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EXECUTIVE SUMMARY

Context

Tanzani@ kong Term Perspective Plan (LTPP) is an important vehicle for implementing the
Tanzania Development Vision 202%hich emphasizes iaz ani a 0 s cheri shect
becoming a prosperousation, through eradicating poverty, ignorance and diseaske

drive to becoming a Middincome Country (MIC)

LTPP sets the strategic directi@nddelineaésthe longterm objectives, targets, andlaik

for a more focused guidancecoordination and harmonizatioof the ¢ o u n tgrowtld s
process Besides, LTPP is a crucial link between the ke Vision, andthe ount r y 6 s
medium and shorterm perspectivesnamely theFive Year Development PlansYBPSs)

and Annual Development Plans (ADPS)

Since its launching in 1999, TDV 2025 had no formal instrunienits operationalization
Consequently, efforts to evaluate progress made in achieving the targets of Vision 2025 were
scatteredA renewed implemaation framework fothe remaining 15 years of TDV 2025
through this LTPPwas thus imperative. This was further confirmed by recent commissioned
studies and the assessment that the country was not on track to reaching the TDV goals.

The path to realinig TDV 2025 targets will be facilitated by opportunitgsed planning
implemented through a series of thfeee year development planisuilding on each other
andma ki ng use of Tanzaniabs opportunities and

The socieeconomic tansformation will be addressed whepth through three strategic
FYDPs the First FYDP (201€2015): Unleashing the Growth Potentjahe Second FYDP
(20152020): Nurturing an Industrial Economyandthe Third FYDP (20262025): Attaining
ExportGrowth and @mpetitivenessThe inkages betweerthe three planarecrucial, asthe
success oF YDPII will depend on theuccess of FYDPI, and the achievements to be reached
during FYDP Il will depend on the successes of FYDP | and FYDP II.

Overview ot h e C e RetantrByefbopment

Tanzani ads sidce20@0| toepymar DV 2025 was launchdts shown slow
structural transformatigrvaried sectoral growth rateshanges irthe policy management
frameworkas well as a number skctor specifichallengesThough TDV 2025 targeted an
annualGDP growth rate of 8 percerdr more,accompanied by amflation rate below 5
percentthe economy @gw at an average rate of nearly 7 percamd recorded an inflation
rate of 6 percentThe sustained average economicvgio rate did not, however, have a
significant impact on poverty reduction.

Theagricul tur al sectorés annual g Manufacturing at e r
recordedslow growthratesmainly due toa slow pace of rural industrialization and agro
processing rudimentary state of SMEgss well as constraints related to the cost of doing
business, bureaucracy and infrastructural impediments.

The service sector, which has been leading in terms of contribution tq G@2Rook
agriculture which ha historically been the leading sectoeversing their relative positions
compared to 15 years earli@ubstantial progress was achieved in-mmome dimensions,
especially in education and health services.



The shares dheservice and the manufacturisgctosto GDPremained stablavhile thatof
the industrial sector (excluding manufacturing) increagatbwing the high growth rates in
t he Ocodantdr wWetliexcrt r i-sedtotsy and gasd sub

The Government spendingonsistentlyexceeded its revensieleading to widening fiscal
deficits and an increasing debt level. This can be explained by the relatively low capacity to
raisedomestiaevenue

Governancemproved significantly especially in areas @aémocracyandpolitical and social
tolerance In terms of private sector developmethte tGovernment continued to improve the
business environmenA number ofsocial protection schemesvolved, though their full
potential could not be exploited dueltaw coverage, inadequate coordination, high service
costs, inadequate funding, irregularity in investment, and low transparency and
accountability.

Strategic direction

All sectors of the economy present an opportunity for the country to significantly increase the
growth rate andachieve substantiglovery reduction LTPP highlighs the challenges that
have to be tackled and the opportunitiest have to be taken advantagerobrder to reach

the MIC status.

LTPP will be guided by the following six pillarsbroadbasedgrowth, macroeconomic
stability, competitivenessnational cohesion andultural heritage good governance and
accountability and sustainabledevelopment(from an economic, environmental and social
point of view)

One of the goals of TDV 2025 i s anhdosentir ansf c
industrialised economy with a substantial industrial sector comparable to typical -middle

i ncome c ®hismséctoral dransformation, coupled with the 8 percent GDP growth

target, impliesa drastic change in the growth path, especially in #geicultural and
manufacturing sectsr in turn requiringraisng capital to implement the necessary
investmentsin order to facilitate this structural transformation, iital that macroeconomic

stability is ensured

This tansformation also demandshanging the pace and composition of the overall
productivity growth rate. This will be achieved through enhanced capital investment, skill
level upgrading of the work force, in addition to strategic interventions (particularly in the
productive sectors).

Financing and resource mobilization

Thesiccessful I mpl ementation of the LTPP wil/l
to secure resources for financing the envisaged programmes and pifidje¢ktsust ofLTPP

is thusto pursue a more reliableedelopment financing framework and to reduce donor
dependency

Thetarget is to bring the ratio of Official Development Assistance (ODA) to Gross National
Income (GNI) closer to current levels in lower middieome countries (reducing it by more
than hal to about 6 percent). The accompanying increase in the need for financing means is
to be achieved through a mix of resource mobilization strategsasy both traditional and
innovative sources of financing.



Implementation arrangement

LTPP will be operabnalized throughthree FYDPs which in turnwill be operationalized
through Annual Development Plans (ADPs), implemented in the sequence of Budget
Guidelines; MediumTerm Expenditure Framework§MTEFs); Cabinet Approval;
Parliamentary Authorisation; Exeoon; and Monitoring and Evaluation

The implementation of LTPP involves transiting from one economic structure to another.
This meansll stakeholders involvedill have a proactive roléo play, but also thahe close
monitoling of areas critical to deelopmentwill be enhanced

The State will continug@laying its traditional roles with greater focus it&developmental

one The Planning Commission will take the lead role in articulating and influencing the
direction of economic management in the doyprand guiding national plannin@n close
collaboration with the Ministry of FinangeThe responsibility of implementing the projects

identified through FYDPs will fall on MDAS/RSs/LGAs. The annual work plans of
MDASs/RSs/LGAs will have to be aligned witrespect to FYDPs and the LTRELTP also

recognizes the strengths and capabilities of all development actors, including the private
sector and civil society in achieving h e c 0 ecortomiy @evelopment goals.
Development partners are expected to biimgir influence in implementing projects and
programmes consi st etarmdevelopmentaghnda. nat i onés | ong

The monitoring and evaluation procedwvél focus on tracking progress. For consistency,

the M&E of LTPPwill be done in the context of iFYDRO s | mp | ement a@hei on mi
LTPP/FYDP M&E function will be carried out at three different levélsogramme/Project

Level, Institutional Leveland LTPP/FYDP Level The M&E functions at the programme

level and institutional level will be condect through MDAs/RSs/LGAsPerformance
indicators will be selected for monitoring and assessing the progress, trends and
developments, to see whether they are consistent with the objectives of ATPRn
Implementation Monitoring Unit, PIMPwithin POPCwill act asthe overall coordinator of
FYDP/LTPP implementation monitoring

The suiccessful implementation of LTPP will depend on several factors, namstebng
leadershiptechnical and institutional capacitjesell prioritized projects and programmes
reliable and predictable quantum of resources throughout the implementation ,process
institutional framework for development planninghange ofmind-set, and an effective
communication strategy.



CHAPTER I: CONTEXT

1.1 Introduction

Since the attainment of iegendence from colonial rule in 196lceessiveTanzanian
Governmentdave been committed to eradicatimgpverty, ignorance and diseasehich are

viewed asthe main obstaclesto creating a prosperous and well informed society.
Developmerd in the interndional arena havelso inspired planning towardstaining a
competitive economy, whictvould allow Tanzania to gain from regional and international

trade. Achi eving those targets, al ongseaonamip r adi
through enhanced simeconomic development, is a timely procedure. The country will have

to tackle each of the constraints in each of the sectors one at a time, in a prioritised manner,
during the course of its movement towards a milateme countryLongterm planning is

therefore imperativegiventhe country s obj ecti ves and targets f
term The Tanzania Long TernPerspectivePlan (LTPP) isaimed at implementing the
Tanzania Development Vision 2025, and is therefore based onfothedations and
oriertatiors of the latter

This document provides the context of LTR#hdan overview of the economy in terms of
the envisagedtructural evolution anthe challengegshereof both internal and external. It
essentially sets the strategic direction delinggi@ long-term objectivestargetsandpillars
related to (itheenvisaged economic structyand(ii) the developmerdin economicsocial,
political and crossutting issues. Alsothe ways offinancing the Plan &nd the related
resource mobilizatioproposition$, andthe institutional framework fothe implementation
andthe monitoring and evaluatioM&E) will be outlined The Long Term Perspective Plan
(LTPP) thus provides:

a) An interpretation of the count ng0@%bydevelc
providing a sharper and more focused guidance to the growth and development
procesgo transformranzanianto a middleincome country

b) A better coordination and harmonization of the growtlocpssas well asthe
parsimony structuréo tap secto synergies, spinning sectoral players to provide a
national perspective;

c) A strategic anchor for other supporting strateggegh asmacroeconomic stability,
good governance, industrial development, human resource development,
technological developmergtc., which in the pastadreceived inadequate attention;

d) Guidance for sustained lofigrm socioeconomic development and poverty reduction,
which is important for increased domestic resource mobilization and utilization, and
sustaining the reduction in eéxhal dependence

e) A platform for a development dialogue beyond shantd mediurrierm perspectives
by being the I i nk b e t -tene \fisiont dncek thecFave rYyear y 6 s
Development PlangFYDPs) and the Annual Development Plai8DPs) the
formulation of which will be guided by the LTPP

1.2 Tanzaniab Bevelopment Agenda

Tanzaniabs devel opment agenda 1is elucidated
(abbreviated as TDV 2025 or Vision 202bhe peparation of TDV 2025 started in 1994 and
culminatedin the Government launching it in 1999. The gist of Vision 2025 is that by 2025
Tanzania should have gone through an unprecedented-esmriomic and political
transformation with the objective of attaining a midoieomecountrystatus, characterized

by, among otherdyigh levels of industrialization, competitiveness, quality livelihood, rule of



law, and having in place a learning society. More specifically, Vision 2025 outlines the

countrybés soci

al ,

economic

a nrdof tpef' centing a |

with an underlying drive to becoming raiddle-incomecountry (MIC), with a per capita
income of USD 3,000 (in nominal termby 2025.

The

Vi s i objgrtvesana thedr delated targets were elaboratedhi; Composite

Developnent Goals (CDGs)lThe CDGs for TDV 2025 listed five multlimensional goals
namely (i) social and economic progres§i) political development (iii) institutional
development, (iv)technological development, an@) environmental sustainabilityThe
centrepiece to the realisation of TDV 2025 is having a solid foundation for a competitive,
dynamic and highly productive economy, manifested in, and accompanied by, five main
attributes, namely high quality livelihoods; peace, stability and national uniggod
governance; a webkducated and learning sociegnd a competitive economy capable of
producing sustainable and shared growthble 1.1 displays the envisaged achievements

depicted in the

countryos

Table 1.1: TDV 2025 Envisaged Achievements

Vi

si on:

A: High Quality Livelihood

B: Good Governance and the
Rule of Law

C: A Strong and Competitive
Economy

Goal 1 Food seHsufficiency and security,
Goal 2 Universal primary educatiorn
eradication of illiteracy,developingtertiary
education and training in order to
significantly raise human resources

Goal 3 Gender equality and th
empowerment of women in all soei
economic and political relations and cultyre
Goal 4 Access to quality primary health ca
for all,

Goal 5 Access to quality reproducty
primary health services for all individuals
appropriate ages

Goal 6. Reduction in infant and matern
mortality rates by three quartersyaar 2000
levels

Goal 7: Universal access to safe water,
Goal 8 Life expectancy comparable to tf
level athined in typical middleincome
countries

Goal 9 Absence of abject poverty.

