially to business community. 
§ Designing clear national AfCFTA implementation strategies with participation of all stakeholders. 
§ Enhancing coordination, keep track of the progress achieved, and identify and address issues affecting 

implementation.  
§ Eliminating tariffs to intra-African trade in agriculture through the CFTA would be a key factor as trade in 

agriculture faces a higher rate of protection than non-agricultural sectors. 
 
 
 
6.4 Recommendations  
§ Tanzania should build capacity in the 

existing institutional structures to 
effectively implement policies that can 
address the problem areas that may reverse 
the achievements made on the SADC 
macroeconomic convergence targets and 
also identify areas where further regional 
integration can be used as a vehicle to 
achieve more growth and development. 
This is important in ensuring that issues of 
poverty reduction and high unemployment 
are given a stronger focus and that the 
institutional mechanisms for policy 
implementation are adequate. 

§ The government efforts to promote 
investments, both local and foreign, should 
be more selective, focused on investments 
that are local-resource based or whose 

outputs are targeted at export markets. As 
such, investments should be sought for 
such industries as horticultural products 
processing, leather products, meat 
processing etc. Such industries will enhance 
the values of those local resources that are 
currently exported in less valuable raw 
state. In addition, they would create 
employment opportunities’, diversify the 
country’s industrial base, and enhance 
Tanzania’s export earnings. 

§ The private sector has to play a role in 
Tanzania’s development given the potential 
the sector has in generating more 
employment opportunities and growth and, 
as such, it needs to be strengthened. The 
private sector also needs to participate fully 
in the integration process and explore 
markets and other growth prospects that 
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the processes of regional integration of 

EAC/SADC may avail. This requires that the 
private sector be taken on board in all 
negotiations and decision making.  

§ Prioritize the regional integration agenda in 
the FYDP III (2021/2022-2025/2026) in 
order to increase the country’s response 
mechanism to understudy regional laws, 
protocols and policies to reduce the time to 
decide on each framework and ensure 
timely signing, ratification and 
domestication; and fast track the resourcing 
and implementation of projects expected to 
increase the country’s competitiveness, to 
enable the country sustain its comparative 
advantage so far demonstrated.  

§ Some elements of the SADC Finance and 
Investment Protocol can be integrated into 
Tanzania’s investment strategy to allow the 
country to reap some of the benefits that 

may be derived from pursuing regional 

investment initiatives. 
 
§ Industrial development should also form 

one of the priority areas for Tanzania. This 
can contribute to more production and 
products in the market and enhance 
Tanzania ’s export profile, which is 
imperative if Tanzania is to compete 
successfully in the regional integration. 
process and benefit from trade. 

§ Formulating an independent the Ministry of 
Regional Integration for it to effectively 
coordinate and popularize the integration 
agenda in a succinct manner, and enable 
Tanzanians take advantage of the 
opportunities this creates.  

 

 
 

 

 

 

 

Box 6.4: The National Development Plan  
 
The national development plan for Uganda addresses itself to the issues of regional integration in its development 
context by aiming to leverage the Country’s growth opportunities and honor development and partnership 
obligations at the regional level. The strategic direction of the NDPII clearly outlines the objectives of the medium 
term the plan with are consistent with the regional strategic plan: In particular, to (i) increase sustainable 
production, productivity and value addition in key growth opportunities; (ii) increase the stock and quality of 
strategic infrastructure to accelerate the country’s competitiveness; (iii) enhancing human capital development; 
and (iv) strengthening mechanisms for quality, effective and efficient service delivery. The strategies: (i) ensuring 
macro-economic stability; (ii) industrialization and export oriented growth through value addition, agro processing, 
mineral beneficiation, selected heavy and light manufacturing; (iii) an employment creation strategy through fast 
tracking skills development and harnessing the demographic dividend; (iv) strong Public/Private Partnerships (PPPs) 
for sustainable development; and (vi) strengthening governance mechanisms and structures are in line with the 
objectives at regional level. This indicates the high level of consistency between the regional and national 
development plans.  
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Economic Outook 
 

This is the last chapter of the report which discusses the 
future economic outlook of Tanzania. Section 7.1 of the 
chapter presents the baseline scenario; section 7.2 discusses 
the main assumption of the alternative scenario; while section 
7.3 presents a downward scenario. Finally, section 7.4 
outlines main conclusions on FDI and emerging sectors. 

