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Executive Summary 

 
The National Competitiveness Assessment for Tanzania (NCAT) examines the status of 
Tanzania’s competitiveness from both a macro-economic and micro-economic perspective.  The 
purpose of the assessment is to inform policymakers in Tanzania about the current state of the 
country’s competitiveness, to compare Tanzania to other regional and international benchmark 
countries on key measures of competitiveness, and to provide a common understanding, 
framework and language for dialogue about the country’s policy challenges. 
 
A competitive economy is critical for raising a country’s standard of living, creating jobs, 
and sustainably reducing levels of poverty.  While macro-economic conditions matter, 
Tanzania’s future economic growth is likely to be determined at the micro-economic level; a 
function of the success of its companies and industry clusters, enabled by a business 
environment supportive of their efforts.  Achieving competitiveness and economic growth will 
require a partnership between the public and private sectors characterized by dialogue and 
cooperation.  
 
Tanzania’s economy is growing rapidly with positive performance on nearly all 
macroeconomic indicators. Yet widespread poverty eradication will require sustained 
growth at even higher rates.  Tanzania’s macro-economic performance on measures such as 
Gross Domestic Product, Gross National Income, Income Equality, and Inflation have been 
fairly impressive over the past five years when compared with regional rivals.  Examples such 
as India and China have demonstrated that only impressive, sustained rates of growth are 
capable of making major inroads into a country’s poverty levels.  Tanzania’s GDP and GNI 
growth has been solid over the last five years, with real PPP adjusted GDP growth of 4% 
annually, in line with regional performance, and GNI growth of 8% annually, exceeding the 
regional average; while inflation has been kept under control.  However, this pales in 
comparison to the growth registered by high-growth economies that have had substantial 
success in eradicating poverty, such as India and China, and will be jeopardized to some extent 
by the global economic crisis.  Tanzania does feature a low degree of income inequality; better, 
in fact, than either India or China and the best among regional comparators. 
 
Increasing agricultural productivity is critical to sustaining equitable economic growth, 
but new employment must be created in off-farm jobs.  Industry and services have grown at 
between eight and ten percent since 2006.  Agriculture has been growing at half that rate.  With 
nearly 70% of the population currently dependent on agriculture for income, sustaining 
economic growth and reducing poverty will require significant increases in agricultural 
productivity, while still maintaining the high growth rates and new jobs in industry and services.   
 
Political stability and vast natural resources are assets for Tanzania’s economy, but do 
not guarantee competitiveness or prosperity.  Tanzania is consistently recognized 
internationally for its stable institutions and plentiful natural resources.  But these are merely 
strong starting points for building a competitive economy.  A growing economy depends on a 
transparent, supportive business environment, constructive dialogue between the public and 
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private sector, and the ability of Tanzanian companies to operate with success domestically, 
regionally and internationally. 
 
Tanzania is exporting more and attracting more foreign investment, fueling economic 
growth.  However, its competitors are still moving faster to increase the value of exports 
and attract productive investments.  Exports grew at 15% per year over the past five years, 
yet this is still lower than export growth regionally and globally.  In addition, the majority of 
Tanzania exports are still unprocessed bulk commodities.  Tanzania’s performance in attracting 
FDI is similar: healthy growth at 20% per year, but still lower than Uganda (24%), Zambia 
(52%), South Africa (65%) and Kenya (73%) and is composed disproportionately of low-value 
investment (such as extractive industries).  
 
Tanzania’s Global Competitiveness Ranking jumped 13 places in the recent rankings.  
However, Tanzania’s business environment and key factors of competitiveness have 
deteriorated relative to other economies, undermining the population’s ability to prosper.  
By most measures in the Global Competitiveness Report (GCR) and Doing Business (DB) 
index, Tanzania’s micro-economic environment has been deteriorating over several years.   
 
In the GCR, Tanzania has struggled particularly on its Higher Education and Training, failing to 
equip its workers with skills relevant in today’s marketplace.  While 85% of Tanzanians 
complete primary school, only 1.48 percent of Tanzanians enroll in higher education. 
 

Education Levels TZ Kenya Ghana S. Africa 

Primary School Completion Rate (%) 85 93 71 92 

Progression to Secondary School (%) 58 N/A 87 88 

Tertiary Enrollment (%) 1.48 2.75 5.84 15.41 

 
Tanzania continues to suffer from a relatively unsophisticated business environment that is 
unlikely to attract enterprise activity when competing with other countries in the region.  It ranks 
well behind Kenya in key factors of business sophistication.  
 

Business Sophistication-GCR Rank TZ Kenya 

Local Supplier Quality 123 66 

Local Supplier Quantity 116 34 

Value Chain Breadth 118 69 

Control of International Distribution 120 56 

Extent of Marketing 115 71 

Production Process Sophistication 124 101 

 
In the Doing Business report, its greatest challenges are in Obtaining a License, Dealing with 
Construction Permits, Employing Workers, and Registering Property.     
 

Obtaining a License TZ Kenya S. Africa Singapore 

Cost of licenses (% income per cap) 2087 46 28 21 

Days to obtain a license 308 100 174 38 

 
The competitiveness of an economy is determined by the quality of its business 
environment, the productivity of its people, and, ultimately, the competitive performance 
of its companies. Building a competitive economy requires that public and private sector 
leaders understand each other and constructively work together.  The dialogue among 
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Tanzania’s economic leadership is frequent and substantive.  However, urgent issues for the 
economy are not being resolved at an rapid pace.  The results in Tanzania’s rankings in the 
international indices discussed above demonstrate the gravity of the situation.  Without 
collective leadership and action, Tanzania’s competitiveness is at risk of further deterioration.  
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I.  Purpose 
 
The National Competitiveness Assessment for Tanzania (NCAT) serves a number of functions.  
These include the following: 
 
It provides a baseline of information for understanding the state of Tanzania’s 
competitiveness.  Such information will help Tanzania better understand the areas that 
represent its current or potential sources of competitive advantage; as well as weaknesses that 
could be obstacles to enhancing the country’s prosperity.  The baseline information is also 
important because it serves as a starting point against which the country can measure its 
improvement moving forward. 
 
It analyzes the most current, comprehensive data describing Tanzania’s competitiveness 
on the macro-economy and micro-economy.  A country’s competitiveness is determined by 
factors at the macro-economic and micro-economic level.  The macro-economic determinants 
include the levels of Gross Domestic Product (GDP), Gross National Income (GNI), inflation, 
exports, and foreign direct investment (FDI) inflows and outflows.  The micro-economic 
determinants include the business environment, the country’s success in training specialized 
labor appropriate for the demands of a sophisticated economy, and the quality of a country’s 
infrastructure (both physical, such as roads, as well as technological, such as connectivity). 
 
It compares Tanzania’s competitiveness performance against other countries in the 
region and globally.  Competitiveness is by definition relative.  Thus, performance cannot be 
measured in a vacuum.   Tanzania must be constantly assessing its competitiveness against 
regional competitors as well as international best-practice countries.  The following countries 
serve as comparators against which Tanzania is measured:  Chile, China, Ghana, India, Kenya, 
Malawi, Mozambique, Rwanda, South Africa, Uganda, and Zambia.  Each country is either a 
regional peer, top-tier African economy, and/or high-growth emerging economy.  Chile was 
selected because of its strong recent performance, and because Tanzania may find its 
experience instructive as it is, like Tanzania, a natural-resource based economy with substantial 
agricultural exports destined to off-season markets; in addition, Chile has had substantial 
success in adding value in-country to its natural resource exports. 
 
It provides a non-partisan, fact-driven framework for interpreting this data, highlights 
areas of strong and weak performance, and suggests interpretations and implications for 
Tanzania.  One of the advantages to conducting a competitiveness assessment is that it 
provides decision-makers with a common fact base upon which constructive dialogue and 
debate can occur among the public and private sectors and civil society.  It also serves as the 
basis for common understanding of the key issues while providing the parties with a common 
language for discussing competitiveness.    
 
It affords Tanzania’s economic leadership the opportunity to directly confront and 
resolve many of these binding constraints to business growth and competitiveness.  
Once a common understanding of what competitiveness means has been developed, 
Tanzania’s economic leadership will be able to take a systematic and evidence-driven approach 
to prioritizing and resolving the key issues constraining Tanzania’s competitiveness. 
 
This report is not prescriptive.  It does not attempt to provide recommendations about the 
specific issues to prioritize or how Tanzania should address them.  Rather, it simply presents 
the data and helps to interpret the information.   
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The report draws upon multiple sources of data and information.  Two of the most cited sources 
are the annual Global Competitiveness Report (GCR) administered and published by the World 
Economic Forum, and the annual Doing Business (DB) Report administered and published by 
the World Bank.1   
 
The GCR is based on a combination of hard data sources and an Executive Opinion Survey.  
The survey data represents largely the perceptions of a country’s business leaders regarding a 
specific factors about the country’s competitiveness.  The GCR defines competitiveness as “the 
set of institutions, policies, and factors that determine the level of productivity of a country”.  
Productivity is used by the GCR as a proxy for the level of sustainable prosperity that a country 
is capable of achieving.  For more detailed explanation of the GCR methodology see 
http://www.weforum.org/en/index.htm 
 
Similarly, the Doing Business rankings are based on a combination of hard data and survey 
data.  A specific and unique research methodology is used for each grouping of indicators in the 
DB.  For more information on the research methodology see:  
http://www.doingbusiness.org/MethodologySurveys/.   
 