Goal 1 Desirable moral an
cultural uprightness

Goal 2 Strong adherence ar
respect for the rule of law,

Goal 3 Absence of corruptiof
and other vices

Goal 4 A learning socaity which
is confident learns from its owr
development experience and th
of others; and owns an
determines its own developme
agenda

Goal 1. A diversified and semi
industrialized economy, with
substantial industrial sect(
comparable to typical ddle-income
countries

Goal 2 Macroeconomic stability
manifested by low inflatiomatesand
basic macroeconomic balances
Goal 3 A growth rate of 8%r more
per annum

Goal 4 An adequate level ¢
physical infrastructure needed
cope with the requirenrmés of the
Vision in all sectors

Goal 5 An active and competitiv
player in the regional andjlobal
markets, with the capacity t
articulate and promote nation
interests and to adjust quickly
regional and global market shifts.

Source: URT(1999, Tanzania Development Vision 202p.12-14.

Initially, Vision 2025 was designed to be operationalized through a series of five year
development plans. However, in the period following the adoption of Vision 2825,
planning framework was a three ygsriodone Invariably, Tanzania embarked on short
and mediurterm Poverty Reduction Strategies, before adoptuedfirstfive year National
Strategy for Growth and Reduction of Poverty (NSGRRPwhich Swabhili translation is
Mkakati wa Kukuza Uchumi reupunguza Umaskini Tanzani®KUKUTA 1), in 2005 and
the second oneNSGRP II/MKUKUTA II) in 2010.

1.3

Review ofthe Implementation of Vision 2025

Since its launchingn 1999, TDV 2025 had no formal instrumdot its operationaliation,
despite the statesmt in the Vision that it was going to be assessed eweryyears.The
envisagedive yeardevelopmenplanswhich were toprovide the monitoring and evaluation



(M&E) frameworkfor TDV 2025 were not formulated. Consequently, efforts to evaluate
progressmade in achieving the targets of Vision 2025 were scattered, making it difficult to
see the broad picturén the absence dhe five yeardevelopmentplans MKUKUTA took
precedence as the mediderm plan to implement and evaluate Vision 2(2%en though

the latter was designed as an implementation strategy with broader outcomes, it did not
manageo prioritise specific development issuesto lay out specific strategic interventions

to realize the objectives of Vision 2025. This is whyvds necessaryo come up with a
renewed implementation frameworkr fime remaining 15 years of TDV 2025, which will be
guided by the LTPRin order to highlight the lon¢erm nature of the planning processid
implemented through Five e Development Plar(svhere speific programmes and projects
will be outlined according to the set priorities for the given five year peaaod Annual
Development Plans

In view of the missingmonitoring framework for TDV 202%he Government commissioned
two independent studie®@ne in 2009 and the other in 200L@o critically review the
implementation of TDV 2025. The broad objectives of the reviews were (i) to absess
progresgmadein achieving TDV 2025 goals; (itp identify new challenges to be considered
in nationalplanningfor the remaining 15 years; and (it recommend the best options to
pursue. Theeview revealed the following:

a. Though relatively high economic growth has been recorded, it is still insufficient to
attaint he Vi sionds targets over the remaining

b. Sources of growth have been narrow and in most cases occurring in sectors where the
poor are less represented (mining,rism, large scale constructiorAs a resultnot
much headway has been made in poverty reduction;

c. The impact of vagaries of weathan agricultural and energy production, coupled with
persistent rises in global fuel pricdsve led to a rise in inflation and hence cost of
production, thus adversely affecting the

d. The country has promising opportunitieggven its rich natural resources, strategic
geographical location and its active participation in regional and global economic
integration schemes, which need to be fully harnessed,;

e. Efforts taken to unleash this potential are hampered by the existengevedik
supportive infrastructure, notably power and transport

f. The low level of infrastructure development (especially ranedl and ruraurban
connections), coupled with the slow industrialisation (given electricity shortages and
the general business emwvin ment ) , had a negati ve I mp
competitiveness.

Notwithstanding those shortcomings, a number of positive developments were also observed
in the three main targeted achievements of TDV 20®3uding the following:

High Quality Livelihood
1 Concerningeducation Increased enrolment at all levels of educationpre-primary
education from less thar®.1 million pupilsin 2000 toover 0.9 millionin 2010; with
a Net Enrolment Rate (NER) of 42.4 percent. In primary education, the entolme
increased fron#.3 million pupils in 2000 to & million in 2010(with a NER of 95.4
percent) Enrolment in scondaryeducation (Forms-VI), increasedrom around 0.3
million students in 2000 tover 1.6 millionin 2010.Tertiary educatiorexperienced

! Unless otherwise specified, the data used in the three majooints come from (ahfrom calculations based
on): United Republic of Tanzania (URT), (2011), Economic Survey 2010.



more than threéold increase in the number of universitiés reach31 in 2010 (11
Governmenbwned, 20 private), with combined enrolment of 118,8&Mentq70.5
percent in publiwniversitiey;

1 Concerninghealth Increased number of facilities inehhealth system from 173
hospitals and 3,293 healtentresand dispensaries in 2000 to 33,280 hospitals and
11,961 healthcentresand dispensaries in 201hcreased life expectancy from 40
years to about 55 yeains 2010 (females 56, males, 5&educedinfant and child
mortality (Economic Survey, 2010)

1 Concerninggender Implementing affirmative actions for women empowerment in all
areas,and increased enrolment of women at all levels of educaiior2010, they
representedb0.1 percentof the pupilsat primary school level 44.5 percentat
secondary level an@6.8 percenat university level (udrom less than half of this
level in 2000 for female enrolment ahiversity level) Increased proportion of
women representation in Parliament (from 55 out2@b legislators in 2000 (20
percent) to 125 out of 343 legislators in 2010 (36.4 percent), well above the MDG
target of 30 percent by 2013hcreased ppointment of women to higher political and
administrative responsibilities, etc.

Governance and Rulefd_aw:
1 New institutions and legislationsvere introduced, aimed at improving good
governance and a culture of rule of law, political tolerance and freedom of speech
underthe existingmultiparty system

Strong and Competitive Economy:

1 Increased per capitacome from about USD 25& 2000to USD 547 in 2010 (in
nominal terms);

1 The relatively high growth rate that was enjoykdingthe last ten yearsayeraging
around7 percent per annum between 2000 and 2010), which was mainly due to
economic and finandiaeforms and prudent monetary and fiscal policies;

1 Increasedlomestic and foreign investment.

1.4 Rationale for Reverting to Long Term Planning

Tanzania has a rich experience with ldagn planning. In 1964 a twenty year Leligrm
Perspective Plan was adeg (covering thel9641983 period) expected to be executed
through three successive Five Year Development RIEM®PS) the First FYDP (1964
1969); the Second FYDP (1969974); and the Third FYDP (19751980) though its
implementationwas shelvedin 1976. In 1981, the Government prepared the second L1ong
Term Perspective Plaf1981-2000, to be executethroughfour mediumterm development
plans, each lasting five yeafhoughthe Five YeaiDevelopmen®Plans were preparethey
werenot operationalized.

The shelving for one yeaf the 197580 Plan andhe non-operationalization of the three
Five Year Plansvere explained by the economic crisis of unprecedented depth and intensity
experiencedn the mid1970sand early 198QsThe crisis was caused, amouidper factors,

by recurring droughts and oil price shockise poorweatherconditionsand by the war with

| ddi A mi n 6 sthe ldtg 497@k dhe planning process was further impaired as
economic shocks continued and the crisis intensifieée plannig process gradually became

ad hog leading to a loss of focus on investments and growth in the medndriongterm.



Given thegravity of the socieeconomic crises antthe need to enhandhe predictability of
budgetary resources, tli@vernment resortetb focusing on ashortterm planning horizon

of three years, starting with the formulation of the National Economic Survival Program
(NESP (1981:1982), the Structural Adjustment Program (SAP) (198385) andthe
Economic Recovery Programm@sRPg (1986 1995) before the entry of a generation of
Poverty Reduction StrategieBRS$ duringtheearly 2000s.

This regainedmportance of shoiterm pansin the 1980s and 199@#d not produce the
expected outcome in growth and poverty reduction. Furthermbeelaick of a strong
implementation framework for TDV 2025 (as explained in section 1.3) clearly highlighted
the need to come up withreew long-term planning framework for the country, in order to
effectively fasttrack the socioeconomic developmemtd to emphasize the developmental
role of the StateThe conclusiorof the TDV 2025 reviews highlighted the need for a new
operationalizatiorframework, and the recent shéerm plans showed the limitations of not
having anationallong-termdevelopment frameark. The Governmentherefore decided to
come up with a new Longjerm Perspective Plan, in ordersmlve both issues.

The LongTerm Pespective Plan (LTPP) therefore plays a crucial role, as it is the link
between TDV 2025, as the first step of the lenpentation frameworlo f the countr
Vision, and the Five Year Development Plans (and further threidlrDevelopment Plahdt

will also be the guiding document in the formulation of the three Five Year Development

Plans and the fifteen Annual Developm®lans between 2011 and 2025.

Furthermore, amumber ofotherfactors impelled the country to revertltimgterm planning.
These factors include:

a. The fact that dvelopment is a process that requires persistence and coherence.
Experiences from successfubuntries show that a number of issueed a longer
time perspective to register significant achieversestich asthe creation ofa
conducive business environment necessary for sustaining higls tdvielvestment
flows; gestation periodf investmentscreation of a critical mass of skilled human
resources to drive growth atitk development procesbghaviourabthanges; building
the relevant institutional framework to propel positive changes; buildipgsitive
image for sustained foreign inflows;

b. The wsatisfactory gcio-economic performance registerbdtween 2000 and 2010
whichis below the TDV 2025 targets. Economic grovtttoughbeinghigh, still falls
short of meeting theenvisaged target. Sources of growth have been narrow and
mostly escapinghe poorestincome disparities are risinthereby threateng social
tranquillity;

c. Emerging ew challenges in growth and social development, specificatiical
shortage of power and transport infrastruct@uwhich hinderssustaird economic
growth and international trade competitivengssid themmense growth in recurrent
expenditure;

d. Adverseimpacts onenvironmental assets such water resources, agricultural and
grazing landsbrought about by, among others, global warmaxdractive industries

etc,
e. The need to maximizeopportunities from growing regional integration and
globalization

f. Useful lessons from growth research which shithe needfor the Government to
help fastt r a ¢ k t h structulutrarisforpaiian in order to sustain kiegnm
growth and competitivenessThe gructural or sectoral shifts from agriculture and



other | ow productivity pr (suolaas shanafacturingy i t i es
require a longer time horizohence the nedd include it in thdong-term planimng.

Finally, the main difference between this LTPP and the formertenmy plans is the fact that

the country now has a Vision, and that the implementation of it is crucial in order to become
a middleincome country (MIC), with all its characteristiosgarding high education levels

and human resource development, low poverty rdtigher per capita income, and good
governance and rule of law. The implementation of LTPP through FYDPs with the
continuous Government support is now a crucial step in @odachieve the MIC status by
2025.

1.5 Path to Achieving TDV 2025 Objectives

The path to realizingthe TDV 2025 targets requires a strategic semionomic
transformation. This will be facilitated by opportunity based planning implemented through a
series ofthree five year developmeRtans. These Plans will build upon each other and chart

out a devel opment pat h, maki ng use of Tan
challenges.