 

Chapter 7. 
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7.1 Baseline scenario 
During the first half of the year, the COVID-19 
pandemic led to the most severe contraction in 
global and domestic economic activity in 
decades. Since around May, economic 
conditions have started to recover as 
containment measures have been eased and 
fiscal and monetary policies have provided 
significant support. Tanzania has been resilient 
to the severe pandemic economic shocks. 
 But a high degree of uncertainty surrounds the 
outlook domestically and abroad. The main 
source of uncertainty is the evolution of the 
pandemic and medical developments. Indeed, a 
resurgence in new cases has already led to the 
reinstatement of containment measures in 
some economies, which has slowed their 
recoveries. The Coved vaccine has already been 
brought in Tanzania. Beyond the direct effects 
from reinstated containment measures, there is 
also considerable uncertainty over the 
voluntary response from households and 
businesses which could affect international 
movements of traders. 
Assuming a widespread and synchronized global 
resurgence in infections is avoided, global GDP 
is expected to further contract by around 3% (in 
year- average terms) by the end of 2021. 
Domestically, a gradual recovery in GDP is now 
underway across much of the sectors.  
Employment and hours worked are also 
expected to increase slightly over the second 
half of the year in most of the country. 
However, the effects of the heightened activity 
restrictions in the World will still affect the 
tourism sector, and some of the jobs will not be 
recovered in the near-term.  However, the 

unemployment rate is expected to decrease a 
bit with aggressive measures taken by the 
government to improve business environment.  
 
 
 
Given the high degree of uncertainty for the 
outlook, as with the 2021/2022 fiscal and 
monetary policy, a number of scenarios are 
considered, and restrictions, and their effects 
on households and business confidence. In all 
scenarios, fiscal policy settings are assumed to 
be in line with current public guidance. 
The major downside risks to the outlook include 
business regulatory bottlenecks that constrain 
private sector activity and uncertainties 
regarding the pandemic. Poverty and 
unemployment are expected to remain high 
due to depressed private sector activity. 
Under this scenario, GDP is expected to 
increase by around 4.1% per cent over the year 
to December 2021, but then grow by around 
5.8% per cent over 2022; the unemployment 
rate is expected to decrease to almost 10% over 
the next six months and more gradually 
decrease to around 7% over the latter part of 
the forecast period; and underlying inflation is 
expected to remain below 5% over the next 
couple of years. 
Moreover, in this scenario, the virus is assumed 
to be rapidly controlled domestically (but not 
overseas) and the government will continue 
with unlocked down measures (with the 
exception of international travel), leading to a 
faster recovery in consumption, investment and 
employment.  
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However, a plausible downside scenario is 
where Tanzania faces further periods of 
outbreaks and partial restrictions in certain 
areas, and the World experiences a widespread 
resurgence in infections in the near term. In this 
scenario, it is likely that the recovery in service 
exports would be delayed further and consumer 
spending would continue to fall through the 
second half of 2021, despite continued policy 
stimulus and income support measures.  
 

