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Tanzania
1. Introduction

Under the Mwinyi and Mkapa administrations of the 1980s, Tanza-
nia undertook important economic reforms. Those reforms resulted in 
a steady movement away from the control regime that characterised 
the late President Nyerere’s socialist rule. Freer markets for goods and 

and the labour market emerged. Tanzania’s government, however, re-
mained the overall regulator and facilitator of economic development 
although, for certain critical sectors, including health, education, water 
and sanitation, it played an active role in the provision of key physical 
infrastructure and in human development. 

In 2005, the Tanzanian government committed itself to ensuring 
sustained and shared economic growth through pro-investment poli-
cies, job creation, export expansion, the development of value addition 
chains and the scaling-up of human capital development. The govern-
ment acknowledged the need for improved productivity in its economy 
so that exports could be externally competitive and Tanzanian export-

-
cation and consolidation of their external markets and market shares. 
To achieve those objectives, a National Trade Policy (United Republic 
of Tanzania, 2003a) was developed and subsequently integrated into 
the country’s second poverty reduction strategy, the National Strategy 
for Growth and Reduction of Poverty (United Republic of Tanzania, 
2005a). Tanzania’s trade policy envisions raised competitiveness and 
export-led growth. It enhances the capacity of the Tanzanian private 
sector to identify and exploit market access opportunities within the 
regional and global markets. 

as the share of non-traditional exports (NTEs) to total exports increased. 
Continuing political stability, an improved investment climate and a gov-
ernmental commitment to market-oriented reforms combined to attract 

2. Macroeconomic performance

2.1. GDP growth 
Tanzania’s real Gross Domestic Product (GDP) growth exceeded 

-
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In 2005-2006, Tanzania experienced two years of debilitating 
drought that led to a power crisis because the country relies heavily 
on hydro-power for its electricity. The power crisis resulted in higher 
production costs, particularly for its industrial sectors, while food pro-
duction outputs dropped. Even when regular rains resumed, the con-
tinuing rise in the price of imported oil maintained pressure on domestic 
prices because the costs of production and transport continued to rise. 

for that year.

Table 1: GDP growth rate and inflation rate: 2001-2006

2001 2002 2003 2004 2005 2006*

5.7 6.2 5.7 6.7 6.8 6.2

5.2 4.5 3.5 4.1 4.4 6.2

*2006 figures are provisional estimates                                                                                                                                           Source: Bank of Tanzania (2007)

In terms of the economy’s major sectors, Tanzania’s industrial sec-

due to increased public investment in infrastructure, compared to the 

2005, the leading industrial sector was mining and quarrying with an 

-

As Table 2 shows, the structure of the Tanzanian economy  did 
not change much. Agriculture continued to be dominant in terms of its 
contributing share of total GDP. The services sectors’ combined share 
was unchanged while there was only a slight gain for industry.

Table 2: Real GDP growth and shares of  major sectors: 2000-2005

Annual average growth rate (%) Share of GDP (%)

2000-2005 2000 2005

4.8 48 46

9.0 17 20

6.1 35 35

100 100

Note: in the National Accounts, agriculture includes crops, livestock, forestry and hunting as well as fishing; industry covers mining and quarrying, manufacturing, 
electricity, water and construction; and services include trade, hotels and restaurants, transport and communication, financial and business and public administration.

Source: Utz (2008)
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2.2. Monetary policy, interest rates and exchange 
 rates

During the review period, Tanzania’s monetary policy was aimed 
consistently at maintaining an appropriate level of liquidity, which per-

less than six months’ worth of imports of goods and services. 
As is shown in Table 3, Tanzania’s monetary aggregates trended 

together over the period. Those are indicated in the table as M1, M2 
and M3. M1 comprises currency in circulation and demand deposits; 
M2 comprises M1 and time deposits; and M3 is extended broad money 
including M2 plus net foreign assets. The latter is important for foreign 
exchange operations. Open market operations remain critical as a tool 

the effects of changes in net domestic assets and net foreign assets, 
respectively. 

As the Tanzanian economy built up considerable excess liquidity, 
the Bank of Tanzania scaled up its sales of treasury bills, which were 
complemented by sales of foreign exchange and repurchase agree-
ment transactions with the country’s commercial banks.

Table 3: Selected macroeconomic aggregates: 2001-2006 

2001 2002 2003 2004 2005 2006*

12.8 22.3 14.2 19.2 36.9 13.7

10.2 25.2 16.1 18.2 33.7 16.8

7.6 8.8 8.7 8.5 9.4 12.0

4.9 6.1 5.2 8.9 11.0 12.5

63.7 69.2 98.4 104.7 84.6 103.9

6.3 8.6 9.2 8.0 5.8 5.3

*2006 figures are provisional estimates                                                                                                                                            Source: Bank of Tanzania (2007)

Credit to the private sector increased, as is shown by the rising ratio 
of private sector credit-to-GDP ratio in Table 3. The trends observed for 

the local banking system despite real constraints that persisted within 
the economy.  