The competitiveness assessment is a predecessor to a national competitiveness report.  There 
are a number of countries that are producing such reports on an annual basis.  The first of these 
was Ireland; it has been followed by numerous others including the USA, UK, Egypt, Pakistan, 
Croatia, Armenia, and Jordan as well as regions such as the Baltic countries.  National 
competitiveness reports serve several purposes:   
 

1) They examine the country’s economic performance over the course of the past year, 
with a close look at tendencies (both positive and negative);  

2) They benchmark the country’s performance against relevant competitors and benchmark 
countries regionally and globally;  

3) They frequently examine in some depth key developments in the country’s top 
industries;  

4) They often make recommendations on the most urgent productivity and policy issues 
facing the economy; and  

5) They serve to raise competitiveness as a topic for national discussion.        
 
II.  Competitiveness and its Importance for Tanzania 
A strong, dynamic, competitive economy creates opportunities for its people to increase their 
own prosperity and raise their standard of living.  Competitiveness, or Ushindano in Kiswahili, is 
the productivity with which an economy puts its physical and human resources to use in 
producing goods and services of value to local, regional and international markets2.     
 
In short, competitiveness is: 
 Better products and services (unique and higher quality) that command higher prices on 

the market 
 Investment in skilled labor force leading to higher wages 
 Higher productivity inputs at a lower cost 
 Better market information 

                                                 
1
 The World Economic Forum and the World Bank just recently announced the summary results for the 2010 GCR and the Doing 

Business Reports.  The specific indicators were not available at the time of this reports submission.  Tanzania’s overall ranking on 
the GCR increased modestly from 113 last year to 100.  However, Tanzania’s ranking on the DB decrease from 127 to 131. 
2
 Productivity can be directly measured by the prices an economy’s good and services command in international markets and the 

efficiency with which they are produced. 

http://www.doingbusiness.org/MethodologySurveys/
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 Expanded access to markets 
 Continuously improving business performance 

  
A country’s potential for competitiveness, and long-run economic growth, is created by a sound 
macroeconomic, political, legal and social context, and a continuous drive to improve the 
microeconomic environment, foster the sophistication of local companies, and increase local 
competition3.   
 
Tanzania’s future economic growth track will be determined by its ability to support sector-
specific growth, driven by: 
 

1. Local companies that are successful in raising the sophistication of their operations 
and strategies and increasing their competitiveness 

2. Industry clusters that are able to coalesce and collectively resolve common 
constraints to the industry’s growth (coordination and market information failures) 

3. Improvements in the business environment and release of cross-cutting, binding 
constraints to economic growth 

 
Tanzania’s competitiveness will determine its ability to reduce poverty by sustaining economic 
growth, creating jobs, increasing exports, taking advantage of the opportunities created by rapid 
technological change and regional economic integration, and successfully and equitably 
transforming its natural resource wealth.   

Reduce Poverty

Create Jobs

Increase Exports

Adopt New Technology

Sustain Economic Growth

Regional Economic Integration

Transform Natural Resource Wealth

Why Competitiveness has become a priority for 

Tanzania’s economic development…

Private Sector Public Sector

 
 
Achieving competitiveness will require close cooperation between both the public and the 
private sector.  

                                                 
3
 Porter, Michael E.  The Competitive Advantage of Nations. New York: The Free Press, 1990. Republished with a new introduction, 

1998. 
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III.  Tanzania’s Recent Economic Performance 
 
Tanzania’s GDP and GNI growth has been solid over the last five years, with real PPP 
adjusted GDP growth of 4% annually, in line with regional performance, and GNI growth 
of 8% annually, exceeding the regional average; while inflation has been kept under 
control.  However, this pales in comparison to the growth registered by high-growth 
economies that have had substantial success in eradicating poverty, such as India and 
China, and will be jeopardized to some extent by the global economic crisis.  Tanzania 
does feature a low degree of income inequality; better, in fact, than either India or China 
and the best among regional comparators.   
 
Tanzania has demonstrated relatively strong recent economic performance.  We will examine its 
performance on a number of factors, including GDP, GNI, degree of income equality, and 
inflation.        
 
Gross Domestic Product (GDP) 
 
Tanzania has sustained impressive real GDP growth over the past five years, registering a 
compound annual growth rate (CAGR) of just over 4% over the period 2003-2007.  However, its 
neighbors have performed similarly well (see Figure 1); which raises the question of how much 
Tanzania’s growth is due to success in managing the economy, or propelled by regional growth. 
 
  

Compound Annual Growth Rate of Real GDP per Capita, 2003 - 2007
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Source:  World Bank 2009, TCCP Calculations.  Using Constant 2005 International $  
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Tanzania has sustained an impressive GDP growth rate over the past 5 years, but its 

neighbors have as well.  Is Tanzania leading regional growth or vice-versa?

Figure 1. Tanzania’s Prosperity: Gross Domestic Product

 



Tanzania National Competitiveness Assessment 2009 
Cluster Competitiveness Project 

9 

Although GDP growth on a per capita basis has been solid, it is not markedly higher than South 
Africa and Chile, both of which have much higher absolute GDP per capita numbers; and is 
substantially lower than China and India, both of which have much higher growth rates (at 12% 
and 8% respectively) in spite of relatively similar GDP per capita figures.   
 
Figure 2 depicts what this means in terms of total GDP growth over that period of time; relative 
to 2002 levels, Tanzania’s current GDP is about 35% higher, leading regional competitors.  It 
also provides some perspective on what the higher growth rates have meant to China and India; 
China, for example, has nearly doubled its GDP per capita over the same period of time.   As 
noted above, this also has important implications for a country’s ability to lift its people out of 
poverty.  In China, for example, growth rates of 10% or greater were a substantial contributor to 
halving poverty rates from 1990-99.4   
  

Source:  World Bank 2009, TCCP Calculations

Figure 2. Recent Economic Performance

Regional Prosperity
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Composition of GDP Growth 
 
Growth in Tanzania has been propelled by industry and services, each of which have 
approximately doubled the rate of growth of the agriculture sector, as depicted in Figure 3 
below.  However, industry and services together represent only 50% of the GDP and only about 
30% of the employed population in the economy, while the remaining 70% of the population is 
dependent on agriculture as the main source of income.  Sustaining growth and prosperity in the 

                                                 
4
 According to a July, 2001 report by Chen and Wang for The World Bank, using a poverty line of $.75 per day, instances of poverty 

in China were reduced during the 1990s from 17.1% to 8.9%; when using a poverty line of $1 per day (the World Bank’s official 
poverty line), poverty over the same period dropped from 31.5% to 17.4%. 
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medium and long-term will require significant increases in agricultural productivity to 
complement the high growth in industry and services.  Yet as agricultural productivity increases, 
off-farm jobs creation will be required to ensure employment opportunities.  
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Figure 3.  Recent Economic Performance

Sectoral Sources of Growth in Tanzania

Source:  IMF Country Report 09/179, June 2009

Growth in Tanzania has been propelled by Industry & Services, though both still 

represent just 30 percent of employment.  In the face of an economic downturn, 

sustaining growth will require significant increases in agricultural productivity

Annual % GDP 

growth by Sector

 
 
 
Gross National Income (GNI)5 
 
Tanzania’s GDP growth per capita, while important, means little if it does not translate into 
increased prosperity for its people.  Gross national income is a measurement of how much 
wealth in accruing to the country.  As illustrated in Figure 4 below, Tanzania’s absolute GNI per 
capita (adjusted for PPP) is similar to its neighbors’, but its compounded rate of growth from 
2003-2007 (at around 8%) outperforms its regional rivals.  It does still fall short of the per capita 
increases in GNI posted by India and China, at only about 2/3 of India’s rate and only about half 
of China’s.   
 

                                                 
5
 Growth Domestic Product (GDP) measures output produced by factors of production located within a country’s borders. Because 

GDP includes output produced by factors of production originating from sources of both domestic and foreign origin, high levels of 
foreign factors of production (such as inward investment and labor) may result in a substantial portion of GDP that leaves the 
country.  GNI (formerly known as GNP) considers output produced by a country’s nationals, both within and outside of the country’s 
borders; and is considered by many to be a better measure of the wealth accruing to a country.      
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Compound Annual Growth Rate of Real GNI per Capita, 2003 - 2007
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Source:  World Bank 2009, TCCP Calculations

Figure 4. Tanzania’s Prosperity: Gross National Income

The Tanzanian economy is the highest performer in the region in growing the 

income levels of its people.  What is required to match India and China?

 
 
 
Income Equality/Inequality 
 
Another important measure of national well-being is the Gini Coefficient, which is a measure of 
income inequality (a higher Gini Coefficient reflects a lower degree of equality; greater equality 
is represented by a lower Gini Coefficient).  Rates of GNI per capita can obscure inequalities in 
the distribution of income growth.  The Gini Coefficient attempts to capture the extent to which 
the benefits from growth are equally distributed.   
 
Tanzania performs exceptionally well on this measure at just over 40 (see Figure 5), reflecting a 
higher degree of equality than its neighbors.  This is especially impressive in light of the fact that 
it has shown one of the highest growth rates in the region.  As demonstrated in the case of 
South Africa and Chile, countries with higher levels of overall prosperity can also have greater 
degrees of inequality.  Tanzania’s challenge, then, will be sustaining or increasing its levels of 
economic growth and prosperity while expanding, or at least maintaining its higher level of 
equality.   
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How can Tanzania continue to achieve sustained economic growth with equality?

Figure 5.  Recent Economic Performance

Equality of Income

Source:  World Bank 2009  
 
 
Inflation 
 
Inflation erodes the purchasing power of a country’s currency, and is thus an important measure 
of economic health.  Although inflation in Tanzania has been relatively low relative to other 
African countries, both in 2007 as well as over the last five years (at 6.0% and 8.7% 
respectively, as reflected in Figure 6), inflation is projected to jump to 11% for 2009 due to 
recent food and fuel shocks.      
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Inflation has been relatively low in Tanzania compared to other African countries, 

but with the recent food and fuel shocks, 2009 inflation is projected at 11%. 

