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TANZANIA

BACKGROUND: John Magufuli of the Chama Cha Mapinduzi (CCM) party was elected president in October 
2015, succeeding Jakaya Kikwete, also of the CCM. Their party and its earlier iterations have been in power 
since independence in 1961. In 2016, the United States froze some aid to Tanzania after declaring that elec-
tions won by the ruling party in the semiautonomous island of Zanzibar were fraudulent. The country has 
a high HIV/AIDS rate. In 2016, a large field of helium gas was discovered in Tanzania, and efforts to exploit 
the find are ongoing.

Tanzania has made progress in achieving income growth and 
poverty reduction over the past decade. While small in size, 

the financial sector has undergone modernization, and credit is 
increasingly allocated at market rates, supporting the develop-
ment of a more vibrant entrepreneurial sector.

Despite these recent gains, however, the Tanzanian govern-
ment seems to lack strong commitment to further institutional 
reforms that are essential to long-term economic development. 
Long-standing structural problems include poor management 
of public finance and an underdeveloped legal framework that 
interferes with regulatory efficiency. Trade and investment pol-
icies needed to sustain open markets are undercut by lingering 
government interference in the economy. Widespread corrup-
tion further undermines the weak rule of law.

NOTABLE SUCCESSES:
Tax Policy and Trade Freedom

CONCERNS:
Rule of Law, Regulatory Efficiency, 

and Financial Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+0.7

POPULATION: 
49.1 million

GDP (PPP): 
$138.5 billion
7.0% growth in 2015
5-year compound 
annual growth 6.8%
$2,904 per capita

UNEMPLOYMENT: 
3.2%

INFLATION (CPI): 
5.6%

FDI INFLOW: 
$1.5 billion

PUBLIC DEBT: 
40.5% of GDP
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Complex land laws have been accompanied by 
a high incidence of land disputes. The inadequately 
resourced and corrupt judiciary remains subject to 
political influence. Although corruption continues to be 
pervasive in all aspects of political and commercial life, 
the new president, who campaigned on an anti-graft 
platform and promised to establish an anticorruption 
court, has undertaken reforms to enhance institu-
tional effectiveness.

The top personal income and corporate tax rates 
are 30 percent. Other taxes include a value-added tax 
and a tax on interest. The overall tax burden equals 
13.2 percent of total domestic income. Government 
spending has amounted to 18.7 percent of total output 
(GDP) over the past three years, and budget deficits 
have averaged 3.5 percent of GDP. Public debt is 
equivalent to 40.5 percent of GDP.

The business environment remains hampered by 
inefficient regulations. Although requirements for 
launching a business are not time-consuming, the 
licensing process costs over five times the average 
level of annual income. Labor regulations are not 
flexible enough to support a vibrant labor market. The 
International Monetary Fund reported in 2016 that the 
public electricity utility TANESCO remains finan-
cially unsustainable.

Trade is important to Tanzania’s economy; the 
value of exports and imports taken together equals 50 
percent of GDP. The average applied tariff rate is 7.0 
percent. Foreign investment in land is restricted, and 
investment in other sectors may be screened. State-
owned enterprises distort the economy. The financial 
sector continues to evolve. Credit is allocated largely 
at market rates, and a range of commercial credit 
instruments is available to the private sector.
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