The socieeconomic transformation will be addresseddiepth through the tke strategic
Five YearDevelopmenPlans (FYDPs)as presented below:

1. First FYDP (2011/12-201516): Unleashing the Growth Potential
The first FYDP will address themainconstr ai nt s t o Tanzani
infrastructure bottlenecks, particularly in egye (with a special emphasis on
diversifying the means of production, including renewable energuesk (with a
special emphasis on the Dar es Salaam pol roadg¢meaningall types of roads in
rural areays railways, and other constraintselated to skilled labour science,
technology and innovation (STlpformation and communication technology (ICT),
the general business environmeand the productivity in agriculture will be
addressedThese bottlenecks will be monitored during the entire LTg&Riod,
meaning that the investmenis each of the above will matcthe future needs
especially forinfrastructure(taking into account the future increase in demaard)
human capital(given the specific skills that will be necessary at each stage of
development al ong with nurturing thgThpsepul at i
investmentswill prepare the economyg efficiently tap into its rich natural resources
(natural gas, iron, coal and minerals) by st arting developing
industry.Jobs willbe generated through the firstund effects of the decreasetie
countryos bottlenecks (decrease in transcg
costs, increased availability of meditskilled workers, etc.), especially in the
manufacturing and agriculturelated sectors.

2. Second FYDP (20®/17-202021): Nurturing an Industrial Economy
Once the countryill have tackled its growth constraints, it will be able to further
develop its industrial sector, mainly based on the vatigtion of the increased
primary products following the implementation of FYDP |. Therefohe, $econd
FYDPwill focusont r ansf or ming the countryds resoul
the industrial sectorThe focus will be on natural gas based/fuelledustries
(following the investments made during FYDR dgreprocessing industrie@iven
the increase of the sector 6s mndongdiumt i vity
technology industrieggiven the increased human capitalpbs will be create



through the focus of the country on the industrial subsectors which will generate the
highest employment: the decrease of the bottlenecks and the impravemihe
human capital will facilitatehe fast development of the manufacturing sector, which
coud be fasttracked further by foreign investments.

3. Third FYDP (2021/22-202526): Realizing Competitiveness-Led Export Growth
The rapidd evel opment of t he avill leadtto g Sgsificantn d u st r
increase in production, which whlave to tanslate inta larger focus on new markets
i n order to furt herecomamg uwevedopmehteThecetorbgtt r vy 0 s
third FYDP will focus on improving the competitivenessall sectors, especially the
manufacturing and servicemes The impraeement in competitiveness will facilitate
export oriented growthand $ gni fi cantly increase Tanzan
trade. The target willbe to transform Tanzania into tineanufacturing hub of East
Africa, whilst making sure all the gains maiteterms of social services, business
environment, infrastructure and productivity are promoted further.

The linkages between these three plans are crwasathesuccess of each of these plans
depend upon the level oksuccessfuimplementation of preweus plans. Foexample the
removal of bottlenecks such as power shortage, latkgbiquality rural roads and limited
skill-training institutions envisaged during the first FYDRéxessar for the manufacturing
oriented growth during the second FYDFheTbroaebased growth that will follow from a
manufacturingpriented growth during the second FYDP will have positive externalities
across the economy and will in turn help in considgraétiucirg poverty and inequality.
This broadbased growth will paveway for the economy to focus on enhancing the
competitiveness of all sectors and fuel export growth during the third FYDP.

In addition, during the implementation of these three Plans, efforts will be oriented towards
ensuring sustainability in terms otaomic, environmental and social perspectivdss
course of developmenit treaded will ultimately lead to the realization of the development
targets enshrined in TDV 202Bigure 1.1below depicts this path to realizing TDV 2025.

1.6 Institutional Imple mentation Framework

The implementation of the LTPP through the three FYDPs will be made possible through a
broadbased institutional impleamtation framework (which is further documented in Chapter
5). The broad sectoral participation will involve specifictions taken by the Government,

the private sectothe MDAs, the LGAs, thé&lon-State actors and the Déepment Partners,
which will all becoordinatedy the POPC.
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Figure 1.1: Achieving the objectives of TDV 2025:

Assuring economic, environmental and social sustainability
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CHAPTER II: OVERVIEW OF TANZANIA 0 S
DEVELOPMENT

2.1 Introduction

The aim of this section is to analyse Tanze
TDV 2025 was launched, and 2010, used in this Plan as the benchmark year. For each of the
main sectors othe economytheir performance during the last ten years tiedchallenges

they arefacingwill be highlighted This will provide the basis on whighe national policies,

the guiding principles and the objectives that will have to be put in place dbragéahese

sectors until 202will be defined(described in Chapter.3)

Section 2.2 analysabe c o u n tGDRaddssectoragrowth rates during theast 10 years

and the arrent economic structur&ection 2.3analyss the macroeconomic developments

during the last 10 years in three major indicators, namely inflation, the fiscal balance (and
public debt) and the balance of payments. Section 2.4 andhgevolution of poverty and

its |inkage with t Rnmally Sxtioma5 toySécedhn ylbamalysehther at e s
evolution of the main socieconomic sectors and highlight the challenges for each of them.

2.2  Growth and Economic $ructure?

Growth: TDV 2025 targetedan annual economic growth rabé 8 percentor moreandto
keep nflation below 5 pecent between 2000 and Z% However, the economy managed to
grow atan average rate afiearly 7 percent over the0002010decad@ Besides inflation
was contained below 6 percent for most of the pefagure 2.1 displays the sectoral and
GDP growth rées between
1999 and 2010. Figure 2.1: Growth Rates of Total GDP,

Agriculture, Industry and Services
For the past 10 yearsthe 2
agricultual s ector 6s "
growth rae remained stunted a '
around 4.3 percent. Crop
production dominated as sourc
of rural income, accounting for |,
about 70 percent of agriculalr | o \
GDP. Nontraditioral crops |a - \ \f//\ .
have recently taken a more |« ) e
prominent role in driving |2
growth. The main constraint:
from the supplyside, which ~Industry-=Services—Agriculture—GDP (Cst 2001 TShs.)
have negatively affected thit SourceEconomic Survey (2010)
sectob s g rapeweldied to
poor rural infrastructure for transportatjiomsufficient water for irrigation and energy
generation inadequatestorage infrastructure and market imperfections. Demand side
constraints include low disposable income of consumers, stunted growth of the local

9%

7%

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Unl ess otherwise speci fiedd acntutahilsy crheafpetresr ,t ot hteh efi s
added before adjustmentso. By wusing this simplificat
Services gives 100%.

% See United Republic of Tanzania (URT), (2a0@L1), Economic Survey 2010.
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manufacturing sector, uncompetitive market prices (both locally anchatienally), and
poor linkage with potential markets.

Most of theoutputin the industrial sector for th2000-2010 period came from increed
investments ilmanufacturing anadonstruction, which accounted fd6.7 percent and®9.4
percentof total indusrial gross capital formatiqgrrespectively(2009 Statistical Abstract of
Tanzania) Other suksectors werefimining and quarryingy felectricity and gas ,and
fiwatelo, which accounted for2.3 percent 10.2 percentand 1.4 percemespectivelyduring
thesame year.

The contribution ofmanufacturing to GDP increased from $8rcent in 2000 t8.8 percent

in 2010, an increase 00.5 percenage pointsover a 10 year perio@Economic Survey,
(2010)) The slow growth of thisectoris explainedoy a slow pae of rural industrialization
and agreprocessing as well as constraints relatethéxcost of doing business, bureaucracy
and infrastructural impediments.

The service sector, which has been leading in ternits obntribution to GDHn 2010, was
consttutedmainlyo f 0t r a d e (2786 peaicentofehe aectogrs 66 r e a | estate art
service$ (20.1 percent a n doubli@ administratio® (18.2 percent (Economic Survey

(2010))

Among the intermediating institutions in economic growth are snrall mediumscale
enterprises (SMEsS)On average,SMEs have been contributing abo@2.6 percent of
Tanzani a6accoaiedfonsore dhan 80 percent afformal employment. Some of

the problems faced by SMEs in Tanzania incladeunfavourable environnm for doing
businesghigh cost of production, delays in movement of goods due to poor infrastjyeture
bureaucratic tax systenpoor governanceand limited economies of scaleAs the East
African Community EAC) moves towards more economic integratimyond the Common
Market, Tanzania will have to maintain its momentum of increasing its share of regional
trade and scoring trade surplus with regional trading partners. This will mean encouraging
expors of valueadded agricultural produciisstead of exprting unprocesseproducts

Economic StructureA closer look at the GDP composition reveals that the services sector,

with 47.8 percent contribution to GDP in 2010, overtook agriculture which has historically
been the | eading sd GDPoshrank IR28 pereenttine20l®,sthus h ar ¢
literally reversing their relative positions compared to 15 years earlier. Figure 2.2 displays the
sectoral transformation that has happened between 2000 and 2010.

As can be seen, the shares of the servicettaadnanufacturing sector remained stable. On

the other hand, the share of the agricultural sector dropped from around 33 percent to 28
percent (given the higher growth in the other sectors and the remaining infrastructural and
productivity issues in theestor), whilst the share of the industrial sector (excluding
manufacturing) increased from around 10 percent to 15 percent (given the high growth rates

in the O6constructi onseadosd 6el ectricity and ga
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Figure 2.2: Sector Contribution to Nomind GDP in Percentage, 200@010
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2.3 MacroeconomicDevelopments

After having analysed the counirys a n n th aate (agdrthee welated sectogeowth rates

and shares), this section highlights the past trend and the impoaiaacenomic policy in

the three main other macroeconomic indicators, namely inflation, the Fiscal Balance and the
Balance of Payments.

Inflation: During the majority of the 2000 to 2010 period, the inflation was maintained below
6 percent, which is onlglightly above the TDV target of keeping inflation below 5 percent
per annum. This was due to the prudent monetary and fiscal policies, coupled with an
accommodating international market situation. But from 2008 onwards, inflation was
consistently above 1@ercent(apart from in year 2010which can be explained Ky) a

sharp rise in food and fuel inflation (both of them having a significant impact oGRhe
calculation and trend), (i) a nominal depreciation which led to an inflation in imported
goods,and (iii) thelong-lasting effectsof important bottlenecks and infrastructure shortages
(leading to increased transportation costs). The Bank of TanZBoi&) has continued

implementings ound monetary policies, ma n sstgratasg t h e
with the view of generating a growpitone environment without positively affecting the
inflati on, whi c h, unt i | the international f

CPI, has proven successful.

Fiscal Balance and Public DebTanzania, between 2000 and 2010, has consistently spent
significantly more than its revenues, leading to widening fiscal deficits and an increasing debt

|l evel . This can be explained by the country
(the averge domestic revenue to GDP ratio from 2001/02 to 2009/10 was 12.2 percent), and

the increasing expenditures (in line with the important infrastructure developments made
during the last decade).

On average between 2000 and 2010, Government revenues@tcisa20 percent per year,

whilst expenditurencreased by more than 21 per cent per ygailoser analysis shows that

on average during the same period, recurrent
6i nterest payment scée sandi dé atrhaenrs fgasds), rseerrwis
of Government expenditure, whilst development expenditure (and net lending) only
represented about 29 percent. The trends of the above mentioreatesgidries are displayed

in the figure below:
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Figure 2.3: Total Government Expenditure Decomposition
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Source: Ministry of Finance (2012)

60t her goods, ser vi c edtheanost importamtnsgehdeng sategorly a v e
during the entire period (reaching over 50 percent in Z&)2As can be seen, development
expenditure as a share of total has been declieirgy since 2007/08, and in 2010/11
represented a lower expenditure share than wages and salaries (which have been increasing
ever since 2005/06Y.his decreasing trend gevelopmenexpenditureshould be reverted in

order to ensure sustained future growth.