Foreign reserves measures, as reserve months of imports of goods 
and services, stayed above what is considered to be optimal, in other 
words of not less than six months, for 2001-2004. However, the meas-
ure declined in 2005 to 5.8 months and was expected to drop further 
to 5.3 in 2006, largely because of the rise in the importation of oil and 
food, the latter being due to the country’s drought and energy crisis. 
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Tanzania’s banking sector grew. Currently, there are more than 30 

market was characterised by structural bottlenecks and legal and regu-
latory rigidities that distorted the competitive determination of the inter-

between the lending and borrowing rates, as is evident in Table 4. The 
weighted average interest rate on local currency savings deposits in-

2005.

Table 4: Trends in the interest rates: 1990-2005

1999/00 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06

7.1 4.2 3.5 3.1 2.4 2.5 3.5

22.1 19.6 16.4 15.7 14 14.4 14.9

Source: Bank of Tanzania (2007) 

-
mained negative in real terms. Concerns about the interest rate spread 
but, as is evident in Table 4, average lending rates fell slowly. They are 
expected to fall further as the business environment improves, credit 
risks (to banks) fall and competition in the banking sector increases. 
Yet banking services remain concentrated largely in urban and peri-
urban areas. The current agenda for the sector includes improving the 

lending technologies as well as bridging the rural-urban divide that ex-
ists in the access to savings and credit facilities.

Public preference for holding different types of monetary assets 
increasingly favoured foreign currency holdings, followed by demand 
deposits and currency in circulation. These preferences indirectly in-

currencies, although movements in the nominal exchange rate were 
determined by other factors, such as the level and rates of growth in 

macro level.
-

exchange rate (International Monetary Fund, 2004). For 2000-2005, 
the nominal exchange rate experienced continued depreciation, fall-
ing from the annual average of Tsh916.3 to the US dollar (US$1) to 
Tsh1,261.6  to US$1 in 2006. 

periods (1990-1995 and 1996-2000) and captures the continuous fall in 
the value of the Tanzanian shilling. The annual rates of depreciation of 

were less pronounced for the review period than for 1996-2000.
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Table 5: Changes in exchange rate measures (using period averages): 1981-2005

Measure 1990-1995 1996-2000 2001-2005

424.56 682 1,019.94

23.9 8 6.9

* period with bureau de change rates                                                                                                                                             Sources: Bank of Tanzania (2007)1

12.3. Fiscal performance

rose during the review period. Table 6 shows Tanzania’s total expendi-

2000/01 to 2005/06. Total expenditure increased steadily while total 

level of grants as a percentage of GDP is also shown in Table 6. The 

Table 6: Fiscal deficit as % of  GDP: 2000 -2005

2000/01 2001/02 2002/03 2003/04 2004/05 2005/06

12.0 12.1 12.1 13.0 13.6 14.1

17.0 17.6 19.8 22.0 25.0 26.3

-5.3 -5.6 -7.7 -9.3 -11.3 -12.6

3.7 4.5 6.2 6.1 7.6 6.7

-1.6 -1.1 -1.5 -3.2 -3.7 -5.6

Source: United Republic of Tanzania’s Ministry of Finance and Economic Affairs data set (2007)

poverty reduction strategies which demanded protection of the levels 
of spending on social service sectors while also setting aside more 
resources for productive sectors and hard infrastructure projects such 
as the building of roads, bridges, harbours, warehouses, storage facili-
ties and buildings.

Overall, total revenue increased but was still too low when com-
pared to the pace of total expenditure. Nevertheless, the revenue per-
formance was variable for the different components, as shown in Table 
7. Tax revenue was larger than non-tax revenues.2 Tax revenue con-
stituted the bulk of Tanzania’s revenue and was dominated by value-

VAT on imports was higher than the VAT on domestic goods. 

1  The Central Bank has applied stabilisation functions to the data, yet it is not easy 

at this level of analysis.

2 Non-tax revenues stand at slightly above 1% of GDP. The mining sector and other 

there is potential for government to raise taxes.
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Table 7: Summary of  central government revenue (% of  GDP): 1999-2006

1999/00 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06
06/07 

est.
11.3 12.0 12.1 12.1 13.0 13.6 14.1 14.5

10.1 10.7 10.9 11.0 11.9 12.4 12.9 13.4

1.3 1.2 1.0 1.1 1.2 0.9 1.3 1.1

3.3 3.9 4.1 4.2 4.5 5.6 5.6 4.9

1.6 1.6 1.7 1.7 2.1 2.2 2.3 2.4

1.6 2.4 2.4 2.5 2.8 3.4 3.3 2.5

1.3 2.0 2.1 1.9 1.9 1.8 1.7 3.1

1.0 0.9 0.8 0.8 0.8 0.8 0.9 1.0

0.3 1.1 1.2 1.0 1.1 1.0 0.8 2.2

3.0 2.5 2.6 2.7 3.2 3.6 3.9 3.9

1.1 1.2 1.4 1.3 1.6 1.8 1.9 1.9

0.7 0.6 0.7 0.8 1.0 1.2 1.3 1.3

1.3 1.1 1.1 1.1 1.1 1.0 0.4 0.4

1.2 1.3 1.2 1.1 1.0 1.2 1.2 1.1

Source: United Republic of Tanzania’s Ministry of Finance and Economic Affairs data set (2007)

slightly lower than the excises on domestic goods. Revenue from in-

(PAYE) and corporate taxes, both of which improved. 

and tax administration in general. For example, VAT and income tax 
were brought under one roof and modern information technologies, like 

These measures reduced the cost of tax compliance to tax payers. Tax 
payers spent less time and money on completing long, complicated 
tax returns or declaration forms. They spent less time in long queues 

course of processing or paying for a licence or other taxes. Measures 
were also put in place to tighten leakages, as was the case for the fuel 
levy, and to reduce the number and levels of tax exemptions. 