 
 
 
Impact of the Global Economic Crisis  
   
The IMF projects that the crisis will cut the rate of growth by nearly 40% in 2009.  As mentioned 
in the previous section, food and fuel price shocks have led to increased inflation, compounding 
the problem for a large portion of Tanzania, especially the most vulnerable.  However, a couple 
of factors are working in its favor.  For one thing, Tanzania, like many countries on the 
continent, has benefited from its limited integration with the global system, which has insulated it 
from the immediate effects of the global financial crisis.  In addition, its relatively low levels of 
public debt have positioned Tanzania well to handle the crisis.  Tanzania’s primary exposure at 
the moment appears to be risk from reduced global demand and subsequent lower revenues in 
its main export-oriented industries (including tourism, cotton, and coffee). 
 



Tanzania National Competitiveness Assessment 2009 
Cluster Competitiveness Project 

14 

IV.  State of Tanzania’s Competitiveness 
 
A.  Exports and Investment 
 
Although Tanzania’s exports have been increasing at a healthy pace, a closer look 
suggests that the country has underperformed relative to the growth of trade regionally 
and globally; and that exports are composed heavily of low value-add natural resource 
based products.  An analysis of FDI inflows paints a similar picture; healthy growth but 
still underperforms regional and global flows and is composed disproportionately of low-
value investment (such as extractive industries).   
 
Exports of Goods and Services 
 
Since 2001, Tanzania’s exports of goods and services have grown at a rate of 15% annually, 
with the rate of increase of goods exports outstripping service exports.  While goods 
represented slightly under half of Tanzania’s exports in 2001, they totaled about 55% of total 
exports of goods and services in 2005-2007.  Tanzania’s export growth is depicted in Figure 7.    
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Exports of both goods and services have been growing steadily and have more 

doubled since 2001…

Figure 7.  State of Tanzania Competitiveness

 
 
While Tanzania’s exports have grown markedly over the past several years, exports of goods 
and services worldwide have been increasing as well; in fact, they have been increasing much 
faster than Tanzania’s.  This is reflected in Figure 8 below, which shows Tanzania’s overall 
market share as a percentage of total world exports; Tanzania’s share of global exports has 
dropped slightly over the past six years.  This indicates that the increase in exports that 
Tanzania has experienced is more a function of upward trends in world trade – driven by a more 
open, global environment, than any increase in the underlying competitiveness of Tanzania’s 
goods and services.   
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Figure 8.  State of Tanzania Competitiveness

Exports of Goods and Services: World Export Market Share

Source:  World Bank 2009, TCCP Calculations

…But world markets have been growing just as fast, and in the case of services, 

even faster, so Tanzania’s share in the global market has remained unchanged

 
 
 
Tanzaniaôs Export Portfolio 
  
Tanzania is still highly dependent on natural resources, with limited value-add activities and 
services based on skilled human resources (see Figure 9).  Commodity-based exports, due to 
their undifferentiated nature, compete primarily on price, creating very few high-paying jobs and 
with limited potential to lift a country’s prosperity.  It also makes them highly subject to factors 
outside of a country’s control, such as exchange rate fluctuations.   
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Figure 9.  State of Tanzania Competitiveness
Mapping the Economy - Illustrative

 
 
 
For a more detailed look at Tanzania’s exports, Figures 10 and 11 below present a visual 
depiction of Tanzania’s export portfolio.  The Y-axis represents the share of each industry sector 
(as a percentage of world exports); while the X-axis represents growth in that industry from the 
years 2003-2007.  So, for example, Tanzania tea has the highest share of its world market than 
any other Tanzania export.  Tea is also growing its share of the market, although its share 
appears to be growing at less than a 5% clip.  Coffee is Tanzania’s next highest export as a 
percentage of its world market share; growing its share at a similar pace as tea.  Fertilizers, 
conversely, represent a very small percentage of world market share overall; but its market 
share is growing at a much faster clip.   
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This depiction is useful because it tells us what products are likely current sources of revenue, 
as well as potential future sources of growth in export earnings.  In the examples presented 
above, tea and coffee are currently two of Tanzania’s most competitive exports.  Products like 
fertilizers, with relatively small market share, are not current generators of substantial income, 
may be sources of future growth.   
 
However, the future performance high-growth products (such as fertilizers and plastics) that 
demonstrate very high growth rates while representing a very low percentage of total world 
output should be considered with caution.  It is always easier for exports of a given product to 
grow quickly from a very low base than it is to show rapid growth from a higher base.  It is likely 
that, as the absolute amount of fertilizer exports increase, the rate of growth will decrease.  It is 
also important to note that growth in these new export sectors is very fragile as discussed 
below. 
 
Export data can be an excellent place to begin in analyzing a country’s competitiveness.  
However, trade flow analysis does have several drawbacks that one should be aware of when 
interpreting the data: 
 

1. Exports volumes may be a function of low prices rather than higher value.  The latter is 
typically a more accurate reflection of a country’s true competitiveness. 

2. Export growth rates may fluctuate dramatically from year to year.  Such fluctuations are 
common in lower value-add goods that compete primarily on price (such as commodity 
exports); and may be more a function of a fluctuating exchange rate, for example, than 
any fundamental change in the value that buyers assign to the product. 

3. Looking solely at exports can overlook products that have demonstrated the potential for 
competitiveness on world markets but have not realized their full potential (due either to 
regulatory or non-regulatory constraints in the value chain). 

4. Exports may be a better indicator of true competitiveness for smaller countries than for 
larger ones.  Competitive products in smaller countries tend to seek export markets 
given limited local demand; in larger countries trade flow analysis is more likely to 
overlook products that are very competitive domestically but may not be exported in 
great quantities.          

 
Foreign Direct Investment 
 
Another measure of competitiveness is foreign direct investment.  Investment seeks locations 
where the value of a unit of input can be maximized relative to other alternative locations; that 
is, where a country’s factors of production (land, labor, and capital) can most efficiently be 
utilized.   
 
If we look at the years 2003-2007, we can see from Figure 12 below that FDI inflows in 
Tanzania have increased about 20% annually.  Like Tanzania’s export figures, however, it is 
important to determine whether this is a function primarily of an upward trend (either at the 
global or regional level) in FDI flows overall, or whether Tanzania has been able to capture a 
higher percentage share of all flows.  In other words, is Tanzania attracting more of the growth 
in FDI than its neighbors? 
 
When compared to its regional peers, Tanzania’s performance has been more modest.  In fact, 
of the regional comparators we are using for the purposes of this report, only Mozambique has 
shown a lower rate of growth.  While it is reasonable to expect that Rwanda and Malawi’s rates 
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of growth (at 95% and 93.5% respectively) would be substantially higher than Tanzania’s given 
the relatively low base from which they started, countries with higher total inflows (such as 
South Africa) and countries with relatively similar levels (such as Zambia and Kenya) all 
attracted foreign direct investment at a higher rate than Tanzania during that period. 
 
The nature of the investment is just as important (if not more important) than the absolute 
amount of the investment.  Some investment (such as that in extractive industries), while a 
generator of employment, frequently results in jobs with low value-add and limited technology 
transfer.  Other forms of investment, such as that which has been made in software 
development in India (particularly in Bangalore), offers the promise of a transfer of knowledge 
and technology that can serve as a driver of economic growth.  Tanzania should be tracking the 
type of investment coming into the country (possibilities include financial, property, extractive, or 
productive, for example) and the types of investors making those investments.  It is also 
important to identify whether current investors are expanding their portfolios; and why they are 
or are not doing so.  
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Foreign Direct Investment in the Region

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

Source:  World Bank 2009, TCCP Calculations

Tanzania’s attraction of FDI has grown substantially in the past five years, but it’s 

neighbors have successfully attracted even more

 
 
B.  Business Environment 
 
The Global Competitiveness Report (GCR) and Doing Business (DB) indicators show that 
not only is Tanzania struggling with its competitiveness relative to its regional rivals; but 
that it has slipped dramatically in the just the last few years.  This has serious 
implications for future entrepreneurship and investment.  In the GCR, Tanzania struggled 
particularly on its Higher Education and Training and Business Sophistication Measures; 
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it scored best on Institutions.  In Doing Business, its greatest challenges are in Dealing 
with Construction Permits, Employing Workers, and Registering Property.    
 
Two well-known annual reports for measuring the business environment are the Global 
Competitiveness Report and the World Bank’s Doing Business index.  The reports feature very 
different methodologies, as well as different approaches to looking at the operating environment 
for business.  We will examine each in detail, breaking down the numerous components of 
each; while also looking at Tanzania’s performance in the most recent publication year (2009).     
 
Global Competitiveness Report Rankings6 
 
The GCR measures competitiveness across 12 pillars of economic growth.  Each of these 
pillars is examined briefly below; followed by an assessment of Tanzania’s performance on 
each, as compared with South Africa, Mozambique, Kenya, and Uganda.  All rankings are out of 
134, the total number of countries evaluated by the GCR for the 2009 report.  A more complete 
definition of the pillars can be found in the 2009 GCR, available online.  Tanzania’s overall rank 
was 113th, better than Uganda (128th) and Mozambique (130th), but trailing South Africa (45th) 
and Kenya (93rd).  Its overall ranking has also slipped from 104th two years ago.7  Tanzania’s 
competitiveness on each pillar is depicted in Figure 13.     
 