Overall, he annual budget deficit increased from 4.6 percent of GDP in 2000 to over 15 of

GDP in 2010 Economic Survey(2010)), and, on average during that perio&r®b percent

of the annual deficit was financed by external sour€esn if the increase in public spending

mi g ht have positively aff ect(WarldBahkeEcooamicnt r y o
Update (2012))the trend might be crowdingut private inestment (IMF,(2011) which

could jeopardize future growth rates.

During the 2000/02008/09 period, the majority of the public debt indicators decreased:

public debt as a share of GDP declined from 65.2 percent to 33.6 percent, the external debt as

a shae of GDP decreased from 55.6 percent to 20.9 percent, and the public debt service as a
share of @vernment revenue decreased from 18.2 percent to 1.7 percent. Only the domestic
debt as a share of GDP increased from 9.6 percent to 12.7 percent. Newgrtheléend

since then has been increasing for all the above mentioned indi€atomsstance, according

to the Bank of TanzaniaQuarterly Economic Review20082 0 1 1) , the country
debt and domestic debt have increase®®yecent and 36 pEent respectivelyn nominal

US dollar terms between June 2008 and June 2Bttording to World Bank estimates,
given the current growth trend in t#HEPCcountr
debt levels by 2016

Therefore, he objectiveof the Government in the fiscal sphere is(ijoenhance domestic
resource mobilisatiofby expanding the tax base by including the informal sector, reducing
tax exemptions, and maximising the rents collected from the exploitation of natural
resources), ah (ii) contain, andimprove the quality, monitorability and efficiency of
Governmentspending(by enhancing expenditure control and accountability, ensuring value

* World Bank, (2012), Tanzania Economic Update.
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for money, and consolidating the fringe benefits into salaries and wages). Both measures will
contribute towards ensuring that maemnomic stability is maintainedalong withclose
debt monitoringwhich continues to be pursued

Balance of PayménThe country s t r ade bal ance has been in d
2010 period, withlthe ddicit increasing from around 8 percenit GDP in 2000 taroundl17

percentof GDP in 2010, given the largannual growth ratesf imports compared t@xpors.

This, in turn, partially explains the nominal depreciation of the Tanzanian Shilling during the
period (with a 76 percent depreciation between the annual averages of 2000 and(&910)
average, the import cover remained at respectable levels, at around 6.4 months for-the 2002
2010 period.

During the same period, the capital and financial accounaireed very positive, fuelled by
large capital transfers and large FDI inflows nominal US dollar terms, FDI inflows more
thandoubled (from below UBS 300 million in 2000 to around W5700 million in 2010), and
representing around 3.3 percent of GDPawarage during the same period (UNCTADStat,
(2012)) As a result, the overall Balance of Payments remained in surplus during the majority
of the period.

According to OECBEDAC (2012) figures between 2000 and 2010, Tanzania has been the
second largest remer of ODA in Africa, receiving on average around 6.2 percent of total

African ODA per year. Furthermore, ODA represented around 11.5 percent of annual GDP

on average during the same peridtdese large inflows have considerably contributed to the
countryd s socioeconomic gr owt h, but given the
dependence and the countryds transformati on
during the next 15 years.

The LTPP growth and competitiveness related policies will be aimedh@oving the

business environment and developing the valddition chain,which will eventually
increase the countrybdés exports val leeloff and r
FDI inflows.

2.4  Development Dynamics: Growth and Poverty Redua@n Nexus

The sustained average economic growth rate of around 7 percent that was enjoyed over the
20002010 period was mainly due to economic and financial reforms and prudent monetary
and fiscal policiesall of which promoted domestic and foreign inveshts. This growth did

not, however, have a significant impact on poverty reduction.

For example, between 2000/01 and 2007, the proportion of Tanzanian households that were
below the basic needs poverty line only fell from 35.7 percent to 33.6 perdéDR(P
(2009)°. This shows that growth has not been brbased and prpoor, the main reasen

for this beingthe fact(i) that the main income source remains agricultural produce, where, as
explained inSection 2.2, the growth rate has been relatively lamwd (ii) that the growth
happened mainly in sectors generating less employment. However, existing evidence
suggests that the poor have increased their access to publicly provided social services such as
education and health, indicating that some benefitgrowth have been +distributed in

® The national basic needs poverty line is set at TS5998per adult for 28 daydpr Tanzania mainland as a
whole. This data is displayed in: United Republic of Tanzania, (2007), Household Budget Survey. This
document will be reffered to as HBS (2007).
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favour of the poor (issues of quality notwithstanding). The challenge ahead is to ensure that
the economy continues to register sustained high growth and that such growtip@mRro
either inherently or through grolweind redistribution.

2.5 Productive Sectors
2.5.1 Agriculture

Despite the s ecs$avarths past desadegandits ddelinimg sshare in total

GDP, agriculture remains one of the dominant sectors in employgeastatiorand export

earnings. As showmiTable 21, the share of agriculture in total GDP gradually declined

from around 33 percent in 2000 to 28 percent in 2010. The sector has grown at an average
annualrate of 4.3 percent between 2001 and 20EQrthermore, the secta@ontributed an

averageof 29 percent of GDREconomic Survey(2010))over the 20022010 period and

over24 percent of t he irc2010 WITSy(Z$2)ex port earning

While it is still strong, there are indications that the séstolominance as a sourcé
employments decreasing. Employmeim agricultural activities represent@d.0 percenof

national employmenin 2006 compared to 84.0 percent in 200070This 8.0 percerdge
pointsdecl ine in the sectorods share of anedpl oy me
by the structural transformation that tends to accompany economic develdpment

Table 21: Decomposition of Agricultural Sector (percent share), Nominal GDP

Sub Sectors 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006| 2007 | 2008 | 2009 | 2010
Crops 69.5 | 69.8 | 70.7 | 720 | 72.2| 70.6 | 69.8| 70.0 | 70.5 | 70.6 | 69.9
Livestock 16.3 | 165 | 159 | 154 | 155| 17.1 | 175 17.4 | 175 | 155 | 15.0
Forestry and 86 | 83 | 709 75 | 75| 75 | 78| 77 | 76 | 85 | 95
Hunting

Fishing 57 | 55 | 55 51 | 48 | 49 | 49 | 49 | 44 | 54 | 56
Agricultural

GDP (%of tota) | 331 | 326 | 322 | 322 | 330 | 315 | 30.1| 296 | 204 | 284 278

Source: URT (2010),Economic SurveyP OPC6 s comput ati on

There are also positive indicatiortsat kbour productivity in the sectas increasing.
Tanzaniabs | abour pr oduuetaddediper agriaylturalworkes me a s |
reported to have increased from aroundDUSL0 in 1990 to UB 290 in 2008. A brief

overview ofthe growth rates in each of thgriculturalsub-sectorss given below

Table 22: Growth Rates in the Agricultural Sector (At Constant 2001 Prices)

| 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | FPeriod

Economic Activity Average
Agriculture 44 | 49 | 50 | 32 | 59 | 44 | 39 | 40 | 46 | 32 | 41 43
Crops 47 | 53 | 56 | 32 | 66 | 44 4 45 | 51 | 34 | 44 4.7
Livestock 3.9 4 28 | 22 | 41 | 44 | 24 | 24 | 26 | 23 | 34 3.1
Hunting and 48 | 36 | 33 | 3 27 | 36 | 46 | 29 | 34 | 35 | 41 3.6
Forestry

Fishing 29 | 48 | 6.8 6 6.7 6 5 45 5 27 | 15 4.7

Source: URT Economic Survey, 20BDOP C6 s

® URT (2008). Economic Survey 2007

computation

"URT and USAID, (2011), Tanzania Growth Diagnostic. This document will be further documented as URT

USAID (2011).

17



2.5.1.1Crops

Crops are the most important undertakinggnaulture. Besides accounting for a significant
amount ofthe agricultural sectd@r sutput(as indicated aboygethe subsector$ contribution

to food availability and household food security cannot be overemphasized. Crop prqoduction
and in particular ta production of grains, is positively linked to the reduction of fasldted
poverty and the cost of living for wage earners in general.

Food selsufficiency, measured by the Food S®iffficiency Rat (FSSR),has been
fluctuating over the 200Q010 period as shown in Figure 2. Overall, there has been
successful assurance of food

security for Tanzania, whick Figure 24: Trends of Food Self Sufficiency Ratio and Poverty

has been accompanied by Indicators (%)

declining trend in the | **° . et .
proportion of food poverty. = *® -
However, there were som
districts which experiencec | ,,
food insecuity. The subsector 20 o~

has grown at an average rate o
4.7 per yeafbetween 2000 anc | -20 200020012002 20032004—20052006—2007 200820092010
2010) butthis growth has beer
erratic  with  high  growth
periods followng

comparatively low growth
rates. As such, there is a need
further improve productivity.
Removirg the pockets of food insecure population will require deliberate policy actions and
more directed resources, including improving transportation networks from food producing
zones to markets and needy districts

80
60

—#—FSSR ——-%Change in Agric Growth Rate p.a.

% Rural Poor ==Y Food Poor

Source: MAFC (2010)

2.5.1.2Livestock

Representin@round 16 percent afgricultural activities, livestock ranks second within the
agricultural sector in terms of its contribution to GDP. The estimated 2010 official statistic

reveal thathere are 19.2 million cattleout of which 680,000 were for mjik13.7 million

goats ad 36 million sheep. Other livestock kept in the country include 1.9 million pigs, and

58 million chickens, out of whicl23mi | | i on ar e O iandp35 omMiendae c hi c
i ndigenous poul try. Out of the 23ersmand16i on O
million are broilers.

Despitebeingthe third largest producer of livestock Sab-Saharan Africalwith an average

of 4.3 percent of GDP t he s ect otodéhe ecanomytisrverp limitadtoarso
contributed less than its potentialasn | mpor t ant source of nutri
annualper capitaconsumption, estimated at kg of beef, 43 litres of milk and 7&ggsis
below the World Food Organizatidnstandard of 5&g of beef, 200 litres of milk and 300
eggs per annum. Otime export side, the presence of diseasesh ashe Foot and Mouth
Disease (FMD)the Contagious Bovine Pleuropneumonia (CBRRg African Swine Fever
(ASF), the Newcastle Disease (ND) and other transmittable animal diseaseasadtiarrier

to theexport of animals and otheelatedproducts. The sector is also facing a problem of
noncompliance to new market demands like the Livestock Identification and Traceability
System (LITS) and Animal Welfare.
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Livestock Products

Production of pork, lamb/muttoand beef for the last ten years has been increasing at an
average rate of 1 percent per annum, despite outbreaks of diSdesexent construction of
modern abattoirs by the Ministry of Livestock Development and Fisheries (MLDF) in
Dodoma and Ruvu, a@nthe recruitment of veterinary officetsas positively contributed to

the increased production of meat. A growing urban populatibere higher income earners
tend to eat more medtas also supported the increased production in meat products.

As for milk, production is mainly from cattle. Dairy goats are also gaining popularity as a
source of milk, particularly fothe poor, and their milk is normally consumed at household
level. Currently, only a small proportion (about 10 percent) of the marketatgkis of milk
produced annually is filtering through into the urban markets and processing, plants
account of remoteness and poorly developed infrastructurthéarollection and marketing

of milk.