3. Trade performance

3.1 Export-import trade flows 
Figure 1 illustrates the trends in Tanzanian’s exports and imports 

for 1948-2005. 
Both imports and exports grew as Tanzania’s economy expanded 

from the late 1970s when the gap between exports and imports start-
ed to diverge and imports began exceeding the volumes of exports. 
Until 1970, the country experienced trade surpluses, albeit of narrow 

exports. However, the negative balance of trade prevailed because im-
ports also increased.
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Tanzania’s exports continued to be dominated by primary products, 
such as crops and minerals. Importantly, during the review period,  the 
prices of primary products were volatile on the world markets and do-
mestic production was vulnerable to weather extremes and other supply 
constraints. The country attempted to diversify its exports by increasing 

-
tural products. The export sector was expected to strengthen as more 
structural bottlenecks were addressed as part of the effort to promote 
private sector competitiveness. However, high oil prices and the fast 
growth of the importation of intermediate and capital goods as well as 
the substantial import demand from government, which is linked to its 

Tanzania’s imports were dominated by manufactured products. 
Over the period 2000-2005, manufactured imports consisted of capi-
tal goods, such as transport equipment, building and construction, and 

-
er goods, such as food, foodstuffs and all other consumer goods, at 

the mining and quarrying and construction sectors (reported as leading 
under sub-section 2.1 above), which rely on imported capital inputs as 
well as intermediate goods such as chemicals and oil. The agricultural 
sector also continued to rely on additional imported fertilisers. The food 

of food imports. Provisional estimates for 2006 show that the imports of 
these
period) when the weather and harvests improved. 

Figure 1: 

Source: TIPS/AusAID Southern African Trade Database

3,000

2,500

2,000

1,500

1,000

500

0

19
48

19
51

19
54

19
57

19
60

19
63

19
66

19
69

19
72

19
75

19
78

19
81

19
84

19
87

19
90

19
93

19
96

19
99

20
02

20
05



38 Trade Performance Review

Provisional estimates for 2006 indicated a reduction in the propor-
-

slight drop in the imports of capital goods (Bank of Tanzania, 2007). 
-

cate a departure from the trend dominance of share of imported capital 
and intermediate goods combined.

3.2. Export trends

3.2.1.   Tanzania’s top export partners

While the traditional destinations of Tanzanian’s export trade were 
located in the developed world, particularly in western Europe, north 
America and Japan, in the last decade, Tanzania’s export destinations 
have included new trading partners in east Asia, India, Africa and the 

Table 8: Exports by partner country: 2000-2005

                             Value (US$m) Growth % share 

2000 2005 2000-05 2005

# World       670.8      1,529.3        17.9      100.0 

1         11.8         289.4        89.8        18.9 

2           3.0         144.6      116.8          9.5 

3 UK       147.5         130.8         -2.4          8.6 

4           0.6           98.2      177.8          6.4 

5         45.9           97.7        16.3          6.4 

6         32.2           79.6        19.9          5.2 

7         99.4           78.7         -4.6          5.1 

8         60.8           77.4          5.0          5.1 

9         34.3           71.5        15.8          4.7 

10           9.0           39.9        34.5          2.6 

11           0.5           39.2      136.4          2.6 

12         18.6           36.6        14.6          2.4 

13           6.3           35.3        41.3          2.3 

14           3.6           30.2        52.9          2.0 

15           8.6           20.6        19.3          1.3 

16           6.5           20.0        25.3          1.3 

17         15.1           17.7          3.2          1.2 

18           0.8           16.8        84.5          1.1 

19           3.1           16.1        38.9          1.1 

20           5.0           13.2        21.6          0.9 

Selected countries

24           5.7             8.9          9.3          0.6 

26           7.7             8.0          0.7          0.5 

29           1.5             7.2        36.1          0.5 

36           0.1             4.2      116.5          0.3 

Source: TIPS/AusAID Southern African Trade Database
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Tanzania’s immediate policy question is how best to maintain and 
consolidate its market shares in these new destinations without losing 
its grip on its traditional markets. 

Table 8 lists, in ranked order, Tanzania’s trade partners on the basis 
of the value of trade in 2005. The table also provides the percentage 
shares for different countries relative to Tanzania’s total exports for 
2005, as well as the value of those exports in 2000 and 2005.

Table 8 shows that for 2000-2005 Tanzania’s two largest export 
partners were South Africa and Switzerland. The United Kingdom (UK), 
China and the Netherlands were its next three largest partners. 

Tanzania exported to South Africa minerals such as gold, Tanzan-

Industrial diamonds, rubies, sapphires and emeralds were export-
ed to the UK. 