 

                                                 
6
 The Global Competitiveness Report (GCR), published annually by the World Economic Forum (WEF), is probably the most 

sophisticated attempt that has been made to date to capture, in a quantifiable way, the competitiveness of the world’s nations.  
While some of the measures are based on objective data, the GCR is based primarily on an Executive Opinion Survey, and thus 
represents largely the perceptions of a country’s opinion leaders regarding a country’s competitiveness.  The WEF defines 
competitiveness as “the set of institutions, policies, and factors that determine the level of productivity of a country”.  Productivity is 
used by the WEF as a proxy for the level of sustainable prosperity that a country is capable of achieving.  For more detailed 
explanation of the GCR methodology see http://www.weforum.org/en/index.htm  
 
7
 The 2006-07 GCR ranked only 125 countries, relative to the 134 from the most recent year’s report.  Therefore, cases where 

Tanzania has dropped in the rankings may be in part attributable to additional countries being added to the index.  It is also 
important to note that the GCR has undergone some methodological changes over time, which may also account for minor 
variances. 
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Institutions.  Institutions encompass both public and private institutions.  Public institutions play 
an important role in guaranteeing property rights; they also play an important role in defining the 
enabling environment for business.  Private institutions have a critical role to play in assuring 
that ethics and good governance are observed.  Tanzania performed very well on this measure, 
finishing 76th overall, substantially better than Kenya (93rd) and well above Mozambique (112th) 
and Uganda (113th).  It was surpassed in the peer group only by South Africa, at 46th.   
 
Tanzania’s relatively good performance on institutions is driven by continued overall peace and 
stability and strong ranks on organized crime (51st), wastefulness of government spending and 
burden of government regulation (56th), public trust of politicians (60th), efficacy of corporate 
boards (64th), and judicial independence (66th).  Uganda and Kenya were both adversely 
affected by the business costs of terrorism (Uganda at 121st and Kenya at 129th); Kenya was 
also adversely affected by the business costs of crime and violence (126th); while Uganda 
suffered primarily from favoritism in the decisions of government officials (126th).  South Africa’s 
rank was driven primarily by its strength of auditing and reporting standards (4th) and the 
efficacy of corporate boards (8th). 
 
Although Tanzania posts a fairly impressive rank relative to regional competitors, it has slipped 
20 spots from 56th on institutions just two years ago.  This is due in large part to slippage in 
some of its former competitive strengths, including the wastefulness of government spending 
(where it has dropped from 26th to 56th); favoritism in decisions of government officials (from 29th 
to 76th); burden of government regulation (30th to 56th); and public trust of politicians (37th to 
60th).  Although institutions represent a relative strength for Tanzania, that advantage has been 
eroding rapidly over the past two years (see Figure 14).   

Property rights 101 -28

Intellectual property protection 101 -23

Diversion of public funds 103 -41

Public trust of politicians 60 -20

Judicial independence 66 -23

Favoritism in decisions of gov-t officials 76 -44

Wastefulness of gov-t spending 56 -32

Burden of government regulation 56 -30

2009
Change in rank 

from 2007

Figure 14. State of Tanzania Competitiveness
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Infrastructure.  Infrastructure refers to the physical infrastructure that 1) enables the effective 
functioning of an economy, 2) determines where economic activity is located, and 3) determines 
what kinds of activities or sectors can develop in a given economy.  These factors include 
transport (roads, rail, ports, and airports); the telecommunications network; and electricity 
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supply.  Tanzania finished 118th on this measure.  South Africa, at 48th, boasted the best 
infrastructure; Mozambique, at 124th, scored lowest of the comparators.       
 
Tanzania’s relatively low score on this measure is driven by its weaknesses in number of 
telephone lines (129th) and quality of its electricity supply (122nd).  Telephone lines was a 
weakness across the region, with every country but South Africa finishing 121st or lower; even 
South Africa ranked only 91st.  The countries that performed best overall were driven primarily 
by their availability of seat kilometers (South Africa was 21st and Kenya 56th, while Tanzania 
was only 87th); and by their quality of air transport infrastructure (South Africa was 25th and 
Kenya 68th), while Tanzania ranked well behind 111th.   
 
Here again, Tanzania has fallen substantially (25 spots) from 93rd two years ago on 
infrastructure (see Figure 15).  This has been a function of drops across the board; although 
most notably in the quality of roads (from 73rd to 109th); quality of railroads (56th to 79th); quality 
of port infrastructure (68th to 113th); and the quality of overall infrastructure (75th to 112th).  
Infrastructure is of critical importance to the future performance of Tanzania’s economy and its 
deteriorating performance in this category is troublesome.  

Quality of overall infrastructure 112 -37

Quality of roads 109 -36

Quality of railroad infrastructure 79 -18

Quality of port infrastructure 113 -43

Quality of air transport infrastructure 111 -23

Available seat kilometers - air (hard data) 87 -4

Quality of electricity supply 122 -14

Telephone lines (hard data) 129 -14
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from 2007

Figure 15. State of Tanzania Competitiveness

GCR: Infrastructure Tanzania rank: 118 out of 144
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Macroeconomic Stability.  Macroeconomic stability (as measured by things like inflation and 
budget deficits) is a critical prerequisite to growth.  Tanzania was 108th on this measure, similar 
to Kenya (107th) and Mozambique (112th).  Both South Africa and Uganda did much better on 
this measure. 
 
Tanzania performed quite well on government debt, where it ranked an outstanding 25th overall; 
however it was dragged down by a low national savings rate (128th) and government surplus 
/deficit (117th).  Uganda’s high performance was also due in large part to low levels of 
government debt (27th); its primary advantage over Tanzania was its national savings rate 
(59th).8 
 

                                                 
8
 There is a substantial gap between Tanzania’s (annual) deficit, on which it scored in the bottom 20% of all countries, and its 

(accumulated) debt, on which it scored in the top 20% of all countries.  While these two things are not necessarily mutually 
exclusive, it is uncommon to see such a large disparity between a country’s performance on these two indicators.  A possible reason 
for this is that large amounts of debt have been forgiven under the HIPC Initiative, of which Tanzania has been a beneficiary.  
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Tanzania has fallen 8 places in its ranking on macroeconomic stability, from 100th two years ago 
(see Figure 16).  This has been driven primarily by government deficit (87th to 117th); in fact, the 
deficit has been growing each year since 2002, climbing steadily from .4% then to 11.5% in 
2007. Another primary cause has been the national savings rate, on which Tanzania has fallen 
from 86th to 128th.  Tanzania still maintains relatively low levels of government debt; however, 
the overall debt is likely to increase rapidly if Tanzania continues to run larger and larger 
deficits.          

Government surplus/deficit 117 -13

National savings rate 128 -43

Inflation 89 -21

Interest rate spread 92 +3

Government debt 25 +47
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Figure 16. State of Tanzania Competitiveness

GCR: Macroeconomic Stability Tanzania rank: 108 out of 144
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Health and Primary Education.  Health and education are the platform upon which a country 
develops the productive potential of its people.  Tanzania ranked 117th on this measure, 
comparable to regional comparators (all of which ranked between 108th and 133rd).          
 
As noted above, Tanzania, like the regional comparators, struggles on this pillar.  In fact, its 
scores were almost uniformly low across the board (it ranked no better than 112th on any 
measure, and as low as 133rd on malaria incidence), with the striking exception of primary 
enrollment, on which it was 22nd.  Other countries in the region notably demonstrated strengths 
on educational expenditures relative to their overall rankings (Kenya 17th, South Africa 32nd, 
Uganda 74th, and Mozambique 83rd); Tanzania was just 112th on this measure.  However, 
primary enrollment in each was substantially worse than in Tanzania, with South Africa, at 97th, 
the best of the lot.  Ranked 118th two years ago, Tanzania has barely advanced overall; 
although primary enrollment has jumped from 116th, with enrollment leaping from 54.4 to 97.8 
per 100. 9  (see Figure 17). 

                                                 
9
 The disparity in the data from 2007 to 2009 may suggest measurement error rather than any step change in performance.  
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Business impact of malaria 127 -8

Malaria incidence 133 -26

Business impact of tuberculosis 127 -11

Tuberculosis incidence 118 -13

Business impact of HIV/AIDS 123 -3

HIV prevalence 126 -11

Infant mortality 113 -9

Life expectancy 123 -12
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Figure 17. State of Tanzania Competitiveness

GCR: Health and primary education Tanzania rank: 117 out of 144
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Higher Education and Training.  Higher education and training measures the ability of a 
country’s workforce to develop more specialized skills that can be directly applied to a specific 
industry and vocation; this is one of the primary determinants in a country’s ability to move 
successfully up the value chain in the core sectors and sub-sectors of the economy.  This 
measure includes higher education as well as vocational training and in-house training 
conducted by enterprises.  Tanzania finished near the bottom of the rankings on this measure, 
at 132nd; regional comparators were slightly better, particularly South Africa (57th) and Kenya 
(86th).  Uganda and Mozambique performed about the same as Tanzania. 
 
This category provided one of the most striking differences between Tanzania and regional 
comparators.  Tanzania posted low marks across the board; finishing no better than 95th overall 
on any measure within the index, dead last on secondary enrollment, and 130th on tertiary 
enrollment (more on this later in the assessment).  Meanwhile, Kenya was 33rd in overall quality 
of the educational system, 36th in the local availability of research and training centers, and 47th 
on the extent of staff training.  South Africa was 15th on the extent of staff training, 25th on the 
quality of management schools, and 29th on the local availability of research and training 
services. 
 
Tanzania has slipped on this measure from 112th two years ago (see Figure 18).  Secondary 
and tertiary enrollment levels were similarly poor at that time; and Tanzania has slid on the 
quality of its math and science education (from 103rd to 125th); the quality of its management 
schools (from 96th to 122nd); and particularly on the local availability of its research and training 
services (from 54th to 107th).  One can conclude that not only is Tanzania underperforming on 
higher education and training; but that the situation is actually deteriorating.   
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Secondary enrollment 134 -14

Tertiary enrollment 130 -16

Education expenditure 112 -10

Quality of the educational system 95 -10

Quality of math and science education 125 -26

Quality of management schools 122 -23

Internet access in schools 128 -25

Local availability of specialized research 

and training services
107 -39
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from 2007

Figure 18. State of Tanzania Competitiveness

GCR: Higher education and training Tanzania rank: 132 out of 144
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Goods Market Efficiency.  Goods market efficiency measures the extent to which goods that are 
produced are those for which there is demand; that is, whether supply and demand are being 
matched through efficient markets.  This is generally determined by the degree of market 
competition.  Tanzania ranked 111th on this measure, slightly better than Uganda and 
Mozambique; but not nearly as high as South Africa or Kenya. 
 