Main Assumptions 

Household consumption, income and saving: 
Consumption is expected to increase but will 
not to reach its pre-COVID-19 level until early 
2022, consistent with the elevated 
unemployment rate and the gradual recovery in 
household income.  The number of Tanzanians 
living below the poverty line has increased as 
the pandemic caused weakness in sectors with 
high 

 
 
employment potential, notably agriculture and 
manufacturing. It was estimated that the 
pandemic could push an additional 500,000 
Tanzanians below the poverty line. 
Consequently, inequality is likely to widen 
further. 
Investment:  Business investment is expected to 
increase significantly this year due to private 
sector led initiatives and business climate 
reforms. Despite that, in the near term, 
investment will not reach pre-pandemic levels. 
Mining investment is expected to increase over 

the next year or so, due to positive reforms 
made.  
Public expenditure and investment are forecast 
to increase in the near term because of the 
expansion of government services in the health, 
water and electricity. Public investment will be 
supported by ongoing flagship projects. 
External sector: Exports of goods and services 
continue to be an important driver of the trade 
outlook. However, they are expected to further 
decrease due to decrease in travel receipts.  
Tourism exports are expected to increase, but 

Source: African Development Bank (ADB), 2021 

Figure 7.1: Economic Outlook: Main Indicators 
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only gradually because of lingering caution on 
the part of travelers and a gradual return of 
airline capacity vaccines. The level of non-
traditional exports is expected to increase of 
increase in gold exports; due rise in prices in 
World market to positive macroeconomic 
reforms made in the mining sector, gold exports 
are expected to increase. Import volumes are 
expected to be lower over the forecast period. 
This is largely the result of lower overseas 
spending by Tanzanians because of the 
assumption that of neighboring countries 
borders will not reopen until 2022.  
Inflation: In this scenario, inflation expectations 
remain anchored around existing levels; 
however, this could depend on how business 
and household inflation expectations respond 
to the large price movements that are likely to 
be seen in some components of expenditure 
over the period ahead; such as sunflower oil, 
finger millet, transport costs. Retail prices will 
continue to be affected by exchange rate 
movements, but it is unlikely that most retailers 
will be able to reduce discounting behavior 
given expected weaker consumer spending and 
household income.  
Debt:  The risk of external public debt is low, 
but the pandemic is likely to increase 
vulnerabilities caused by reduced public 
revenues and decreased capacity for 
concessional borrowing. Maintaining debt 
sustainability will require keeping debt 
financing costs low, increasing exports, 
improving domestic resource mobilization to 
substitute for expensive commercial debt. Gross 
reserves at 5.6 months of imports in November 
2020, were below the SADC target of 6 months 
and thus are not expected to recover short term 
financing needs. 
 
7.2 Upside Scenario: Faster Recovery 

A stronger economic recovery is possible if 
more measures are considered to improve 
business environment and further progress in 
controlling the virus is achieved in the near 
term. Together with the significant policy 
support already in place, a series of positive 
outcomes could be expected to strengthen 
consumer confidence and lift consumption 
above the profile in the baseline scenario. 
In this scenario, much of the near-term decline 
in GDP is reversed over 2020–21 as 
consumption and employment growth rebound 
strongly. The improvement in private demand 
and reduced uncertainty about the outlook 
would lead to increased labour demand; 
unemployment would peak at a lower level and 
decline faster than in the baseline scenario. This 
would underpin a more rapid rebound in wages 
growth and a faster pick-up in inflation over the 
next few years. 
  
7.3 Downside Scenario: Slower Recovery 

An alternative possibility is that Tanzania faces a 
series of periodic regional outbreaks and 
‘rolling’ lockdowns to contain these outbreaks 
in coming quarters, and the World experiences 
a widespread resurgence in infections. In this 
scenario, a global ‘second wave’ of infections 
eventuates and peaks in early 2022, World 
demand would decline further resulting in a 
delay in the recovery in exports. To prevent 
transmission of locally acquired infections, 
affected regions would need to increase 
distancing restrictions and corresponding curbs 
on some business activities.  
This scenario involves a more damaging and 
lasting impact on activity than envisaged in the 
baseline scenario. An extended period of 
lockdown would see consumer spending 
continue to fall through the second half of 
2021, despite continued policy stimulus and 
income support measures. Heightened 
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uncertainty about the outlook would further 
erode household and business confidence and 
materially slow the recovery in consumption 
and investment, even after the lifting of 
restrictions. 
 Domestic activity would be expected to remain 
close to its trough until the second half of 2021. 
This would induce businesses to keep 
employees on reduced hours and delay hiring 
new staff, with annual growth in employment 
only turning positive in the second half of 2021. 
In this downside scenario, the unemployment 
rate rises further through the second half of 
2020 and remains at high levels throughout 
2021.  
 
