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  How Do We Measure Economic Freedom? 
See page 475 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2013 data unless otherwise noted.
Data compiled as of September 2014.

Quick Facts
Population: 46.3 million
GDP (PPP): $79.4 billion
7.0% growth in 2013
5-year compound annual growth 6.7%
$1,715 per capita
Unemployment: 3.5%
Inflation (CPI): 7.9%
FDI Inflow: $1.9 billion
Public Debt: 41.0% of GDP
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Tanzania’s economic freedom score is 57.5, making its 
economy the 109th freest in the 2015 Index. Its score has 

decreased by 0.3 point since last year due to declines in trade 
freedom and business freedom that outweigh improvements 
in half of the 10 economic freedoms, including freedom from 
corruption and monetary freedom. Tanzania is ranked 17th 
out of 46 countries in the Sub-Saharan Africa region, and its 
overall score is lower than the world average.

Productive economic growth in recent years has helped to 
promote prosperity, but widespread poverty still plagues an 
economy that lacks fundamental aspects of economic free-
dom. A greater commitment to structural and institutional 
reforms is needed to create an efficient entrepreneurial envi-
ronment and open markets.

Tanzania lacks an effective rule of law. Corruption remains 
pervasive and has been especially noticeable in energy and 
mining, which have experienced rapid growth in recent years. 
Business and labor regulations remain stringent and prohibi-
tively difficult for new job-creating activities. Entrepreneurs 
find it hard to register businesses legally, and the formal labor 
market’s barriers to entry inhibit full employment. Efforts to 
open the economy have experienced some success, but gov-
ernment bureaucracy still delays some investment.

BACKGROUND: President Jakaya Kikwete was elected in 
December 2005 and re-elected in October 2010. Kikwete’s 
Chama Cha Mapinduzi party has been in power since the 
emergence of multi-party politics in 1961. The adoption of 
a limited number of market-based policies has stimulated 
moderate growth, but property rights are still uncertain, and 
corruption is endemic. Tanzania also has a high HIV/AIDS 
rate and poor infrastructure. Foreign investments have led 
to improvements in efficiency. A 50-year border dispute with 
Malawi recently resurfaced when Malawi gave a British firm 
exploration rights for oil in Lake Malawi. Tanzania hosts more 
than half a million refugees, mainly from the Democratic 
Republic of Congo and Burundi, and is a transit point for both 
human and drug trafficking.
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THE TEN ECONOMIC FREEDOMS

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

The business environment remains hampered by a lack of efficiency. Requirements for launch-
ing a business are not time-consuming, but licensing remains costly. Labor regulations are 
not modern and flexible enough to support a vibrant labor market. In late 2013, in line with 
IMF recommendations, the government curbed power subsidies and raised electricity tariffs 
to sustain growth and ease fiscal pressures.

The average tariff rate is 11.5 percent. Imports may face customs delays. All land is the property 
of the government. The small financial sector remains shallow, dominated by commercial banks. 
Banking is relatively sound, but the rate of banking penetration across the country remains low. 
A stock exchange has been in operation, but the capital market remains underdeveloped.

Tanzania’s top individual and corporate income tax rates are 30 percent. Other taxes include 
a value-added tax and a sales tax. The tax burden amounts to 14.4 percent of domestic produc-
tion. Public spending is equal to 26.3 percent of the domestic economy, and government debt 
has reached 41 percent of gross domestic product.
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