A careful look at the data suggests that Tanzania was adversely affected by the burden of 
customs procedures, on which it ranked 124th; as well as its degree of customer orientation 
(117th); intensity of local competition and extent of market dominance (111th); and buyer 
sophistication (110th).  By comparison, Kenya scores 33rd on its degree of customer orientation; 
71st on intensity of local competition; and 77th on its extent of market dominance.  It ranked only 
96th on buyer sophistication.  This suggests that Tanzania’s businesses feature a general lack of 
sophistication, probably the underlying cause of its heavy dependence on primary products. 
 
Tanzania’s ranking on these factors has deteriorated sharply since the 2006-2007 report was 
produced (see Figure 19).  At that time, Tanzania was 83rd on the extent of local competition; 
84th on the extent of market dominance; and 81st on buyer sophistication.  This data would 
suggest that consolidation is taking place, with more economic activity concentrated in fewer 
firms.  This is likely to be unhealthy in the long run because it reduces the level of competition; 
economies with higher levels of domestic competition are more likely to see firms upgrading in 
response to competitive pressures, ultimately enhancing their international competitiveness. 
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Intensity of local competition 111 -31

Extent of market dominance 111 -39

Effectiveness of anti-monopoly policy 89 -26

Extent and effect of taxation 71 -23

Total tax rate 67 -15

Number of procedures to start a business 103 -11

Time required to start a business 66 -13

Agricultural policy costs 81 -58
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Change in rank 

from 2007

Figure 19. State of Tanzania Competitiveness

GCR: Goods market efficiency Tanzania rank: 111 out of 144
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Labor Market Efficiency.  Labor market efficiency measures the efficiency and flexibility of the 
labor market such that workers are allocated to their most efficient use in the economy.  Labor 
market efficiency captures both the ability of businesses to lay off workers in times of recession 
and to hire them when the economy is thriving; as well as the ability of workers to easily find 
new opportunities.  Tanzania scores fairly well on this measure, at 73rd.  In fact, it appears to be 
a regional strength; Uganda was 25th and Kenya 40th; while none of the comparators were 
outside of the top 100. 
 
Tanzania features particularly strongly on this measure due to its extraordinarily high levels of 
female participation in the labor force, where it was 4th overall.  It also performs fairly well on 
firing costs (57th), reliance on professional management (60th) and non-wage labor costs (65th).  
Uganda has been the region’s model of reform in this regard, scoring 2nd on the flexibility of 
wage determination and 4th on the rigidity of employment; as well as 11th in female participation 
in the labor force, 12th in hiring and firing practices, and 19th in firing costs.  Kenya has also 
performed well, driven by non-wage labor costs (14th), hiring and firing practices (21st) and 
rigidity of employment (27th).   
 
Tanzania has fallen to 73rd from 53rd in 2006-07.  This was driven primarily by deteriorations in 
labor-employer relations (down 44 places from 56 to 100), the flexibility of wage determination 
(from 67 down to 102), and hiring-firing practices (down to 98 from 61); although Tanzania fell 
on all indicators.  
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Cooperation in labor-employer relations 100 -44

Flexibility of wage determination 102 -35

Non-wage labor costs 65 -7

Rigidity of employment 121 -6

Hiring and firing practices 98 -37

Extent and effect of taxation 71 -23

Total tax rate 67 -15

Firing costs 57 -8
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Change in rank 

from 2007

Figure 20. State of Tanzania Competitiveness

GCR: Labor market efficiency Tanzania rank: 73 out of 144
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Financial Market Sophistication.  Financial markets are important for allocating resources to 
their most productive uses.  The proper functioning of financial markets assure that capital is 
available for investment, and that productive ideas can find the capital necessary to bring them 
to fruition.  Tanzania ranked 94th on this measure; once again the regional leader was South 
Africa (24th) and Kenya (44th); both Uganda and Mozambique underperformed relative to 
Tanzania. 
 
One of Tanzania’s primary weaknesses in this area relative to the regional leaders was access 
to finance; in equity financing it finished 88th; in ease of access to loans, 94th;, and in venture 
capital availability, 111th.  Kenya, on the other hand, ranked 25th, 36th, and 61st, respectively; and 
South Africa 4th, 31st, and 29th.  This suggests that it is generally difficult for Tanzanian firms to 
access the capital they need to grow, expand, and create employment; businesses are more 
likely to gravitate to Kenya, for example, because of the friendlier operating environment.  We 
will see this trend repeated later on when we examine the Doing Business indicators.  Kenya 
also demonstrated strength the legal rights index (8th); and South Africa on the regulation of 
securities exchanges (5th) and the strength of investor protection (9th).   
 
Tanzania has fallen to its current ranking from 70th in 2006-07.  On financing through the local 
equity market has fallen from 65th to 88th; and on venture capital availability Tanzania is down 
dramatically, from 73rd to 111th.  On soundness of banks, Tanzania is down from 58th to 94th.  
Based on this data, it would appear that access to capital is becoming more and more difficult.  
One positive development is the strength of investor protection, where Tanzania improved from 
96th to 67th.   
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Financial market sophistication 111 -20

Financing through local equity market 88 -23

Ease of access to loans 94 -12

Venture capital availability 111 -38

Restriction on capital flows 86 n/a

Strength of investor protection 67 +19

Soundness of banks 94 -36

Regulation of securities exchanges 94 n/a
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from 2007

Figure 21. State of Tanzania Competitiveness

GCR: Financial market sophistication Tanzania rank: 94 out of 144
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Technological Readiness.  Technological readiness measures the extent to which economies 
are able to adopt and adapt new technologies to enhance the productivity of their industries.  
Tanzania scored 117th on this measure, similar to the performance turned in by Uganda and 
Mozambique.  South Africa (49th) and Kenya (93rd) were the top comparators. 
 
This is a key area on which Tanzania has struggled.  As in both Kenya and South Africa, 
Tanzania’s biggest problems have involved connectivity; on mobile telephone subscribers, 
internet users, personal computers, and broadband internet subscribers, Tanzania is ranked 
116th, 122nd, 116th, and 126th, respectively.  Kenya fares little better, at just 111th, 94th, 110th, and 
106th, while even regional leader South Africa underperforms (48th, 95th, 68th, and 77th).  The 
difference between South Africa and Kenya relative to Tanzania, however, has been in their 
ability to gain access to leading technologies from outside sources; Kenya is 35th on FDI and 
technology transfer, and 66th on firm-level technology absorption.  South Africa is 38th on FDI 
and technology transfer, 32nd on firm-level technology absorption, and 37th on the availability of 
the latest technologies.  Tanzania, meanwhile, ranked only 89th on FDI and technology transfer, 
and just 112th on firm-level technology absorption. 
 
Tanzania has plummeted 35 spots from 87th just two years ago (see Figure 22).  This is largely 
a function of falls in its rank on the same measures noted above; from 29th to 89th on FDI and 
technology transfer; and from 76th to 112th on firm-level technology absorption.  This suggests 
that Tanzania’s firms are having increasing difficulty getting access to the technologies they 
need in the absence of any local ability to produce these technologies themselves (as reflected 
in Tanzania’s scores on the innovation pillar below); and likely do not have the sophistication to 
absorb even those technologies that are available to them.   
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Availability of latest technologies 94 -14

Firm-level technology absorption 112 -36

Laws relating to ICT 110 -31

FDI and technology transfer 89 -60

Mobile telephone subscribers 116 -8

Internet users 122 -14

Personal computers 116 -11

Broadband Internet subscribers 126 -28

2009
Change in rank 

from 2007

Figure 22. State of Tanzania Competitiveness

GCR: Technological readiness  Tanzania rank: 117 out of 144
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Market Size.  Although market size is in some ways less relevant in the era of globalization, 
when effectively a company’s potential “market” may be the entire world, large markets do 
provide some benefit because they allow companies to exploit economies of scale.  Tanzania 
scores well on this measure, at 80th; slightly better than Uganda (96th) but not quite as well as 
Kenya (71st).  South Africa leads among comparator countries, at 23rd; Mozambique, at 107th, 
scored least well. 
 
Overall, Tanzania has improved from 87th in 2006-2007 to 80th in 2008-09.  This is primarily a 
function of slight increases in the domestic market size index and GDP valued at PPP.  
Tanzania’s ranking has been dragged down by its imports and exports; it has fallen 12 places 
on imports and 16 spots on exports.   

Domestic market size index 75 +6

GDP valued at PPP 78 +4

Imports as a percentage of GDP 96 -12

Exports as a percentage of GDP 120 -16

Foreign market size index 98 -1

2009
Change in rank 

from 2007

Figure 23. State of Tanzania Competitiveness

GCR: Market size Tanzania rank: 80 out of 144
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Business Sophistication.  More sophisticated enterprises are better able to achieve higher 
efficiencies in the production of goods and services.  Business sophistication is a function both 
of what happens at the firm level (including both operations and strategy), as well as the 
interactions between firms in common economic systems, such as clusters.  Tanzania ranked 
109th on business sophistication; only Mozambique (128th) was lower.  South Africa (33rd), 
Kenya (63rd), and Uganda (97th) all performed better.  
 