Tanzania continued to attract international interest in its mining 
sector. The major gold mining companies operating in Tanzania are 
Geita Gold Mining, owned by Anglo Gold Ashanti Limited (Ltd) (based 
in South Africa), Kahama Mining Corporation, with majority shares 
owned by Barrick Gold Corporation of Canada, another Canadian 
company, Placer Dome Gold Incorporated, the Australian company, 
Resolute Mining Ltd, and the state-owned Meremeta Ltd. 

The major diamond company in Tanzania is Williamson Diamond 
Ltd; De Beers of South Africa is its major shareholder. 

The main companies mining tanzanite are Tanzanite One Ltd, 
which is a South Africa company, Tanzanite Africa Ltd, which is owned 
by IPP Media Ltd,  and Kilimanjaro Mines Ltd. 

Investors took advantage of the country’s attractive policy environ-
ment for foreign and domestic investment in the sector. There was, 
however, an ongoing policy and public demand for a review of the min-
ing sector’s laws and level of loyalties. 

It was recognised that extraction of natural resources had a limit.  
It was also recognised that the Tanzanian government and its local en-
trepreneurs needed to harness FDI-borne technologies in order to de-
velop local processing capacity for creating a value-addition economy.

3.2.2 Exports by section

Table 9 shows the composition of commodities exported from Tan-
zania in 2000-2005. The table also reveals the percentage share of 
those exports in 2000, again in 2005 and their compounded growth 
rates for that period. 
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Table 9: Exports by section

                   Exports 2005 
(US$m)

Growth                 % share

Exports by section 2000 2005 2000-05 2000 2005

          83.1         155.1          13.3       12.4        10.1 

        250.5         261.4             0.9       37.3        17.1 

             2.4              6.1          20.0         0.4           0.4 

          53.3         168.5          25.9         8.0        11.0 

             4.9         107.4          85.5         0.7           7.0 

             5.4           17.0          25.8         0.8           1.1 

             2.6              8.6          27.5         0.4           0.6 

             7.8              8.6             2.1         1.2           0.6 

             3.9           12.6          26.1         0.6           0.8 

             1.3              3.6          23.3         0.2           0.2 

          56.8         1,52.0          21.8         8.5           9.9 

             3.6              1.3 -        18.3         0.5           0.1 

             6.8              9.2             6.2         1.0           0.6 

        176.5         579.1          26.8       26.3        37.9 

             2.1           29.7          69.9         0.3           1.9 

             9.1              6.3 -          7.2         1.4           0.4 

             0.2              1.4          51.7         0.0           0.1 

             0.2              0.3             6.4         0.0           0.0 

             0.0              0.0          13.8         0.0           0.0 

             0.3              1.0          23.3         0.1           0.1 

             0.0              0.2          76.0         0.0           0.0 

Total trade         670.8      1,529.3          17.9    100.0      100.0 

Concentration index 0.2 0.2 -2.4

Source: TIPS/AusAID Southern African Trade Database

In 2000, Tanzania’s largest export product was vegetable products, 
followed by pearls and precious stones. In 2005, pearls and precious 
stones overtook vegetables as the country’s main export. However, in 
terms of growth rate for the period, the fastest growing exports were 

of a small base of US$4.9 million in 2000. 
The second fastest performer was metal products, which grew by 

textiles.
The recovery of the textiles industry was linked to the privatisa-

tion undertaken to overcome the effects of trade (especially import) 
liberalisation on the domestic industry. The market access provisions in 
the African Growth and Opportunity Act also contributed to the sector’s 
recovery. There was also increasing interest in Tanzania’s horticultural 
production sector. 

3.2.3. Exports by chapter

Table 10 shows Tanzania’s exports by chapter, ranking the prod-
ucts from highest to lowest, as a share of its total exports. The table 
also shows the growth levels for 2000-2005 across these various ex-
port products.
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Table 10: Exports by chapter

Exports (US$m) Growth % share

# Top exports by Chapter 2005 2000-05 2005

1  579  26.8  37.9 

2  150  14.7  9.8 

3  133  26.7  8.7 

4  116  23.9  7.6 

5  115 -1.7  7.5 

6  101  475.5  6.6 

7  48 -10.9  3.2 

8  39  48.2  2.6 

9  25  9.7  1.6 

10  16  10.1  1.0 

11  14  33.0  0.9 

12  13  26.1  0.8 

13  12  68.1  0.8 

14  12  88.0  0.8 

15  12  150.6  0.8 

16  12  17.8  0.8 

17  9  5.6  0.6 

18  9  43.9  0.6 

19  8  6.4  0.6 

20  8  53.9  0.5 

Fastest growing Chapters

1  100.96 475.5  6.6 

2  0.51 282.3  0.0 

3  0.03 225.0  0.0 

4  0.04 214.9  0.0 

5  0.01 192.7  0.0 

6  0.35 153.9  0.0 

7  11.81 150.6  0.8 

8  0.45 124.4  0.0 

9  0.02 113.2  0.0 

10  0.04 95.3  0.0 

Source: TIPS/AusAID Southern African Trade Database

Pearls and precious stones accounted for the largest share of to-

-
ing sector was the most important exporting sector because the sum 
of its products accounted for the largest share by value of the total 
exports3.