7.4 Main Conclusions on FDI and Emerging 

Sectors 

§ The COVID-19 pandemic will have lasting 
effects on national, regional and global 
investment policymaking. It is important for 
the government to figure out how to tailor 
investment policies so that FDI can be most 
effectively harnessed to enable economies 
to get back on the path to sustainable 
development. 

§ Given the technical nature of horticulture, 
investment in research, extension and 
human capacity building is of paramount 
importance. Only from this base can 
economic growth in horticulture be 
sustained.  

§ While the digital revolution is inevitable, 
the outcome will depend on policies. To 
realize the potential of the digital 
revolution, comprehensive policies and 
fresh thinking are needed. For 
policymakers, the first hurdle is to accept 
that the digital revolution is inevitable. 
Policy responses will need to strike the right 
balance between enabling digital innovation 
and addressing digitalization-linked risks.  

§ Policies to harness digital dividends include 
revamping education to meet the demand 
for more flexible skill sets and lifelong 
learning, as well as new training, especially 
for the most adversely affected workers; 
reducing skill mismatches between workers 
and jobs; investing in physical and 
regulatory infrastructure that spurs 
competition and innovation; and addressing 
labor market and social challenges, 
including income redistribution and safety 
nets. But considering the inherent global 
reach of these technologies, regional and 
international cooperation will be key to 
developing effective policy responses. 
Policies to soften the labor market impact 
of new technologies can improve welfare. 
The more willing society is to support the 
necessary transition and those who are left 
behind, the faster the pace of innovation 
that society can accommodate, while still 
ensuring that the outcomes improve 
welfare, with all members better off. With 
the right policies, the digital revolution 
could be a new engine of growth and 
prosperity for Tanzania. 

§ A broader analysis must consider both the 
static, short–term effects of policies and 
changes in macroeconomic scenarios and 
the dynamic, longer–term results, 
considering these emerging sectors of the 
economy. Ideally, the impact of different 
macroeconomic conditions and policies on 
economic activities and rural incomes are 
embedded in an appropriately specified 
macroeconomic general equilibrium model. 

§ E-commerce has the potential to support 
growth and rebalance economies. For 
consumers, e-commerce may translate into 
better access to a wider range of products 
and services at lower prices, ultimately 
boosting consumption. For firms, e-
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commerce could also provide new business 
opportunities and access to larger markets 
and may thus support investment.  

§ The economy pursues policies that are in 
line with the SADC vision of promoting 
sustainable growth and promoting more 
productive systems. Policies have also been 
formulated to address the low investment, 
boosting GDP growth and promoting 
growth of the non-mining sectors and 
enhancing private sector development. It is 
a commonly expressed view in Tanzania 
that the problems that exist are mainly not 
the result of poor policies, rather they are 
largely the result of a failure to implement 
the existing policies. For Tanzania to realize 
its vision, there will be a need to address 
implementation problems, and to introduce 

stringent monitoring mechanisms at every 
level of the public sector.  

§ Finally, an important objective of 
macroeconomic policies is to avoid 
economic crises – which impact growth, 
poverty and food security. In particular, a 
high degree of macroeconomic volatility 
can also cause poverty traps, not only 
because of the negative impact that crises 
can have on the human capital of the poor 
but also because the risky environment 
leads the poor to engage in low–return 
activities. For instance, the Inter–American 
Development Bank (IADB) (1995) estimated 
that if Latin America and the Caribbean had 
a level of macroeconomic stability similar to 
industrialized countries, the poverty 
headcount would diminish by one quarter. 
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