Within the Business Sophistication indicators, Tanzania scores best on Reliance on 
Professional Management (60th), State of Cluster Development (79th), and Willingness to 
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Delegate Authority (83rd).  It performs least well on Production Process Sophistication (124th), 
Local Supplier Quality (123rd), Control of International Distribution (120th), Value Chain Breadth 
(118th), Local Supplier Quantity (116th), and Extent of Marketing (115th).  On each of these 
measures Tanzania did worse than its overall ranking.  These are brought into sharp relief by 
Kenya’s performance on the same measures; Kenya substantially outperformed Tanzania on 
each, particularly on Local Supplier Quantity (34th), Local Supplier Quality (66th), Value Chain 
Breadth (69th), Control of International Distribution (56th), and Extent of Marketing (71st).   
 
Tanzania has seen a dramatic deterioration in its rank on business sophistication over the 
course of the past two years, to 109th from 84th.  While Tanzania has fallen at least 20 places on 
nearly every measure, it has plummeted particularly on local supplier quantity (from 81st to 
116th) and supplier quality (from 92nd to 123rd).  It has also suffered a steep decline on 
willingness to delegate authority, from 46th to 83rd.  
 
Taking a broader view, this data suggests that, while the management capability of Tanzania’s 
firms is fairly strong, both Tanzanian firms individually as well as the broader economic system 
that they are a part of lack sophistication.  It suggests that Tanzanian firms are involved 
primarily in low-value activities within the value chains of which they are a part.  Given the 
evident weaknesses in the supply chain as reflected in the ranks related to supplier quantity and 
quality, it is interesting to note that Tanzania scored fairly well on the cluster development 
measure.  One might speculate that it is possible that the question regarding the meaning of 
cluster development was not fully understood, and that the country’s clusters are not as fully 
developed as this indicator would suggest.    

Local supplier quantity 116 -35

Local supplier quality 123 -31

State of cluster development 79 +18

Nature of competitive advantage 97 -15

Value chain breadth 118 -11

Control of international distribution 120 -21

Production process sophistication 124 -22

Extent of marketing 115 -22

2009
Change in rank 

from 2007

Figure 24. State of Tanzania Competitiveness

GCR: Business sophistication Tanzania rank: 109 out of 144
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Innovation.  Innovation contributes to increased standards of living by allowing economies to 
push the frontiers of knowledge.  Innovation is arguably the only source of sustainable long-term 
advantage.  This measure takes account of such things as investment in R&D, the presence of 
scientific research institutions, and protection of intellectual property.  The region as a whole 
scored relatively well on this category; but Tanzania (at 101st) scored better only than 
Mozambique, while trailing South Africa (37th), Kenya (42nd), and Uganda (72nd).              
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Tanzania performed particularly low on capacity for innovation (119th); and company spending 
on R&D (114th).  There may be a relationship between the two; as one would expect lower 
spending on R&D would spill into a country’s capacity for innovation.  Kenya’s scores have been 
driven by strong performance on the quality of scientific research institutions (32nd); company 
spending on R&D (37th); and university-industry research collaboration (40th).  South Africa is 
propelled as well by company spending on R&D and university-industry research collaboration 
(28th on both); and the quality of scientific research institutions (31st).  By comparison, Tanzania 
ranked 60th on the quality of research institutions and 85th on university-industry research 
collaboration (in addition to its low rank on company spending on R&D mentioned above). 
 
Interestingly, two years ago Tanzania ranked 56th on innovation, driven primarily by the areas in 
which it shows so much weakness now (see Figure 25).  At that time it was 40th on the quality of 
scientific research institutions; 41st on company spending on R&D; and 41st on university-
industry collaboration.  These coincide with the dramatic falls in technological readiness, as 
explained above. 

Capacity for innovation 119 -18

Quality of scientific research institutions 60 -10

Company spending on R&D 114 -56

University-industry research collaboration 85 -40

Government procurement of advanced 

technology products
105 -74

Availability of scientists and engineers 104 -24

Utility patents 88 -9

Intellectual property protection 101 -23

2009
Change in rank 

from 2007

Figure 25. State of Tanzania Competitiveness

GCR: Innovation Tanzania rank: 101 out of 144
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World Bank Ease of Doing Business Rankings10 
 
A narrower measure of the business environment is the Doing Business (DB) indicators, 
published annually by the World Bank.  DB attempts to look at business regulation and the 
protection of property rights across nearly all of the world’s economies.    
 
DB looks at regulations affecting the 10 stages of a business’s life cycle.  We will walk through 
each of these regulations, noting in each case Tanzania’s rank among the 181 economies that 
are measured in the report.  We will then explore in a bit more depth why Tanzania posted the 
rank that it did in five of the categories, briefly taking a look back to 2007 in each case to see if 
its rank has improved or deteriorated.11  Tanzania’s overall rank was 127th in the DB rankings; 
better than it did in 2007, when it was 142nd overall.  This was driven primarily by step-changes 

                                                 
10

  World Bank Doing Business rankings are based on a combination of hard data and survey data.  A specific research 
methodology is used for each grouping of indicators.  For more information on the research methodology see 
http://www.doingbusiness.org/MethodologySurveys/   
11

 In 2007, Doing Business ranked 175 countries, as compared with 180 in 2009.  Therefore, drops of just a few places in the 
rankings may be a function of an increase in the number of countries being measured rather than any deterioration in the operating 
environment for business. 

http://www.doingbusiness.org/MethodologySurveys/
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in Getting Credit and Enforcing Contracts, as well as more modest improvements in Starting a 
Business, Registering Property, and Protecting Investors.  Tanzania’s biggest drop was in 
Trading Across Borders; the country continues to be held back by its lack of success in Dealing 
with Construction Permits (previously Dealing with Licenses).  
 
Starting a Business looks at the time and difficulty associated with starting a new enterprise.  
This has important implications because many enterprises, faced with an unwieldy set of 
procedures for opening a business, opt to go the informal route instead, which tends to limit its 
scope for growth.  Tanzania finished 109th, up from 127th two years ago. 
 
Dealing with Construction Permits examines the length of time it takes to obtain permits, with 
the objective of identifying which countries are striking the right balance between over-regulation 
(which results in an arduous process to obtain permits) and under-regulation (which results in 
haphazard growth of infrastructure).  Tanzania finished 172nd, making it one of the ten most 
difficult countries in the world in which to obtain a permit.  Tanzania was 172nd in 2007 as well. 
 
Employing Workers measures the degree to which the labor regulations of a country are 
flexible, which tends to lead to greater job creation due to the ease of moving from job to job.  
Tanzania was 140th, as compared with 143rd in 2007. 
 
Registering Property measures the ease with which title can be obtained for a piece of property.  
This is of critical importance as formal title helps promote land transfer, encourages investment, 
and allows for easier access to credit markets (land title can frequently be used as collateral).  
Tanzania was 142nd, a modest improvement from its rank of 157th in 2007.  
 
Getting Credit measures the legal rights of borrowers and lenders, as well as scope and quality 
of credit information systems.  Together these determine the likelihood that loans will be 
available to those who need them and who are best able to pay them back.    Tanzania finished 
84th on this measure. Tanzania was ranked only 117th two years ago, a marked improvement.                  
 
Protecting Investors measures the degree to which investors are protected against practices 
that may not be in their best interest, primarily what is known as “self-dealing”, or the use of 
corporate assets for personal gain by company insiders.  Tanzania scored 88th, up from 99th two 
years ago. 
 
Paying Taxes measures the degree to which a) businesses get good value for their tax dollars 
and b) the administrative burden of filing.  Tanzania was 109th last year, about the same as its 
rank of 113th in 2007. 
 
Trading Across Borders measures the time and cost for importing and exporting.  The more 
onerous the process is, the less likely a company’s products are to get to markets in a timely 
fashion.  Tanzania ranked 103rd on this measure, a precipitous decline from its 2007 rank of 67. 
 
Enforcing Contracts looks at the time, cost, and procedures to enforce a contract through the 
court system; this is designed to measure the efficiency of the court system in enforcing a 
commercial contract.  Tanzania performed better on this measure than on any other in the DB 
rankings, finishing an impressive 33rd, up from 65th in 2007. 
 
Closing a Business looks primarily at bankruptcy proceedings, measuring time, cost and 
outcomes of this process.  Top economies tend to handle these in a speedy and low-cost 
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fashion, encouraging their sale to other entities or reorganization.  Tanzania was ranked 111th 
overall, a slight fall from its rank of 105 two years ago. 
 
Doing Business:  A Closer Look 
 
It is worth exploring in a bit more detail why Tanzania performed as it did on the DB indicators; 
and what some of the implications for its performance are.  We will look first at Tanzania’s 
performance on the “Starting a Business” measure.  This measure is a function both of the 
number of procedures and time (in days) it takes to start a business; as well as the cost (as a % 
of per capita income) of doing so.  As illustrated in Figure 26, when viewed in comparison with 
selected regional comparators, the effort involved in starting a business in Tanzania is probably 
a bit onerous.  Only in Uganda (18 steps) does it require more procedures on average than it 
does in Tanzania (12 steps); and only in Kenya (30 days) and Malawi (39 days) does it take 
longer than in Tanzania (29 days).  Recent accounts from aspiring Tanzanian business owners 
indicate that the 29 days may be understating the actual length for business start-up.  In many 
cases, it can take up to a year to register a business.  In Singapore, by comparison, it takes only 
four procedures and four days, making it ten times as fast to get a business up and running.  
Tanzania performs better on cost; starting a business in Tanzania is substantially cheaper than 
in Malawi, Rwanda, or Uganda, and comparable to Kenya. 