Hides and skins are the main export products élitkestock subsector. Data on collection

and export of hides from the varied sources (cattle, goat and lamb) indicates that the
respective values of collected and exporédes and skinsvere steailly increagng from
2002onwards peakingn 2008 and sufequently declining from then onwar@s account of

the global financial crisgsin 2009/2010, a total of 739,315 pieces of cattle hides, 1.9 million
goat skins and 176,400 pieces of sheep skins worth TShs. 8.19 billion were exported,
compared to 982,66@ieces of cattle hides, 2.7 million of goat skins and 769,936 pieces of
sheep skins worth TShs. 12.8 billion exported in 2008/2009. In 2006/2007, a total of 1.7
million pieces of cattle hides, 1.05 million pieces of goat skins and 925,530 pieces of sheep
skins worth TShs. 16.2 billion were exported.

Export and value adding activities in this sector are constrained by a prohibitive business
environment characterised by: (i) inadequate transportation and communication
infrastructure for collection of thew material (hides and skins), (filgh costs of processing

(on account of the need to import raw matsjiand the high cost of utility, (iii)imited
awareness of the value of the raw material among imemisand farmers, (ivjlaying
practices (and egpment) inconsistent with high Jels of quality and recovery, (V)
rudimentary technology at butcher slabs and abattoirstiregguhto most of the raw hidés

skins collected being of low gradend(vi) stiff competition from imported leather products.

2.5.1.3Forestry and Hunting

Forestry and hunting has accounteddmyund 2.3 percent of GDP and 8 peragfractivities

in the agriculture sectofboth figures on average for the 26R010 period) Forests and
woodlands are among the most important natural ressuthe country is endowed with.
They are estimated to cover about 33.5 million hectares, or about 38 percent of total land
area. Part of this, 13.5 million ha, are gazetted as national forest reserves, of which 1.6
million ha are managed as catchmentgdts and 90,000 ha, 150,000 ha and 120,000 ha are
managed by the Government, private industrial and ssnale woodlots, and mediusized
plantations owned by smallholders, respectively. Others are managed as local authority forest
reserves. The remaindis unreserved, being managed under villages or left as general land.
There are 600 national forest reserves and 200 local authority forest reserves. A total of 2.1
million ha are currently under community based forest management (CBFM) and 4.2 million
haare gazetted as village forest reserves.
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In addition, the country has enormous potentials in beekeeping, with an estimated potential
production of about 138,000 tons of honey and 9,200 tons of beeswax per annum.
Nevertheless, only 4,860 tons and 324stohhoney and beeswax respectively are produced
annually, or roughly 3.5 percent of potential. Moreover, forestry and woodlands are essential
for hosting wildlife, and are hence contributing immensely to tourism development.

2.5.1.4Fishing

The dare of fishingn agricultural activities has remained fairly constant over the last decade
(see Table 2)lranging between 4.4 percent and percent per annunand a period average

of 4.6 percent. Its annual growth rate has been less stable. Starting from a |oevc2:3

annual growth in 2000, the sectors growth rate grew steadily to hover aBopectent
between 2002 and 200&nd has sincthen beersteadily dropping to reach a low 1.5 percent

in 2010 (Table2.2). The decrease in growth of fishing activitiesvietn 2009 and 2010 has

been attributed to poor fishing gears, destruction of hatcheries and the decline of demand for
fish in external markets.

Sectoral Challenges:

Given the abundant fertile land and water for irrigation, Tanzania is poised to be a food
surplus country and #he same time have the ability to export a myriad of products from the
agriculture sector to the region and the international market. e sector 6s S U
development will entail surmounting the following challenges(i) the sear 6 s
overdependence on and vulnerability to weatbatterns and climate change, dor and/or
complete lack of physical, financial, human and institutional infrastructure to support
production and distributign(iii) inadequate and erratic use ofestie and technology in the
area, (iv)lack of and/or inappropriate agriculturaidncing and pricing mechanisms, figh

cost and erratic supply of inputéi) limited investment in R&D leading to limitedr o
improvements in the sector, (vipinimal paticipation in the agcultural value addition
chain, (ix)land tenure system that is not responsive to agricultural development investment
promotion needs which ultimately leads to competing use and costly conflicts, rapidly
depleting natural resources,ual to unsustainable management, utilization and the
proliferation of illegal activities (e.g. trafficking of these resouydesthe respective sub
sectors, and (X)oor genetic potential of the local stocks for livestock.

2.5.2 Industry

Industry in its broad efinition includes manufacturing, mining and quarrying, construction,
energy and wateilThe table below displays the share of each of these subsectors in the total
industrial GDP, and as can be seemnaofacturing has been thargestindustrial activity
throughout.

Table 2.3 Industrial GDP divided into sub-sectors (share of total industrial GDP)

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Manufacturing | 48.9% | 46.5% | 42.2%| 39.5% | 39.0% | 38.3% | 37.5% | 36.7% | 37.3% | 39.3% | 40.1%

Construction | 28.7% | 29.0% | 34.5% | 38.1% | 38.1% | 37.7% | 37.6% | 37.1% | 36.7% | 36.1% | 35.6%

gh”;:‘%ﬁgd 8.2% | 9.8% | 10.7%| 11.4%| 12.3% | 13.8% | 15.5% | 16.8% | 16.2% | 15.2% | 14.9%

Electricity, gas| 11.6%| 12.0% | 10.2%| 9.0% | 8.5% 82% | 74% | 7.6% | 8.1% | 7.8% | 7.9%

Water supply | 2.6% | 2.7% | 2.4% | 2.1% | 21% 21% | 20% | 1.9% | 1.8% | 1.7% | 1.6%

Source:Economic Survey2010)

8 The o6electricity and-segassw!| ahd
t hi

dwater wstuphpindteoeb d6en
and sanitationd sections of S

Pl an.
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2.5.2.1Manufacturing

Manufacturing has a special role to play in the economy, in terms of championing innovation
in science and technology. The sector is also tasked to lead the envisaged cemesditi

drive and economic transformation towards Vision 2025. After a lacklustre performance
during much of the 1980s and early 1990s, the sector picked up modestly thereafteritthough
has not been able to record double digit grorateson average. Ovehe20002010period,

the manufacturing sector has been growing at an average of 8 percent per annum in real terms
(with a peak of 9.6 percent in 2005), and contributing an average of 8.9 perc&@bP in

real terms. The sector accounted on averagd2of of total exports (with a peak of 26.1
percent in 2010) and 14.7 percent of #i@ditional exports (with a peak of 29.2 percent in
2008)(Economic Survey(2010))

The manufacturingsector is currentlglominated by food processing. In 2010, for exkEnp

this subsector ranked first in terms of gross output, employment and value added, accounting
for 23.6 percent, 40.9 percent and 26.7 percent of total manufacturing, respectively. Large
scale enterprises dominate, witheir location skewed to Dar esaham, Tanga, Arusha,
Mwanza, Morogoro and Iringa.

The performance of the sector has been constrained by both pelated and sectar
factors. At the policy level, the issues relate to the nature and implementation of industrial
policies t h e s imwvardlooking rientation and sustainability issues. At the industry
level, the issues relate to structural constraints, low capacity utilization, high product®n cost
(mainly caused by infrastructural impediments, erodindn e s eamnpdlitivenass
competition from cheaper imports, weak forward and backward linkages, low export drive
and economywide high cost of doing business.

Manufacturing can enhance its role in the economy gi¥ethe resource abundance in
primary productsespecially theagricultual products(in its broad sensegnd the minerals
and nommetallic products (including oil and gasjfii) the unsatisfied demand for
manufactured products in both the domestic and external madkeds(iii) the human
resource base for employmemeation.

2.5.2.2Mining and Quarrying

Tanzania is endowed with rich mineral resources, though the full potential of the sector is yet
to be realized. Mining is an important employment generating actegyecially in small

scale mining.Since independencenineral development was done by t8&te through its
agencythe State Mining Corporation (STAMICO). Liberalization of trade in minerals in the
1990s led to increased local and foreign investments, attracting large global mining
companies, especially ingtgold subsector.

Mainly as a result othe aforementionedolicy changgespeciallyin theeconomic and legal
sphere} the mining industry experienced a boom in both mineral exploration and mining
activities. Notable developments includbeéincreasedgroduction from five largecale gold
mines (Nzega, Geita, Bulyanhulu, North Mara and Tulawaka).

Nevertheless, gmstone and other precious metals havew integration in the domestic
economy. On the other hand, mineras ihdustrial use/intermediatgroducts such as coal,

iron ore, uranium, titanium, kaolin, phosphate, niobium gypsum, limestone, etc. have a
relatively high integration with the domestic industrial production.
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T h e s erovwthoinr réakterrgs warelatively high in the early 2000s (i1 a peak of 17.1
percent in 2003), but slumped after 2007 to single digit rates, reaching 2.7 percent in 2010
and aGDP contribution of 2.4 percenas the initial upsurge in investments faded.

The performance of mineral exports hescentlybeen improung, mainly due tothe rising
gold price on international marketstself caused byanincreasing demand to hedge against
depreciating currencies and other financial asdéts. future development of minerals will
most probably lead to large increases inv&@ament revenues and might positively affect
GDRP levels.

The mineral sector has continued to face challenges, in partimvamtegration with other
sectors of the economylow development of smadicale mining low capacity of the
Government to motor the sector and leverage sufficient returlisv levek of value
addition and high environmental degradation. Other challenges have included unsustainable
development and health and safety hazards.

In view of these and other challengebe Governmentin collaboration with key
stakehol der s, drew up t he ASustainabl e Ma r
(SMMRP) 2009/10 to 2013/14, aimed at strengthening the mineral sector.

2.5.2.3Construction

The @nstruction suisectorrepresents significant industriadctivity, which has the potential
to createa large amount o mp|l oy ment opportunities. About
workforce is employed in thsector(SeeWB, Enterprise Survey

Construction activities are primarily overseen by the MinistryMufrks. Two otherpublic

institutions are also key, namely ()tRer i me Mi ni st er 6s Of fi ce, Reg
Local Governmentwhich is responsible for urban, district and feeder roaafsl (i) the

Ministry of Water and Irrigationwhich is responbie for theconstructions related to water

and irrigation development.

There are aumber of Agencies involved. The Tanzania Roads Agency (TANROADS) has
been the main executing organ for development, construction, maintenance and repair of
trunk and reginal roads and bridges, facilitated mainly by the Road Board Fund. The
Tanzania Builling Agency mainly deals witthe construction of public residential properties
(especially for Government officialsThe National Housing Corporation (NHC) facilitates

the provision of serviced land, housing and other buildings. The private sector has been active
in the construction of both commercial and residential houses.

The sectab s annual real 6.0 peveentin 2000 ¢or1@. 2 pereeamt inf2010, m
with apeak of 15.6 percent in 2003. In terms of relative contribution to GBfyeen 2000

and 2010the sector recordeits highestshare of GDP in 2010/(0 percenbf GDP), which
wasmainly attributed taheincrease in construction and rehabilitation ofd®and bridges,
residential and nenesidential buildings, airports and water infrastructures.

The sector faces challenges related (ip low financing and inadequate funds for
maintenance, rehabilitation and upgrading of ro&ddsinadequate capacityf éocal experts
(contractors, engineers, architects and quantity surveyors) in terms of number, skills and
equipmentand(iii) high cost of construction. Others include professional miscontinetly
proceduresand a slow institutional process
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2.6 Infrastr ucture

The provision of quality infrastructure plays a major role in economic development across the
country. In order for rural areas to compete for inward investment and internationally, they
must have access to adequate transport, energy and telecaatmounsi infrastructure. The
main challenge in infrastructure and services provision will be to minimise-utirah
differences in the supply and quality of facilities. This will facilitate the extension of the
benefits ofthe nationalsociaeconomic develment across and within regions. Rural areas
will thereforebenefit fromthevery substantial levels of investment in infrastructure included

in this Plan.

