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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 47.1 million
GDP (PPP): $73.9 billion
6.9% growth in 2012
5-year compound annual growth 6.8%
$1,567 per capita
Unemployment: n/a
Inflation (CPI): 16.0%
FDI Inflow: $1.7 billion
Public Debt: 41.4% of GDP
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Tanzania’s economic freedom score is 57.8, making its 
economy the 106th freest in the 2014 Index. Its score is 

essentially the same as last year, with improvements in invest-
ment freedom and trade freedom largely offset by combined 
deteriorations in monetary freedom, business freedom, and 
freedom from corruption. Tanzania is ranked 15th out of 46 
countries in the Sub-Saharan Africa region, and its overall 
score is lower than the world average.

Over the 20-year history of the Index, Tanzania’s economic 
freedom has been stagnant near the upper boundary of the 
“mostly unfree” category. Its overall score has increased 
slightly, but declines in the management of government 
spending, business freedom, and property rights have largely 
canceled out double-digit improvements in trade freedom and 
investment freedom.

Tanzania’s notable economic expansion in recent years has 
been facilitated by open-market policies related to global 
commerce. The financial sector and the investment frame-
work are relatively well developed for the region. Neverthe-
less, Tanzania appears to lack any strong commitment to the 
further institutional reforms that are essential to the devel-
opment of a strong private sector. Private property rights are 
weakly protected and poorly defined, deterring sustainable 
investment.

BACKGROUND: President Jakaya Kikwete was elected in 
December 2005 and re-elected in October 2010. Tanzania’s 
historically state-led economy has transitioned to a market-
based economy but remains hindered by weak property rights, 
poor infrastructure, and a high HIV/AIDS rate. Thirty per-
cent of the budget depends on donor assistance. The finan-
cial sector has expanded, and foreign-owned banks account 
for 48 percent of banking assets. Foreign investment has led 
to improvements in efficiency. A 50-year-old border dispute 
with Malawi resurfaced in 2012 when Malawi gave a British 
firm exploration rights for oil in Lake Malawi. Agriculture is 
the most important sector of the economy, providing about 27 
percent of GDP and 80 percent of employment.
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THE TEN ECONOMIC FREEDOMS

Corruption remains pervasive in all aspects of political and commercial life, especially in the 
energy and natural resources sectors. Tanzania’s judiciary remains subject to political influence 
and suffers from underfunding and corruption, in part due to increasing problems stemming 
from narcotics trafficking. Complex land laws have led to a high incidence of land disputes.

Although requirements for launching a business are not time-consuming, the licensing process 
still costs almost five times the level of average annual income and takes more than 200 days 
to complete. Labor regulations are not efficient enough to support a vibrant labor market. In 
2013, the government spent more than 1 percent of GDP to subsidize losses at TANESCO, the 
state-owned power utility.

Tanzania’s average tariff rate is 6.6 percent. Bureaucratic delays in the judicial and regula-
tory systems may discourage foreign investment. The small financial sector has been evolving. 
Credit is allocated largely at market rates, and a variety of commercial credit instruments are 
available to the private sector. However, capital markets are rudimentary, reflecting the lack 
of efficiency and depth in the financial sector.

The top individual income and corporate tax rates are 30 percent. Other taxes include a value-
added tax (VAT) and an interest tax. The overall tax burden equals 15.2 percent of gross domes-
tic income. Overall government expenditures amount to 27 percent of GDP, and public debt 
equals about 41 percent of the size of the economy. Institutional and policy reforms have begun 
to lay the foundation for prudent public finances.

TANZANIA (continued)