Figure 26.  State of Tanzania Competitiveness

Starting a Business Tanzania rank: 109 out of 180
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Starting a business in Tanzania is getting easier; however, the number of days can 

still vary significantly and can reach over one year in some cases

 
 
The next measure we will explore is “Dealing with Construction Permits”, on which Tanzania 
was one of the world’s bottom 10 performers.  A closer look at the cost and days of obtaining a 
permit (Figure 27) sheds some light on why this is.  In Tanzania, it takes on average 308 days 



Tanzania National Competitiveness Assessment 2009 
Cluster Competitiveness Project 

34 

(nearly a year) to obtain a construction permit; only Mozambique (381) did worse among the 
comparators we looked at.  It takes only half as long in Ethiopia, South Africa, and Uganda; and 
less than a third as long in Kenya.  In Singapore, it takes only 38 days.  Furthermore, the cost of 
obtaining permits is exorbitant, at 2,087 % of average income per capita.  To put this in 
perspective, this is almost twice as high as the next-worst country (Malawi), about three times 
as much as Uganda, Rwanda, Mozambique, and Ethiopia, and a startling 50 times more than 
Kenya.  This has a critical bearing on Tanzania’s ability to attract and to keep FDI.   

Figure 27.  State of Tanzania Competitiveness

Dealing with Licenses Tanzania rank: 172 out of 180

Source:  World Bank Doing Business Report 2008, TCCP Calculations
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In both cost and days, Tanzania is the weakest among its peer-set in dealing with 

licenses.  This can have a big impact on its ability to attract and keep FDI

 
“Employing Workers” is a function of four measures; the difficulty of hiring, the rigidity of hours, 
the difficulty of firing, and the rigidity of employment.12  With the exception of rigidity of hours (on 
which it is on par with the other comparators), Tanzania performs worse across the board on 
these indicators (see Figure 28).  This would suggest that labor laws in Tanzania are placing a 
heavy burden on business, raising barriers to increasing employment and creating incentives for 
informal employment. 

                                                 
12

 The difficulty of hiring index measures (i) whether fixed term contracts are prohibited for permanent tasks; (ii) the maximum 
cumulative duration of fixed term contracts; and (iii) the ratio of the minimum wage for a trainee or first time employee to the average 
value added per worker.  The rigidity of hours index measures: (i) whether night work is unrestricted; (ii) whether weekend work is 
unrestricted; (iii) whether the work week can consist of 5.5 days; (iv) whether the workweek can extend to 50 hours or more 
(including overtime) for 2 months a year to respond to a seasonal increase in production; and (v) whether paid annual vacation is 21 
working days or fewer.  The difficulty of firing index measures: (i) whether redundancy is disallowed as a basis for terminating 
workers; (ii) whether the employer needs to notify a third party (such as a government agency) to terminate 1 redundant worker; (iii) 
whether the employer needs to notify a third party to terminate a group of 25 redundant workers; (iv) whether the employer needs 
approval from a third party to terminate 1 redundant worker; (v) whether the employer needs approval from a third party to terminate 
a group of 25 redundant workers; (vi) whether the law requires the employer to reassign or retrain a worker before making the 
worker redundant; (vii) whether priority rules apply for redundancies; and (viii) whether priority rules apply for reemployment.  The 
firing cost indicator measures the cost of advance notice requirements, severance payments and penalties due when terminating a 
redundant worker, expressed in weeks of salary. 



Tanzania National Competitiveness Assessment 2009 
Cluster Competitiveness Project 

35 

Figure 28.  State of Tanzania Competitiveness

Employing Workers Tanzania rank: 140 out of 180
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Labour laws in Tanzania are placing a heavy burden on business raising barriers to 

increasing employment and creating incentives for informal employment

 
 
The “Paying Taxes” measure is a function of both the burden of filing (measured by the number 
of payments as well as the estimated time, in hours, that is necessary to file), and the total tax 
rate (as a % of profit).  On both measures Tanzania is one of the weaker countries relative to its 
comparators.  Tanzania requires more payments (48) than any of the other countries we looked 
at; and, while the average time required (172 hours) is on par with the others, its total tax rate 
(at 45.1%) is lower only than Kenya’s (at 50.9%); while the average comparator country’s rate is 
only about 2/3 as high.  Details are provided in Figure 29. 
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Figure 29.  State of Tanzania Competitiveness

Paying Taxes Tanzania rank: 109 out of 180

Source:  World Bank Doing Business Report 2008, TCCP Calculations
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“Trading Across Borders” is determined by the number of documents necessary for export 
(import), as well as the time necessary to export (import).  Overall, as expressed in Figure 30 
below, Tanzania performs relatively well.  It requires the fewest documents for export of any 
country in the region, and the time required to export is also the region’s lowest.  It performs 
nearly as well on the import side.  It should be noted, though, that its overall rank (103rd) 
suggests that, while it stacks up favorably regionally, a gap remains between Tanzania and 
international best practice, particularly on the time required to export and import.  In Singapore, 
which requires only slightly less documentation, exports takes about one fifth as long to clear; 
and imports just one tenth as much time as in Tanzania.  This suggests that the efficiency of 
Tanzania’s customs system is still far behind international best practice. 
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Figure 30.  State of Tanzania Competitiveness

Trading Across Borders Tanzania rank: 103 out of 140
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Tanzania performs relatively well in East Africa in both days and cost to export, but 

there is still a big gap with the international best practice (Singapore)

 
 
C.  Human Resources and Workforce  
 
Tanzania has been effective getting children through primary school; but very few 
students continue on to secondary and tertiary-level education.  This has seriously 
damaged the country’s ability to produce the human capital required by enterprises in 
order to move into higher value-add activities. 
 
Talented human capital is critical to driving competitiveness.  This is a function both of primary 
and secondary education, which is important in developing literacy and numeracy skills, and for 
laying the foundation for further education and training; and higher education, which plays an 
important role in developing the specialized skills and expertise required by a workforce in order 
to differentiate themselves.   
 
If there is a positive side to this story, the majority of Tanzanians that attend primary school 
complete it; in fact, 85% do so.  Kenya (93%), South Africa (92%), Zambia (88%), and Ghana 
(87%), posted slightly higher rates; but Rwanda, Uganda, Mozambique, and Malawi all checked 
in at 55% or lower.  Progression to secondary school, however, is a critical problem in Tanzania; 
just 58% of students completing primary school move on to secondary education, far short of 
the 88% in South Africa or 87% in Ghana, or even 74% in Malawi. This is illustrated in Figure 
31.  
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Source:  World Bank 2009, TCCP Calculations

Figure 31.  State of Tanzania Competitiveness
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The majority of Tanzanian’s that attend, complete primary school; however, just 58% 

progress on to secondary school

 
What are the implications of this?  As reflected in Figure 32, gross tertiary enrollment levels in 
Tanzania are exceptionally low.  At just 1.48%, levels are barely half of Kenya’s, less than half 
of Uganda’s, only a quarter of Ghana’s, and less than one tenth the rate in South Africa.  
Looking outside of the region, the number pales even more; in China the ratio is 21.58, and in 
Chile 46.57, or 30 times higher than in Tanzania.  We can conclude, then, that the system is 
currently reaching a very small percentage of Tanzanians.   
 



Tanzania National Competitiveness Assessment 2009 
Cluster Competitiveness Project 

39 

1.48 2.56 3.47 2.75

15.41

1.46 0.49

5.84

21.58

11.85

46.57

-

5.00

10.00

15.00

20.00

25.00

30.00

35.00

40.00

45.00

50.00

Tan
za

ni
a

R
w
an

da

U
gan

da

K
en

ya

S
ou

th
 A

fri
ca

M
oz

am
bi
qu

e

Zam
bi
a

M
al
aw

i

G
ha

na

C
hin

a
In

di
a

C
hile

School Enrollment

Tertiary (% gross)

Source:  World Bank 2009, TCCP Calculations

Figure 32.  State of Tanzania Competitiveness

Higher Education

Higher education is critical to expanding the base of skilled professionals –

currently in Tanzania, the system is reaching a very small percentage of Tanzanians

 
 
 
If we take a look back at the GCR, we see the impact of this reflected in Tanzania’s ranking.  Of 
134 total countries, Tanzania finished dead last in secondary enrollment, and 130th in tertiary 
enrollment.  Tanzania demonstrates substantial weakness in other key indicators as well; just 
128th in internet access in schools, 125th in the quality of math and science education, and 122nd 
in the quality of its management schools.  On the “Higher Education and Training” pillar, 
Tanzania achieved an overall rank of just 132; the third-lowest among all countries evaluated.  
This would appear to be the single most significant drag on its overall ranking in the GCR.  
Figure 33 looks at Tanzania relative to regional comparators. 
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While a substantial majority of Tanzanian children are getting a basic education, they are not 
developing the skill set necessary to distinguish themselves in a competitive global marketplace.  
This in turn negatively impacts the ability of Tanzanian firms to move up the value chain into 
activities that provide higher value addition (and, in turn, can support higher wages for workers).  
Although Tanzania’s labor force participation rates are high (see Figure 34), much of the labor is 
in informal, part-time activities.  These tend to be unstable jobs in low value-add activities.  