3 Tanzania has diverse mineral deposits. Its natural resources include precious 
minerals, such as gold, diamonds, tanzanite and rubies, as well as industrial miner-
als, such as iron, tin, copper, nickel, cobalt, lead, limestone, titanium, vanadium, 
uranium, phosphate and gypsum. Coal and natural gas deposits are also available.
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There was a substantial gap between the share of pearls and pre-
cious stones compared to other, mainly agricultural, products which 
Tanzania traded with other markets. 

exports, especially of gold and other minerals, food (cereals) and horti-

investors.
 The performance of the minerals sector continued to improve, con-

-
zanian government promoted value adding by encouraging gemstone 
cutting and gold polishing locally. 

Facilitating smallholder mining by improving the legal and regula-
tory environment as well as providing education, credit and equipment 
to those smallholders were part of the effort to support value addition. 

Production of gold, which dominates the country’s mining sector, 
increased moderately to 48.2 tonnes from 48 tonnes in the preced-

be operationalised in the next few years, which will expand production 
further.

3.3 Import trends

3.3.1. Imports by partner country

Table 11 lists Tanzania’s fastest growing import partners for 2000-
2005, including the value of those imports for that period. 

Other import partners from the SADC region were Swaziland, Mau-
ritius, Zambia, Malawi, Mozambique and Zimbabwe, which had an im-

Among the list of its 10 major sources of imports for 2005, Bahrain 
maintained the top position it had recorded in the 2000-2004 period 
(TIPS, 2006).

Oil was the main commodity imported from Bahrain and the United 
Arab Emirates, along with mineral products. 

Tanzania imported Indian products such as  cereals, chemicals and 
various types of machinery and equipment. 
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Table 11: Imports by partner country

                             Value (US$m) Growth % share 

2000 2005 2000-06 2005

#  1,629.6  3,241.7  14.7  100.0 

1  14.6  502.3  103.0  15.5 

2  162.6  400.0  19.7  12.3 

3  66.7  221.5  27.1  6.8 

4  141.5  208.0  8.0  6.4 

5  49.7  204.4  32.7  6.3 

6  84.6  189.4  17.5  5.8 

7  91.3  173.0  13.6  5.3 

8  104.0  123.4  3.5  3.8 

9  57.6  102.0  12.1  3.1 

10  41.2  90.8  17.1  2.8 

11  22.2  90.4  32.5  2.8 

12  49.9  88.8  12.2  2.7 

13  17.5  72.5  33.0  2.2 

14  29.5  68.5  18.3  2.1 

15  14.3  48.4  27.7  1.5 

16  80.8  46.8 -10.4  1.4 

17  163.0  43.4 -23.3  1.3 

18  35.5  40.9  2.9  1.3 

19  32.4  36.4  2.4  1.1 

20  21.0  34.4  10.4  1.1 

Selected countries

26  13.0  23.6  12.7  0.7 

48  2.5  4.6  13.3  0.1 

50  2.4  4.5  13.0  0.1 

52  1.8  3.8  15.7  0.1 

55  0.1  2.0  72.2  0.1 

56  4.3  2.0 -14.6  0.1 

Source: TIPS/AusAID Southern African Trade Database

From Japan, vehicles and vehicles parts were imported, while 
from China, computers, various electronics and heavy machinery were 
purchased. Rubber tyres, cord, thread and yarn – important inputs for 
Tanzania’s textiles industry – as well as locomotives and railways parts, 
furniture, agricultural hand tools, ceramics and footwear were sourced 
from China. 

From Kenya, Tanzania imported petroleum products, chemicals, 
pharmaceuticals, lubricants, washing agents, fertilisers and pesticides, 
as well as plastic and rubber products and various metals.



44 Trade Performance Review

3.3.2. Imports by section

Table 12 shows the distribution of the major commodities that were 
imported into Tanzania and the percentage share of imports for 2000 
and 2005, as well as the growth rates for the period 2000-2005. 

Table 12: Imports by section

                   Imports (US$m) Growth                 % share

Imports by section 2000 2005 2000-05 2000 2005

 6.9  6.7 -0.5  0.4  0.2 

 101.5  126.8  4.6  6.2  3.9 

 55.7  95.3  11.3  3.4  2.9 

 76.4  100.9  5.7  4.7  3.1 

 311.4  726.7  18.5  19.1  22.4 

 128.6  351.7  22.3  7.9  10.9 

 84.7  239.3  23.1  5.2  7.4 

 4.7  5.8  4.4  0.3  0.2 

 3.5  8.6  19.7  0.2  0.3 

 44.0  84.0  13.8  2.7  2.6 

 82.3  101.1  4.2  5.0  3.1 

 9.3  16.8  12.5  0.6  0.5 

 18.3  38.5  16.1  1.1  1.2 

 0.5  0.7  4.7  0.0  0.0 

 128.6  284.5  17.2  7.9  8.8 

 324.5  633.5  14.3  19.9  19.5 

 203.9  341.7  10.9  12.5  10.5 

 23.0  41.1  12.4  1.4  1.3 

 0.6  0.3 -12.4  0.0  0.0 

 21.3  36.9  11.7  1.3  1.1 

 0.1  0.5  56.9  0.0  0.0 

Total trade  1,629.6  3,241.7  14.7  100.0  100.0 

Concentration index 0.1181 0.13 2.57

Source: TIPS/AusAID Southern African Trade Database

In 2000, the largest import category was machinery; in 2005, it was 
mineral products. 