Tanzania serves the landlocked countries of the regiod,t is therefore imperative to
ensure tht the potential transit traffic is not diverted to alternative roots dwelack of
investment in transport infrastructure and services. Currently, it has been obsenibé that
infrastructure and service development in railway and paxtsinadequatd his has resulted
into the diversion osome ofthe traffic, for example fronthe Dar es Salaam Port to ports in
neighbouring countrieslanzaniastrives to modernize and exparis physical infrastructure
(road, railways, sea ports, airport, and laketgotro link the domestic economwith the
regional network irorder to ensure reliability and safety.

Every sector of Tanzaniads infrastructure f&
the sector is inadequate investment in the sector attrillytdzidget deficit to rehabilitate

and modernize those infrastructure system which includes; energy, railway system, harbours

and airports, land, ICT, etc.

2.6.1 Transport

The contribution of the transport sector to GDP has been fairly stalging between
5.1percentand 5.4percent of GDPbetween 2000 and 2010t accounted for around 5.6

percent of GDP in 201(Economic Survey(2010). This is in spite otherapid increase in

the sector which has been growing at an average rate of 6.1 percent anreratheqeriod.

The sectords growth and performance have <co
and private sector investments in road rehabilitation, modernization of port services, and the
improvemenbo f mar i ne and ai r s egrowth wae 8 percedtvne20181 | , t
slightly up from the 6 percent growth seen in 2009.

2.6.1.1Road subsector

Road transport is the dominant maaferansporin Tanzaniaaccouning for over 80 percent

of passenger traffic and over 70 percent of freight traffithénlong termthe objective is to

change this structure by improving other modes of transportation in order to heffieiant

and i ntegrated transport system. Despite t
network, extendingt to rural areas whr e t he majority of Tanzani
carrying out substantive economic activitless been a challenge. As noted earlier, only 24

percent of Tanzaniabs rur al p op uMeaheriramec. | i v e
This makes the flow bgoods and services to and from the rural areas difficult and expensive.
It has also inhibited the countryés ability

24bel ow portrays the current state countryos

® URT, (2011) Economic Survey 2010
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Table 2.4: State of road infrastructure in Tanzania, 2010 (km)

Road Class Paved Unpaved Total

Trunk Roads 5,478 7,308 12,786
Regional Roads 840 19,386 20,226
District, Urban, Feeder, Roads 774 52,686 53,460
Total 7,092 79,380 86,472

Source: TANROADS (June 2011)

Trunk roads in Tanzania link regions and neighbouring landlocked countries and the rest of
the globe. However, Tanzania has the lowest road density in the East African region, with
only 103m/kmz (and only 7.4 m/kmz2 for paved roads)

Table 2.5: Road Densily in Some EA Countries

Country Particulars
Kenya Total Network (m per sq.km) 261.9
Paved network (m per sg.km) 15.2
Uganda Total Network (m per sg.km) 330.8
Paved network (m per sgq.km) Unknown
. . Total Network (m per sg.km) 96.5
Tanzania (mainland) Paved network (m per sg.km) 5.0

Source:

The main challeges in the road sector include: (i) inadequate funding dad projects
demand large fundidor periodic maintenance and development projegtsch has affected

the performance of the sect@ue b detrioration of the roads arttiedifficulty in execuing

new projecty (ii) overloaded vehiclesvhichcause damage to road pavements and reduce its
lifespan, (iii) inefficiencies of design andpervisbn, which leads to various issues during
the impgementation of projectsand (iv) the low skills and the lack of working
facilities/capacity in local construction industries

2.6.1.2Railway subsector

Railways provide a relatively cheap and safe transportation service, making the efficient
transportation opassengers and freight within the counatg wellas between th country
andthe neighbouring lantbcked countriespossible. However, the national railway services
have not been satisfactory.

There are currently two public organizations providindway services. Thérst one is the
TanzaniaRailway Line (TRL) managing a network of 7 lines with a total length of 2,724 km

of single trackMeter Gaugerailway network travdling across 12 out athe 21 regions of
Tanzania MainlandThis service is opating below capacity, with the volume of freight and
passengers on a declining trend owing adack of maintenance and the subsequent
deterioration of the infrastructure and facilitidhe second one is th€anzania Zambia
Railway Authority (TAZARA), which operates a 1,860 kime between Dar es Sam and

Kapiri Mposhi in Zambig975 km of it liesis in Tanzania While freight tonnage on the line

has been growing at an average rate of 18.1 percent a year for the pasttBegslaostage of
locomotivesand the poor state of the passenger rolling stock has led to a substantial decrease
in the number of passengers originating from both countries being served by the network.
Improvemernd in the railway performance wijlapart from other benefitselieve pads from
persistent damage due to its excessive use, as bulky traffic will be carried by a more efficient
and durable railway infrastructurejence lowering roads maintenance and rehabilitation
costs.
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Generallythe challengeghat have severely impactéake effective and efficient provision of
railway services are (i) thdilapidated infrastructurg¢following inadequate investment in
maintenance and rehabilitation of railway lipe@i) the outdated locomotives and wagons,

and (iii) the outdated permam¢ way (leading to high maintenance cpstTherefore, the
development and improvement of railways infrastructure cannot be marginalized. Successful
improvement of the railway sub sector is critical to effectively support economic growth.

2.6.1.3Air Transport subsector

The condition of basic airport infrastructures (runways, aprons, taxiways building and
equipmenk for most of the airports in Tanzania mainland is still poor. As a resalfi¢,
reliable, and comfortable air transport services are assured onhlgdine dry season.
Despite the above mentioned constrains, therairsport suisector has registed steady
growth, with the number of passengers gimwby 7 percentthe aircraft movement by 13.8
percent and the amount of cargo (in tonnes) by 17 pencé®10/11. There are a total of 7
licensed air operators (as of March 202Bnd 368 aerodromes which are owned, managed
and operated by different entities. Tanzania Airport Authority (TAA) owns, manages, and
operates 62 airports. There are three itiéonal airports namelyMwalimu Julius Nyerere

in DaresSalaam, Kilimajaro and Zanzibailhe main characteristgof the aviation industry
have been the high cost of air travgbr domestic andegional/continental flights)as well as
inadequate airannections.

The main challenges for aviation are (i) to develop airports and airstrips to handle traffic to
inland destinations, for tourism and business purposegp(ipsure theavailability of air

travel enables potential investors to complete tlramsactions in time, (iii) to attract more
international airlines to fly into Tanzania, through liberalization based on Yamoussoukro
decision, and (iv) to develop an aviation industry witie capacity andcoststructurethat

will facilitate the transpdation of fresh productgincluding cut flowers, vegetables and
fruits, meat, fish,etc), given that lhere aremany areas in Tanzania witthe potential to
produce these products.

2.6.1.4Maritime Transport subsector

The @rgo handled at ports over the paseéhyearg2008/092010/1) has, on average, been
growing at 11 percent per annum. Dar es Salaam port continues tbhe largesport,
handling about 89 percent of the total cargo trafficoA201Q the targeted market for transit
cargo services laanot been fully tapped due tthe poor performance of thmaritime and
inland transport subectos. The aim is to makan optimum use of largavailablemarkes,
givent he countr ylmtogmeogr aphi cal

The main challenges fdahe marine transporsubsecta are (i) the imited capacity to serve
container traffic(as demand has been growing Yagii) the nfrastructure constraints
(especially at berthsand inefficient working facilities, (iiixhe ineffective inland transport
system, and (ivlheinadequée fundsto implement development projects.

2.6.1.5Pipeline subsector

As of 2008, Tanzania had 253 km (157 mi) of gas pipeline, 888 km (552 mi) of oil pipeline,
and an 8 km (5.0 mi) pipeline for refined petroleum products in Dar es Salaam. Currently, the
Tanzam and Zambia (TAZAMA) crude oil pipeline accounts for a large portion of the

1 Tanzania Civil Aviation Websitenttp://www.tcaa.go.tz/
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country's crude oil transportation capability. It currently handles 600,00@st@f crude oil

per year, although it was designed to handle 1.1 million tons. é&tbn-going nitiativesin
natural gaexploration there is a need to invest more in pipeline for transportation of gas as
well as crude i

There are only two functional long distance pipelines in the coufijrythe TAZAMA
pipeline referred to abovewhich trangorts crude oil from Dar es Salaam to Ndola refinery
terminal in Zambiga distance of 1,750 Kmand (ii) he pipelinewhich transports gas from
SongeSongo Island to Dar es Salaam, over a distance okia32

The main challenge in pipeline transportaseixpand the servieg¢o reach other aregsuch
as the Great Lakeggion) Hence, the implementation of the long stangimgline projecto
connectDar es Salaam to Mwanza and Kigoma neexisediting. Similarly, if possible,
TAZAMA should also transpodomestic petroleurto regions in Southern Tanzania

Addressing the constraints inhibiting the growth and development of this sector is important
if the sector is to contribute effectively tioe socioeconomic transformation of the country,
especially given thetarget of becominga transportation hub fothe region given its
geographical location. The main challenge which has to be overcome is shorihg
requisite financial, human and institutional capacity to devéberansport infrastructure

and facilities to a level and standard that can enable it to play thisReithermorejt is
expected that maintenance remains a pripagcompanied by mechanisnmensuringthe
continuous improvememt f t h e infegractu@r 0 s

2.6.1.6Meteorologysub-sedor

The Tanzania Meteorologicalgiéncy (TMA) provides weather and climate servicasd
therebycontributes to the welbeing of TanzaniandfMA servesmany areas including air
transport, road transportmarine transport, railway transport, constructiamdustry,
agriculture services, tourism and enerfye ver t hel es s, the sectoroés
very | imited, and does not match the country

The neteorological infrastructure in Tanzania consists os@&ptic sations(of which 16
operate 2 hourgday, 6 for 15 hourklay and the remaining 6 for 12 hoildoay), 157
climatology ¢ations, 2056 registered rainfall stations, offshorearinemeteorological
station, 15 agraneteorological station@perated by TMA in collaboration with Ministry of
Agriculture, Food Security and Cooperatives (MAFC)4 Automatic Weather Stations
(AWS) located at various gtans in the country, one uppair station located at Julius
Nyerere International Airport (JNIA)) Dar es Salaam, one weathadar stationin Dar es
Salaam and 2 Numerical Weather Prediction (NWP) models.

TMA is facing several challenges in prding high quality, reliable and timely
meteorological services to cater the reeeflthe various socieeconomic sectors. The major
challengesnclude (i) the state of thecurrent observational station netwprkhich is not
sufficient to capture all climatic regimes and the local clim@iethe lack of sufficient data
(due toa low density of station netwosl, which affects research on climate clgan
monitoting, attribution, and detection, (iii) thgiag telecommunication systen(s/) the back

of automatic linkages betweeithe national observing network andhe national
communication centre(v) the hck of automatic linkage between TMA and spgecif
meteorological information usensicluding media, disaster management institutions, farmers
andthelocal communies at large, and (vihe Climate Computing Project (CLICON)d
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the Meteorological Database Management System (DBM&)ch both needb be upgraded
to accommodatenore information.

2.6.2 Energy

The lack of a reliable energy supply has been identified as a chief binding constraint to
Tanzaniads growth by the recently concluded
URT-USAID team of expest. According to the ,d&emeddby Deve
the International Energy Agencyanzania is ranked &ut of the 64 developing countries.

Looking at the electricity production, increased investment over time has enabled this sector
to inaease (i) the installed capacity from 785 MW in 2000 to 1,051 MW in 2010, (ii) the
generation from 2,539 GWh to 3,824 GW4nd (iii) the proportion of population enjoying
electricity from 6 percent in 2000 to 14 percent in 2010.