Figure  33.   State  of Tanzania Competitiveness 

GCR: Higher Education and Training Tanzania rank: 132 out of 144 

Secondary enrollment (hard data) 134 108 129 130 44 

Tertiary enrollment (hard data) 130 126 122 131 93 

Education expenditure (hard data) 112 17 74 83 32 

Quality of the educational system 95 33 93 115 110 

Quality of math and science education 125 65 111 123 132 

Quality of management schools 122 55 104 129 25 

Internet access in schools 128 114 125 116 91 

Local avail. of spclz rsrch / training 107 36 62 116 29 

Extent of staff training 95 47 100 74 15 

Tanzania Kenya Uganda Moz SA 

Source:  Global Competitiveness Report 2009, TCCP Calculations 



Tanzania National Competitiveness Assessment 2009 
Cluster Competitiveness Project 

41 

88.6%

80.0%
85.9%

80.8%

53.4%

82.9%

70.1%

77.8%
72.5% 75.1%

58.6%
55.0%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

80.0%

90.0%

100.0%

Tan
za

ni
a

R
w
an

da

U
gan

da

K
en

ya

S
ou

th
 A

fri
ca

M
oz

am
bi
qu

e

Zam
bi
a

M
al
aw

i

G
ha

na

C
hin

a
In

di
a

C
hile

Labour Force

Participation

(% total population, 15+)

Source:  World Bank 2009, TCCP Calculations

Figure 34.  State of Tanzania Competitiveness

Labour Force Participation

While Tanzania has a high labour force participation, much of the labour is in 

informal, part-time activities

 
 
 
D. Infrastructure 
     
Tanzania’s infrastructure, both physical and technological, requires upgrading.  While its 
low performance on physical infrastructure stems from its limited telephone lines and 
inadequate electricity supply, its performance on technological infrastructure is due 
primarily to low levels of connectivity.  Physical infrastructure is the bigger concern right 
now as that is more relevant to the factors on which the country currently competes. 
 
The GCR outlines the growth progression that most countries appear to have undergone in the 
course of their development.  Under the model of development outlined by the GCR, countries 
tend to pass through three stages: from factor-driven economies, which are a function primarily 
of resource endowments and cheap labor; to the efficiency-driven stage, characterized by more 
efficient production processes and increased product quality; and finally, to the innovation-
driven stage, in which growth is dependent on innovation and the ability to produce unique 
products with substantial value addition.      
 
This progression is important to understand because infrastructure can generally be broken into 
two separate categories:  physical infrastructure (roads, rail, ports, and airports); and 
technological infrastructure (such as connectivity).  The relative importance of each kind of 
infrastructure depends upon a country’s stage of development.  Tanzania currently displays the 
characteristics of a factor-driven economy; its physical infrastructure is therefore the more 
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critical element right now as a determinant of its competitiveness.  As Tanzania passes into the 
efficiency-driven stage, the relative importance of its technological infrastructure will increase 
relative to physical infrastructure.  With this in mind, we will evaluate Tanzania’s performance on 
each.   
 
Physical Infrastructure 
 
Tanzania scores 118th overall on its physical infrastructure.  Looking again at the group of 
comparators we have employed throughout the report, Kenya underperforms relative to the 
group; Mozambique, at 124th, is lower; but South Africa, Kenya, and Uganda (in that order) 
perform better.  While Tanzania’s ranks across the board are relatively low (see Figure 35), it 
struggled particularly on telephone lines (129th-although most of the comparators were ranked 
equally low), and quality of electricity supply (122nd).  While Tanzania ranked higher than 
Uganda on railroad infrastructure, the railroads are recognized among public and private 
stakeholders as a key weakness in its infrastructure platform.  
 

Quality of overall infrastructure 112 88 107 126 46

Quality of roads 109 95 111 122 40

Quality of railroad infrastructure 79 68 103 82 37

Quality of port infrastructure 113 83 72 111 49

Quality of air transport infrastructure 111 68 119 113 25

Available seat kilometers - air (hard data) 87 56 93 106 21

Quality of electricity supply 122 94 125 93 101

Telephone lines (hard data) 129 121 130 131 91

Tanzania Kenya Uganda Moz SA

Figure 35.  State of Tanzania Competitiveness

GCR: Infrastructure Tanzania rank: 118 out of 144
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Looking more closely at the road network, Tanzania boasts more kilometers of road than either 
Uganda or Kenya; but only about 10% are paved.  This compares with Kenya (around 20%) and 
Uganda (nearly 30%).  This is illustrated in Figure 36. 
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Figure 36.  State of Tanzania Competitiveness

Physical Infrastructure

Figure 37.  State of Tanzania Competitiveness

Physical Infrastructure

Source:  World Bank 2009, TCCP Calculations  
 
In addition, Tanzania represents only a small fraction of air freight shipped out of the region.  As 
illustrated in Figure 37, Tanzania’s share of freight is only a small fraction of that of regional 
leaders South Africa and Kenya; as a percentage of overall freight shipped out of the region, 
Tanzania captures less than 1/10 of 1%.  
 
As suggested above, Tanzania’s weakness on its physical infrastructure is a pressing concern 
at present, given its importance as a contributing factor determining competitiveness for factor-
driven economies.   
 
 
Technological Infrastructure 
 
Tanzania’s rank on its technological infrastructure, at 117th, is similar to its rank on its physical 
infrastructure.  Only Uganda, at 121st, was ranked lower.  Tanzania’s primary weaknesses 
include broadband internet subscribers and internet users, at 126th and 122nd, respectively; it did 
better on FDI and technology transfer (89th) and the availability of the latest technologies (94th).  
This would seem to suggest that most advanced technologies are brought to the country from 
outside of its borders; not uncommon in factor-driven economies.  The complete data for 
Tanzania and the comparators is presented in Figure 38.  
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Availability of latest technologies 94 84 122 100 37

Firm-level technology absorption 112 66 124 104 32

Laws relating to ICT 110 81 101 112 34

FDI and technology transfer 89 35 67 85 38

Mobile telephone subscribers (hard data) 116 111 125 121 48

Internet users (hard data) 122 94 106 124 95

Personal computers (hard data) 116 110 109 111 68

Brdbnd Internet subscribers (hard data) 126 106 119 126 77

Tanzania Kenya Uganda Moz SA

Figure 38.  State of Tanzania Competitiveness

GCR: Technological Readiness Tanzania rank: 117 out of 144

 
 
 
A closer look at why Tanzania scored as low as it did on the number of Internet users shows 
that the country has only 1 Internet user per 100 people; this is lower than Uganda at 2.5, and 
dwarfed by Kenya’s 8.0 and South Africa’s 8.3.13  Tanzania does relatively better on mobile 
cellular subscriptions per 100 people, where at 20.6 it is higher than Rwanda, Malawi, Uganda, 
and Mozambique, and comparable to Zambia; but it still falls short of Kenya (30.2) and far short 
of South Africa (88.4).  See Figure 39. 

                                                 
13

 This would seem to be inconsistent with the ranks on Figure 39, Kenya is 94
th
 and South Africa is 95

th
 in Internet users, so it would 

follow that the number per 100 should be slightly higher in Kenya; instead it’s somewhat higher in South Africa.   A possible 
explanation is that the data is from different years.   
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Figure 39.  State of Tanzania Competitiveness

ICT Infrastructure

 
 
E.  Banking and Finance 
 
Banking and finance have surprisingly performed well in the economic downturn, due 
primarily to Tanzania’s lack of integration with the global financial system. 
 
What was earlier considered a weakness (Tanzania’s lack of integration with the global financial 
system) proved to be a stroke of fortune when the global financial crisis hit, as Tanzania was 
largely insulated from the initial liquidity shock of the crisis.  In fact, banking deposits in 
Tanzania actually grew 30% from the fourth quarter of 2007 until the four quarter of 2008.  This 
is illustrated in Figure 40. 
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• Limited integration largely 

protected Tanzania’s banking 

system from the initial liquidity 

shock of the global financial 

crisis

• In the midst of the crisis, 

Tanzania banking deposits grew 

30% from Q4 2007 to Q4 2008
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Source:  Ernst & Young Banking Sector Review, Tanzania: 2008 Quarterly Analysis, March 2009

Figure 40.  State of Tanzania Competitiveness

Banking and Finance

 
At the same time, assets under management grew 26%.  This is illustrated in Figure 41.  Both 
pieces of information would suggest that Tanzania was very successful in weathering (at least in 
the short term) the crisis.    
 

• Assets under management grew 

26%

• However, non-performing loans 

are increasing due to a drop in 

demand for key exports
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Figure 41.  State of Tanzania Competitiveness

Banking and Finance

 
 
In the longer term, the primary risk that Tanzania confronts is a drop in demand for its key 
exports as buyers tighten their belts in preparation for what could potentially be an extended 
recession (although preliminary signs suggest that the risks of a full-blown depression have 
dropped markedly).  Signs are present, in fact, that suggest that demand for Tanzania’s 
products is starting to be hit already, such as an increase in non-performing loans. 14  
 

                                                 
14

 According to the Business Times newspaper (Tanzania), August 21, 2009. 
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V.  Focusing the Vision for the Future 
 
The competitiveness of an economy is determined by the quality of its business 
environment, the productivity of its people, and, ultimately, the competitive performance 
of its companies. Building a competitive economy requires that public and private sector 
leaders understand each other and constructively work together.  The dialogue among 
Tanzania’s economic leadership is frequent and substantive.  However, urgent issues that are 
holding back the growth of the economy are not being resolved at an urgent pace.  The results 
in Tanzania’s rankings in the international indices discussed above demonstrate the gravity of 
the situation.  Tanzania’s competitiveness is deteriorating. 
 
Tanzania’s competitiveness depends on the ability of its economic leadership to focus 
on and resolve the most critical issues to economic growth. 
The diagram below illustrates the preconditions and steps to increasing Tanzania’s 
competitiveness.  The framework reflects the experience of many countries that have 
successfully built strong, competitive economies including Ireland, Japan, China, Korea, 
Taiwan, and Chile among many others.  While each country and its competitive situation are 
unique, there are commonalities among the steps they took to reach higher levels of economic 
prosperity.  First and foremost, any action must be built upon political will and strong institutions.  
Since each of the steps outlined below requires a high level of government involvement, strong 
institutions and political will must be present.   
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The nine steps outlined above are designed to assist Tanzania’s economic leadership to focus 
in the midst of the hundreds of urgent issues.  While interlinked, the steps above are organized 
in a way that it can lead to clear, accountable delegation to specific ministries.  There is logic to 
the order of the steps outlined, but no set sequence.  There are any number of entry points.  
Once the political will is present, the most important factor is to start making progress.   
 