Mineral products and machinery imports represented the largest 
import share from the world and the second largest share from South 

category included electronic transformers, ballasts for discharging 
lamps or tubes, liquid dielectric transformers from India and China, 
electric accumulators for starting piston engines from Spain, electronic 
apparatus for line telephony or line telegraphy, such as line telephone 
sets with cordless hand sets, and telephone sets from India, China and 
Spain, as well as facsimile machinery from Japan, Belgium, Germany 
and the UK. 

The second largest share of imports from the world was for mineral 

-
ral gases. These mineral products were imported from Kenya, Iran and 
the United Arab Emirates. 
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In 2005, the share of mineral products outstripped that of machin-
ery. Mineral products took the leading share and in terms of actual 
magnitude were valued at US$726.7m, compared with US$633.5m for 
machinery products.

3.3.3. Imports by chapter

Mineral fuels and oils were top of the list, followed by nuclear reac-
tors, boilers and machinery, with vehicles other than railway and tram-
way ones in third position. Tanzanian imports were mainly inputs into its 
industrial sectors and comprised of capital and intermediate goods.

Table 13: Imports by chapter

Imports 2005 Growth % share

# Top imports by Chapter (US$m) 2000-05 2005

1  715  38.6  22.1 

2  418  17.8  12.9 

3  323  19.0  10.0 

4  215  16.9  6.6 

5  170  27.4  5.2 

6  142  34.4  4.4 

7  106  18.7  3.3 

8  103  20.9  3.2 

9  95  24.5  2.9 

10  84  15.0  2.6 

11  72  37.7  2.2 

12  70  27.6  2.1 

13  54  10.2  1.7 

14  41  20.6  1.3 

15  40  16.0  1.2 

16  36  1.4  1.1 

17  36  29.2  1.1 

18  36  10.8  1.1 

19  34  17.0  1.0 

20  31  5.3  0.9 

Fastest growing Chapters

1  0.04 52.3  0.0 

2  0.53 47.2  0.0 

3  18.96 44.0  0.6 

4  715.33 38.6  22.1 

5  72.23 37.7  2.2 

6  0.14 36.6  0.0 

7  141.91 34.4  4.4 

8  7.88 33.9  0.2 

9  0.03 32.1  0.0 

10  2.88 30.9  0.1 

Source: TIPS/AusAID Southern African Trade Database
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As shown in Table 13,  the fastest growing imports were mineral 
-

ties such as manufacturing, mining and quarrying, construction and the 
production of electricity to supplement hydro-electric power. 

The rises in the levels of imports of chemical and mineral products 
were linked to increased demands for inputs for key industrial activities, 
while the rise in importation of iron and steel was related to Tanza-
nia’s expanding construction industry. It suggested, too, that Tanzania’s 
existing capacity to produce iron and steel was unable to cope with 
domestic demand. The same was the case for the demand for cement 
imports. In 2006, the government allowed the import of that product to 
meet local demand. 

4. Focus on the commodity sector 

4.1. Manufactured exports
It is possible to examine manufactured exports, where manufac-

aggregate merchandise exports. 
Table 14 shows the trends in traditional and non-traditional exports 

and their respective average growth rates for the review period. As was 
noted previously, the growth in the value of non-traditional exports, av-

Table 14: Value of  Tanzania’s exports by type of  commodity or group (US$m): 2001-2006*

2001 2002 2003 2004 2005 2006
Ave. growth 

rate (value) %

38.9 16.8 32.5 23.9 45.7 31.9 14.2

6.9 5.1 18.7 10.4 29.4 37 80.9

2.9 3.3 3.7 4 4 3.1 2.3

18.7 16 16 18.5 16.3 18.2 0.2

16.2 23.5 8.2 16.2 17.4 15.6 14.9

25.6 6.3 3.7 10.5 4 19.4 78.0

0.6 0.2 5.9 5.2 1.4 2.4 554.0

Total traditional 109.8 73.1 88.7 88.7 118.3 127.7 5.8

Non-traditional

140.8 188 240.4 313.4 355.8 386.3 22.8

21.3 29.3 34.4 44.4 64.5 89.8 33.7

119.5 138.3 168 167.1 205 205 11.9

Total non-traditional 286.6 355.6 442.9 525.4 625.3 681.2 19.0

Total 
(traditional + non-tradi-
tional)

391.4 428.7 531.6 614.1 743.6 808.9 15.8

* Growth rate calculated using simple moving averages.   Note: Figures for 2006 are provisional.                                                     Source: Bank of Tanzania (2007)



Tanzania 47

Among Tanzania’s non-traditional exports, manufactured exports 

terms, mineral exports topped the NTE list, followed by other exports 
which included mainly horticultural products. 

Production data for selected industries revealed that, despite the 
power crisis of 2005, increased production was maintained by produc-

textiles (although textiles dropped slightly in 2005), sisal ropes and 
-

ment, rolled steel, iron sheets, aluminium sheet circles and dry cells 
and auto-batteries. 

-
ment. The latter was linked to the expanding construction industry’s 
demand because by late 2007, the government had allowed the impor-
tation of cement to cover domestic shortfalls. 