To approximate the curregap in electricity generation, one coulse theelasticitybetween

GDP growth and electricity demand, which seems to be close to unity in many developing
countries Given Tanzaniabds aver ag@eéperaentnaleatlicty GDP ¢
generatiorshould havehad togrow at aound 7percent per yeaduring the same period in

order to match increasing demaridhis would have implied an increase in generation from
785MW to around 1,550MW. Given the need for a buffer of about 15 peodetutal

capaciy (as of best country practice (URTUSAID, (2011)) this would have meant an
electricity generation of about 1,800MW in 2010. Neverthelédsg t 6 r eser ve mar gi
generation system for the national grid has been virtually zero since 2006 {SRID,

(2011).

It is no wonder, thereforeéhatper capita electricity consumption is relatively low, estimated
at 85 kWh per year compared to 432kWh and 2,176 kWh forSaihlaran Africa and World
averages, respectivelBesides the recently adced electricity generation capacities have
mostly been either of the intermediate or sgikads. The basmad generation capacity has
in fact declineddue toincreased uncertainties in water floggiventherain shortageps

Among comparator countries in s@aharan #ica, Tanzania ranks first in terms dfie
number of power outages peronthand Tanzanian firms receive the@ghestshareof their
electricity from generatorgaccording to the Enterprise Survey conducted by the World
BanK). Access to modern sources oifeegy in both rural and urban areas has remained low.
Only 2.5 percent of rural households as well as 11 percent of urban households are currently
connected to electricitywhich has a negativémpact onforest depletion (due to over
deforestation in sednoof firewood and charcopal

Improved access to modern energy services is one of theopdiions for transforming

rural Tanzania. The country has many potential sources for generation of affordable and
reliable modern energy for domestic and indusuige in rural areas. Despite the immense
potentials, the level of development of these sources is quite low. These sources include
renewable energy development (such as 4mygiropower generation, biomass cogeneration,
and solar energy) and noenewable gurces (natural gas, petroleum and coal). The
recognition of division of energy sources into renewable andrelewable is pertinent
particularly due to sustainability and environmental considerations.
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Renewablesources

Considering the increasing demdiod energy, it is pertinent to depend as much as possible
on renewable sources of energy. Though hymbrever constitutes about Sercentof the

total installed capacity, only 12 percenftthe countryd proven hydrepower potential has
been developediround90 percentof the total energy consumption in Tanzania comes from
bio-mass fuel. More than 80 percent of the energy derived from biomass (mainly charcoal
and firewood) is consumed in rural are@kere have been few private sector projects aimed
at biofuel production. Solar energy has been exploited at a very limited scale, due to the lack
of awareness and availability of solar energy equipment. Other renewable qtikecése

wind and geeherma) have not yet been utilized on any significant saile to limited
knowhow of technology and lack of finance. Solar and wind energy account for less than 1
percentf total energy production in Tanzania.

Non-Renewablesources

Of the proven total potential of 13,200 million tonnes of coal, only 0.04 perdst/eloped

per annum. The substantial natural gas deposits discovered in the southern coastal areas at
SongeSongo and Mnazi Bay ke not yet been utilized due to delays in development of
efficient thermal generating capacity. Tanzania has abotilion cubic feet of proven

natural gas reserves, which represent 24 years of reserves at current levels of production and
more than 100 years of reseré@iobable reserves are taken into accbuithe increase in

future gas production will lead to signiint increases in Government revenue, and will
positively affect tTheeeledatricity generatidn sdepéhdsPa ldt env e | s .
petroleum productgiue to the unreliable nature of national grid supibsequentlyabout

46 percenpf firms in Tanzaia own a generator.

The main challenges faced by the electricity sectar(grthe lack of large scale investment
since 2000, which has led to numerous sisedlle projects, hence translating into a lack of
economies of scale in power production, tfi¢ limited participation of therjwate players in

the energy sector due to the fact that electricity tariffs are not cost refl¢stjviependence

on expensive foreign oignd (iv) the lack of dynamic demand projections which failed to
take into acount the huge surge in demand (due to the development of the mining and
industrial sectors)

2.7 Land

The issues of accessing and receiving the right to use land for development purposes are
critical for an effective implementation of any plan. As such, tleeessful implementation

of LTPP will hinge on generating the requisite land distribution and access management
framework to ensure timely availability of land for planned socioeconomic development
programmes and projects. Having many areas with unutilesed in Tanzania does not

imply that the same is easily accessible and could be availed for development activities.

Although all land is owned by the Government, in trust of the Head of State, the largest
portion is under customary law and controlled \ojagers. Investors in Tanzania have
complained about the complications related to the acquisition of rights to use land.

According to the 2012 Doing Businewaalr eport
ranking declined compared to the previousrydar a large extent because of the issues

™ As of end of February 2012¢eording to Reuters, the proven reserves have been raised to over 10 trillion
cubic feet(given the new Statoil discoveries along Tanzanian coastline).
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related to land acquisitiofespecially the number of days and procedures requaed)
property rights.Globally, Tanzania ranks 158ut of the 183 economies on the ease of
registering property, which has agadive impact on its capacity to attract investors. As a
comparison, Tanzania has a lower score than any EAC country (which rank anywhere
between Rwada (6" and Kenya (139)).

The problem of unplanned and untitled land is holding back sustainableitiisation. In

2010, for example, the proportion of land which was surveyed and titled or designated for
particular uses was estimated to be about 1
the consequences of this situation is an increaseeimimber of land disputes among rural
communities, Government agencies, investors and individuals. Such disputes do not only
threaten peace and harmony, but also increase the cost of doing business, which has the
potential of deterring woultde investors.

The process of surveying, parcelling and titling land is lagging far behind the demand for
acquring land, for both settlement and commercial purposes. It is diffioulstakeholders

in the current environment, to acquire land as a commercially @&kt that could be used

as loancollateral, for instance.

The main challenge that the sector faces is an inadequate land administration system. Most of
the storage and retrieval of information on land titles and transactions is done manually.
Furthermore some of this information is kept by Local Government Authorities (LGAs) and

is not shared with the relevant institutions. As a result, the processing ofelatet
transactions is inefficient, resulting in increased costs to individuals and insstution
businesses seeking land administration services.

2.8  Housing and Human Settlement

Tanzania is facing a growing urban housing shortage, fuelled by the increasingrivaral

migration trend. In 1995, it was estimated that aboypét@entof the urban poglation was

living in temporary shelters of squatter/slum areas. There is no significant improvement to

date. The growing housing shortage is confirmed by overcrowding to around 4 persons per
room and high room rental costs. By 2000, it was estimated that Tanz ani ads ur be
about 2,200,000 additional housing units were required. Currently, about 70 percent of the
urban population is living in unplanned settlements, and about 60 percent of the urban
housing stock is to be found in these settlements

Urban development in Tanzania has been generally heterogeneous, ranging from specially
planned to unplanned dwellings. Studies have indicated that about 32 percent of such
dwellings could be classified as being in bad condition, 51 percent in fairtioondnd 17
percent in good condition. The Housing danterpriseSurvey (2006) highlighted that the
reason for the poor conditias the fact that a large number of houses are financed by own
means, given the existing lack of credit for private real egtatjects.

One of the consequences of the rapid urbanisation is the cost of Tiegent rates differ
between the rural and urban sectors, but also within the,@tesrding to (i) the distance
from the commercial districts, (ii) the availabilibf basic human services, (iii) the size, and
(iv) the nature (planned or unplanned) of the prop&t200m2property in most cities on the
mainland wouldcost around TShs.1.77 million (U5 1,358) per month, or aroundShs.
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7,000 to TShs. 8,800 (IB571 USD 7) per m2. In Zanzibar, the same could cost as much as
TShs. 2.36 million (UB 1,811) per montH.

There is also a lack of city planning and urban land division according to activity. Homes are
increasingly being surrounded and/orepasting with commeeial establishments. Virtually

no separation has been made betwessidentialand recreational areas. A number of
residential houses are increasingly turned into shades for commercial and industrial activities.
Residential buildings in many parts of unb@anzania tend to be concentrated around sea,
lake and river shorelines. Over 90 percent of urban residential houses are within a 5 km
radius from the commercial districts, yet increasingly spreading out.

In rural areas, a significant number of dwellirage constructed from mud and poles or from
mud bricks and blocks. A smaller percentage of dwellings are made of concrete and stone, or
of baked and burned bricks. Most dwellings ldasic amenities (such as water, sanitation,
electricity, etc.) Piped ioor water is available to about efeairth of householdsand only
abouthalf of themhave private toilets.

The challenges of the sector, therefore, inclygemproving the affordability and ease of
home ownership, (ii) improve the quality of the stiig property (in urban and rural areas),
and (iv) improve settlement planning.

2.9 Services
2.9.1 Trade and Commerce

The adoption of economic reforms in 1986 saw, among other developments, a rise in both
exports and imports. However, imports have been increagiragfaster rate than expaqrts

l eading to increasing trade deficits in the
trade recorded an increase in 2010 compared to 2009: exports increased by about 30 percent
from USD 3,295 million in 2009 to USD 297 million in 2010, and imports by 22 percent,

from USD 5,834 million in 2009 to USD 7,125 in 2010.

The structure of exports has changed remarkably over time in favour efaalitional
exports. Traditional exports in this context include coffee, npteal, tea, tobacco, cashew

nuts and cloves. In 2010, tobacco accounted for about 42 percent of the total value of
traditional exports, followed by coffeéwhich accounted for about 18 percenNon
traditional exports include petroleum products, miler@specially gold), manufactured
goods, fish and fish products, vegetables and flowers. In the same period, minerals accounted
for about 49 percent of the total value of ficarditional exports, followed by manufactured
goods/industrial goods which aceded for 30.3 percent.

Wholesale andetail trade is one of the key ssbctors in the economic development agenda

of Tanzaniawhich is expected to expand sténtially as the economy moves towaitds3

percent growth target. Informal and formal tradd anzania accounts for approximately 12.1
percent of GDP. Most of the employment in trade is found innfoemal subsector, which

refers to businesses that are not registatatle Registrar of companies. This ssdctor is
characterized by ease oftgnand exit; reliance on indigenous resources; family ownership;
smallscale operations; labour intensigad adaptive technology; skills acquired from and
outside of the formal sector; and unregulated and competitive markets, among others. These

12 seeHousing and Entreprise Survey (2006)
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enterprses are found in every part of the country and have great potential for creating a
variety of jobs while generating widespread economic benefits.

According to World Banldata (2010, Tanzania rates favourably in comparison to Uganda

and Kenya with respetb the cost of exporting, while theationalcustoms procedurese

rated asthe least efficient inEast Africa according tdhe Global Competitiveness Survey

(WEF 2010). According to the Trade Freedom Index (Herit&gendation (2012),

Tanzania ranksddow itska st Af ri can counterparts with res
international trade in services are also constrained by several legal and administrative factors.
Hence, there is a need to facilitate trade and commerce further in Tanzanidubynge

customs procedural delay and improve treglatedinfrastructure.

Access to affordable trade finance and credit facilities are crucial to the growth and
development of wholesale and retail trade. Furntioee several factors continue tohibit the
expansion of the sectomamely: (i) the limited access to affordable credit facilities,
guarantees and credit rating agenci@s3, limited access toventure capital (iv) limited
financial services in rural areas, avg the levels otcollateralrequrementsto access credit.