Textiles production did not show strong growth. In thousand square 
metres, production rose from 73,566 in 2000 to 110,520 in 2005. How-
ever, the 2005 level was below that of the levels recorded for 2003 
and 2004, at 126,900 and 127,520, respectively. The textiles sector’s 
mediocre performance was partly attributed to the pressure from new 
and second-hand clothes imported into the country as local, privatised 

expanded due to an increase in the demand within the EU market for 

concerns were raised.

  4.2. Traditional exports
Over the period 2001-2006, the performance of traditional exports 

was variable. Tanzania’s traditional exports, as shown in Table 15, were 
primarily agricultural products. In Table 15, some of Tanzania’s key tra-
ditional export crops’ average growth rates for volume and value are 
listed.

Table 15: Average growth rates in value and volumes of  traditional export crops: 2001-2006

Average growth rate (based on values 
data) % 2001-2006

Average growth (based on volumes 
data) % 2001-2006

14.2 -2.5

80.9 77.0

2.3 -6.0

0.2 -0.2

14.9 13.1

78.0 98.0

Source: Bank of Tanzania (2007)



48 Trade Performance Review

The data for volumes link performance to the level of production. 
The availability of inputs, poor infrastructure and variable weather con-
ditions were some of the domestic factors which accounted for year-to-
year changes in the volumes and quality of crops consigned for export-
ing. Quality was critical to the price and hence the value which a crop 
received on the export market. Variations in commodity prices on the 

The increase in the volumes and value of coffee in 2005 were at-
tributed to an increase in production in the country due to favourable 
weather conditions, the proper use of fertilisers and pesticides, and an 
increase in the coffee price on the world market. The price increase 
was associated with a drop in the global production of coffee because 
of storms that affected production in Latin America and the presence of 
drought conditions in Viet Nam. 

Sisal is another of Tanzania’s traditional exports. In 2005, the price 
of sisal increased slightly while export volumes decreased following a 
fall in production. Tanzania’s tea exports were affected by a decrease in 
the average world market price and a decrease in both the production 
levels and the quality of tea produced by the country’s producers. 

The world average price of cashew nuts also fell and despite do-
mestic problems related to the marketing of cashew nuts, domestic 
output rose.

5. Changes in trade and industrial policy

5.1. Trade policy regime
In the mid-1980s, Tanzania began gradually liberalising its trade 

and exchange rate policies with a view to adjusting the incentives to 

bands and maximum rates were reduced. The escalating tariff structure 
was maintained, with rates ranging from a zero rate for imported inputs, 
pharmaceutical products and capital goods while the highest rate was 

-
rent trade regime.

response to the country’s tariff reforms even though the country’s trade 
patterns were also affected by domestic supply constraints, most no-

foreign and private investment. 
Since the 1990s, Tanzania’s trade policy was informed by a series 

of diagnostic studies and consultations that were rooted in the Inte-
grated Framework for Trade-Related Technical Assistance to Least 
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Table 16: Current features of  Tanzania’s trade regime

Source: WTO (2006); TIPS (2006)  

Developed Countries and which culminated in the National Trade 
Policy of 2003.4 The policy seeks to transform the economy from a sup-
ply constrained one into a competitive export-led entity that is respon-
sive to enhanced domestic integration and wider participation in the 
global economy (United Republic of Tanzania, 2003a). Various issues 
will be addressed through the national trade liberalisation process, in-

-
zania to participate fully in the multilateral trading system, stimulating 
value added activities on primary exports and directing investments 
into export-oriented activities, among others.

4 The Integrated Framework for Trade-Related Technical Assistance to least-devel-
oped countries (IF) is a multi-agency, multi-donor programme that assists the least 
developed countries to expand their participation in the global economy by enhanc-
ing their economic growth and poverty reduction strategies. The IF programme was 

The participating agencies are the IMF, ITC, UNCTAD, UNDP, World Bank and the 
WTO. For more information refer to www.integratedframework.org [last accessed on 
19/05/08].
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5.2. Trade policy reform and regional trade 
   arrangements

Tanzania is engaged in a number of regional and multilateral trade 
arrangements, each of which has a different schedule for trade liber-
alisation.

At a regional level, Kenya, Uganda and Tanzania, for instance, 
have moved towards regional integration despite a failed attempt that 

1977. It was a failure that exposed the risks that countries faced in 
their regional integration efforts. In July 2007, the EAC formally admit-

-
tions of the East African Common Market are under way for 2010 and 
a Monetary Union is expected by 2012. There is, however, a need to 
evaluate progress at each stage of regional integration before moving 
on to the next level. 

The main features of the EAC customs union in its present form 

The establishment and administration of a common external tariff 
(CET) on good and services;

The elimination of trade barriers and non-trade barriers on goods 
and services produced within the EAC states, including common 
safety measures for regulating the importation of goods from 
third parties, such as the phyto-sanitary requirements and food 
standards;

The harmonisation of customs rules and procedures, including 
documentation and a common coding and description of tradable 
goods using a common tariff nomenclature; 

A common valuation method for tradable goods for tax (duty) pur-
poses on a common valuation system;

A structure for collective administration of the customs union; and

A common trade policy that guides the trading relationships with 
third countries or trading blocs outside the customs union, including 
guidelines for entering into preferential trading arrangements, such 
as FTAs, with third parties.5

Trade trends between Tanzania, Uganda and Kenya showed that 
they compared well with the trade trends between Tanzania and the 
SADC region, given that the SADC has more members than the EAC. 

5 EAC 2006, EAC 2005, http://www.eac.int/EAC_customs_U.htm lLast accessed 
20/5/08].
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Table 17: Trade balance between Tanzania and regional economic groupings (US$m): 2001-2005

Regional grouping 2001 2002 2003 2004p

EU 52.8 118.6 -210.5 176.7

-200.6 143.6 -233.7 -213.4

63.9 -57.1 -35.6 -42.3

Source: United Republic of Tanzania’s Ministry of Finance and Economic Affairs (2005b)

Nevertheless, as is shown in Table 17, Tanzania’s trade was great-
er with developed countries, especially those in the EU, than with other 
African countries.

Until 2000, Tanzania was a member of the COMESA. Besides be-
ing a member of the EAC, Tanzania is also a member of the SADC. 

achieving full integration. The problem of belonging to more than one 
bloc confronts Tanzania and a number of other countries in the African 
region. Although each has essentially similar objectives, the costs of 
membership are not transferable. 

Moreover, multiple memberships complicates the decision-making 

its regional economic partnership arrangement (REPAs) or how it 

approaching either individually or as a bloc the opportunities available 
in the multilateral trading system. 

At the time of writing this report, the EAC had initialled an interim 
REPA with the EU.

5.3. Trade policy and multilateral and other trade 
 agreements

Although there are ongoing negotiations pertaining to intra-regional 
trade and regional economic partnerships, Tanzania recognised that 
its capacity had to be developed if it was to implement and participate 
effectively in various multilateral trade institutions, agreements and 
pertinent negotiations. Some of those included the WTO, the General 
Agreement on Trade in Services (GATS), and the agreements linked 
to Trade-related Intellectual Property Rights (TRIPs) and Trade-related 
Investment Measures (TRIMs), among others. 

Tanzania pursued this by providing different levels of training for its 
key staff involved in these processes and negotiations. Analytical and 
policy-making skills were developed as well as the technical, legal, leg-
islative and political competencies of the various national trade policy 
institutions so that they were enabled to interpret and implement the 
country’s obligations and rights. The private sector was also drawn into 
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these capacity building activities, particularly those relating to commod-

the regulations on the rules of origin.
Domestic supply constraints that prevented countries from ad-

equately supplying the world markets, despite market access schemes 
such as the AGOA and the EBA initiative being in place had to be 
addressed and where possible, tackled jointly through a regional 
approach.

The World Bank recognised the need for external assistance to 
be made available to enable poor countries to participate more effec-
tively within the global economy and the WTO processes (Page, 2002; 
World Bank, 2002). Advocates of ‘aid for trade’ wanted the WTO and 
multilateral processes to be characterised by increasing participation 
by and contribution from the world’s poorest countries. It was further 
argued by those advocates that aid should target infrastructure and 
institutional development and build capacity so that the world’s poorest 
countries could participate in the development and implementation of 
trade-related policies and trading rules. Further, national capacities for 
policy research and analysis had to be developed for those poor coun-

reforms and new, joint initiatives for intra-Africa trade and investment 
opportunities.

6. Conclusion

affected by developments occurring on various fronts. Export diver-

yet its NTEs were dominated by minerals, while other non-traditional 

also increased. Trade policy reforms created an attractive investment 
climate for domestic and foreign private investors. Through the forma-
tion of the Confederation of Tanzania Industries (CTI) and the Tanzania 
Private Sector Foundation (TPSF), the government accommodated 
private sector investors’ views, for example, which helped to improve 
Tanzania’s investment climate. However, more efforts and resources, 
including aid, are needed to develop the capacity of the country’s pri-
vate sector to grow, understand and seize opportunities in the interna-
tional market place.

Imports also rose, largely to cater for the capital and intermediate 
inputs demanded by Tanzania’s expanding mining and tourism sectors, 
as well as governmental spending on physical infrastructure projects. 
Whilst the country’s import bill supports growth and investment capac-

future streams of income that would arise from greater employment 
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Challenges remain, though as Tanzania’s infrastructure, particu-
larly in relation to its power, water supply, transport and telecommuni-
cations, is of a low quality yet of a high cost. Counterfeit goods have 
been dumped in the country and there is evidence of unfair competition 

-
sponsible for product and market research. This is compounded by 
general weak research capacity in the country.

There is also a lack of access to land while the poor have low skills, 
and little is spent on the development and education of the labour force. 

savings but high borrowing rates, especially for micro-loans that are 
charged even higher rates. Bureaucracy, corruption and inadequate 
security of property and life are also present in the country and erode 
the potency of Tanzania’s political stability and its ability to lure invest-
ments and tourists to the country.  

It is clear that Tanzania needs to address such issues. Acceler-
ated public investments are still required to address the problems of 
weak infrastructure, particularly in the country’s energy, transport and 
information and communication technology (ICT) infrastructure, so that 

exports sustained and developed. 
Governmental attention is also needed to ensure the operational 

for customs and tax administration and payment regimes, and to create 
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