Tanzania has the potential to benefit from an enlarged regional market as the Common
Market for the Eastern and Southern Africa (COMESA), the East African Community (EAC)

and the Southern Africa Development Community (SADC) pdaimplement a tripartite free

trade area by 201 he countrydés transport network || inl
to international markets. Countries like Rwanda, Burundi, Malawi, Zambia, Uganda and
Congo DRC depend on Tandpatntd ged their gomds owerseas ai | w
Transit trade can play a big role in Tanzan
the country must expand and modernise the necessary infrastructure.

2.9.2 Tourism

Tourism is a booming sector in Tanzania. Bhect or 6 s growt h has been
that promote Tanzania as a sustainable and quality tourism destinatigdturally and
socially acceptable, ecologically friendly and economically viable.

In 2010, the number of foreign tourist arriva¢ésated 782,699, up from 714,367 arrivals in
2009, an increase of 9.6 percent; and receipts stood at USD 1.25 billion compared to USD
1.16 billion in 2009, an increase of 7.8 percdnth e s e rovitho(lnotiels ang restaurants)

has been increasing in recerdays, from 4.1 percent in 2000 to 6.1 percent in 2@hd
accounted for 2.3 percent of GDP in 20T@avel andtourism directly employs around 3.7
percentbf thetotal workforce.

The sector has been billed as a revenue generator, creating income thaticaested in

ot her sector s, i mplying itéds a growth driveul
the highest multiplier effects in the economy by virtue of its ability to lintk wther sectors

and subsectors such as agricultureateringfood for tourists), transport (for people and

goods), industry (value addition of agricultural produce, paper and packaging products,
clothes), services (banking, security and entertainment) and utilities (telephone, water and
electricity), allof which creding employment and tax revenue the Government.

According to the statistics provided by the World Travel and Tourism Council (2010) league

tables, Tanzania performs lower thdre world average in terms of all three indicators
namely: (i) to u r i esontribstion to GDP(ii) investment andiii) employment.Although
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Tanzania performs better than many of its neighbours, countries like Namibia and Gambia
consistently outperform Tanzania. Tanzania is rankdtir8éerms ofthe absolute size dts
tourism industry(out of a total of 181 countrigsThis ndicates the tremendous scope for
improvement in terms of contribution of this sector to the econortheifuture, which needs

to be exploited.

Despite these potentials, the sector id beket withproblems related to poor infrastructure
and infrastructural facilitieo ensuresmooth operations and comfortable travel and &tay
touristy, low investment in hotel facilities and trained manpowad underdeveloped
international, regional and doste markets.The main challengefaced by the durism
sectorthereforeinclude: (i) the ppor and inadequate infrastructyie terms of connection®
tourist attractionk (ii) the lack of land use planning geared towards tourism development and
the emegence of ncontrolled tourism developme(#.g the dficulties in developing beach
tourism), (iii) the Imited budgetary system for conservation activjti@g) the hadequate
skill level of thetourismrelatedtechnical staff(v) the degradéion of local natural resources
and theeconomic, cultural and social systems originating from mass touaisd (vi) the
lack of reliable community tourist information centers.

2.9.3 Financial Services

Long-term sustainable economic growth requires the development airal and efficient
financial system that accommodatike coordinated development of three complementary
forms of finance namely: bank finance, budgetary finance and otherbamking financial
services such as stocks and securities, riinemce and ingrance.

Bank finane operates through the intermediation of banks in compliance with relevant
regulations requiring asset security, capital and interest repayment. This type of finance is an
indirect form of financingwhich translates intsignificant mdtiplier effects for the project s
realization. Its effectiveness depends on the level of development in avedébility and
financial infrastructure. In order téasttrack the national economic dewabment, bank
finance has to be used as a publidgyotool as well as a commercial medium. Nzsnk
financial institutions, such as insurance companies, mortgage providers, and pension funds,
are critically important for mobilizing savings and providingriketbased safety nets.

In Tanzaniathesethreeforms of finance are ndialancedthe economy heavily depends on
government finance. The banking and securities markets are not developed enough to give
the requiredsupportto achieve sustained high levels of economic growth and development.
The financid sector as a whole is not very competitivdgrant, and efficient and does not
reach the majority of the population. As a result, a lot of resources are not mobilized and
pooled together, and hence not efficiently allocated. This also limits the roardansion

and diversification of investmempportunities, risk sharing, and easier exchange of goods
through effective payment systems. Furthermore, inadegasource mobiliation reduces
lending activity and maintains external financing barriarsd thus limits the expansion of

firm and entrepreneurial activities. Consequently, ecoaodevelopmentas a whole is
constrained.

Tanzaniads f i nanc many deglpmng eoomtriésateyras obderheistic d
creditand credit to the private sect@s percentage of GDDPAccording to the World Bank
data (WDI, (2012)) , Tanzaniabds domestic ¢
stood at 16 percent of G whilst the average for lower middlecome countries at the same
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date was around 40 pent®, According to URTUSAID (2011),due to the high risk nature

of agriculture, the share of creditttee agricultual sectorhas remained low at an average of

9.9 percentof total lending over 199Q009. Increasing domestic credit to the private sector

wi || boost GDP growth and the countryds soci

But this also has to happen through an improved access to the financial services. According
to the 2009FinScopesurvey, only16.7 percent of the adult population was formally
financiallyincluded (i.eusing financial products that are supplied by institutions with a legal
precedent),the informally include represented 27.3 percent (using products from
institutions that operate without a recogniteghl governange and the excludedepresented
around 56 percent. For comparison, accordingin&cope the financially formally included
represented 66 percent in South Africa (2008), 48.2 percent in Botswana (2004) and 47
percent in Namibia (2007)n order to deepen the financial secto Tanzania, it is crucial to
increase the number of financially included people.

The financial market in the country is alsglatively small compared tthe lowermiddle
income countries. For instancecarding to the WDI database, the market capa#bn of

listed companies (as a share of GO 2010 was aboui.5 percent in Tanzania compared to

66 percent in lowemiddle-income countries. Besides, the total value of stocks traded (as a
shareof GDP)in 2010 was about Q percent in Tanzania, copared to 34ercent on average

in the lower middlancome countriesThis highlightsthat there is a lot of scope fdanzania

to develop its exchange market.

The rural sector access to credit is facilitated primarily throsghings and credit
cooperaties (SACCOS), village savings and loan associations, and -fmarce
institutions. Among private sector businesses, micro and small enterprises reports the
accessing of finance as a major obstacle to their businesses (the World Bank Enterprise
surveys). Bit the main reason for the limited access to formal financial serveEesinsthe
dependence of large sections of population on agriculture and informal sector for their
livelihood.

2.9.4 Science, Technology and Innovation (STland Research & Development (R&D

Science, technology and innovation (STI) constitute critical inputs to the development
processes, specially in an increasingly globalized, knowlediyeren economy.The
development of STI i crucial componentt n t he countryds so@cioecc
especially to increase the wvalue and sophi
through an improved valughain) Besides, research anéwklopment (R&D) is crucial in

increasing the sectoral productivity and general competitiveness of theyc@ustr g oo d s .

ScienceTechnology andinnovation (STI)

The STI policy and the needs of the economy should be closely Jimkeokder to be
efficiently supported by political leaders. According to the UNESCO (2011) réport
although policy instruments exisdt the institutional level, there is little recognition of the
importance of research and a marked resistance to change.

13 The averagelomestic credit to the private sector (as arstof GDP) for the low income countries in 2010

was around 28 percent, nearly twice as much as Tanzania.

YUNESCO (ZMmhEel)Reviiew and Evalwuation of the Perfor ma
Institution® June 2011
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Also, the report emphasises on the quality of higher education and training, and how both
wi || be cruci al t aue ahanvbeyonal pimple lpreduatian processes ansl v a |
products. The existing weak relationship between research and postgraduate studies affects
the credibility of universities in the eyes of external academic bodies and development
agents.Furthermore there isno institutional or national mechanism for assessing research
performanceThe report a | lsnited bfforts linl aitractngy the priviate sedior,
individuals, business people, trade unions and community organizations into contributing
significantly to the national STI effort by the way of funding or sharednspoship of
resear ch pAsogcorsequeace,oresearch tends to be lacking in quality and
relevance. Thisin turn, discourages policynakers and the private sector from using local
research outputs and prompts them to $eekesearch findings abroad.

As explained in th&RT-USAID (2011) repoit a countryods | ack of i nn
the diversity, value addition and sophistication of its exports. Whilst Tanzania has
successflly diversified its export basbetween 2001 and 2010, it has only marginally been

able to export higher valeedded products. The repdtrther suggests the country has a
relatively low level of export sophistication, which is furtfeghlighted in theNITS (2012)

data s howing t hat T-#eohndaogyiardinediuhighaachaologyf expbris g h

only represented 0.1 percent and 0.7 percent of total exports (on average between 2000 and
2005), andd.5 percent and 3.3 percent of total exports (@raye between 2006 and 2009).

For comparison, Vietnamdés respective shares
(on average between 2006 and 2009). FurthermoreJREUSAID (2011) reportalso

highlights the low number of trademarks and patesgsiad per year in Tanzanmhich

further shows the slow development in this sector in Tanzania

It is within this context that agencies such as UNIDO and FAO work with the private sector,
especially small and medium enterprises, to improve the perfoenmdmvaluechains through
enhanced STI. However, skills and readiness to adopt technologies remain the main challenge
for businesses and spaffs. With the support of funds from Finland managed by the World
Bank, the Tanzania Commission for Science andhmelogy (COSTECH) has recently
started a Business Incubator for SMEs to try to improve their competitiveDess pre
incubation and/or incubator programmes are managedtie Small Industries Development
Organization (SIDO) andthe Dar Teknohama Busiss Incubator(DTBi). UNESCO®OGs
expertise in science, technology and innovation (STI) is required to enhance skills for the
development of technologyased SMEs.

Research and DevelopmdR&D)

Tanzania lags behind in R&D. As a result the National Systédnmenovation (NSI) has
remained rather weak. In order to reverse this trend, the Government has committed itself to
annually apportioning at least 1 percent of GDP for R&D purpo$she weak linkages
between the education and research institutions angritiate sector, coupled with the
inability of the agencies involved to commercialize their researdhdanelopment (R&D)

and innovativeproducts, measthat Tanzania continues to spend funds for research that does
not provide any immediate valuable outaso its citizens.

The challenges facing scienaad technology in Tanzania af@: the nadequate funding of
research works, (iijthe lack of adequate knowledge and skills on modern and new
technologiesand (iii) the lack of coordination between tharmwus esearch centres aride
stakeholders.
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2.9.5 Information and Communication Technology(ICT)

The communications sector (telecommunicatiomea#icasting, internet and postal services
in Tanzania has experienced a tremendous growth in the last few yeaeyms of
deploynent of infrastructures, servigaroviders, types of services and products as well as
users. Howeverthe sector is still at a very nascent stage, despiteettently experienced
growth. Tde-density has increased from 15 percent in 2@067 percentn 2011. Mobile
phonesubscrbershave increased from 5.fillion in 2006 to over 25.7 millionn 2011. The
number of telecentres increased from 6 in 2006 to 22 in 20MHie rumber of data and
internet serviceroviders rose from 25 i006to 68 in 2011. There halmen 29 TV stations
runningsince 2006andthis number is expectdd increase with theevelopment ofligital
broadcasting. The number of radio stations has increased from 47 in 2006 to 81 in 2011.

The number of internet use(per 100peoplg in Tanzania is lower than the s@aharan
averagewhile the percentage of firms having their own website matches th8adwdran
average (World Bank Enterprise Survey 200@&nzania is lagging behind countries such as
Botswana, Mauritig, South AfricaMalaysia, and even Kenya. On the other hand, Tanzania
has more radios per person (406) than mostSaiiaran countries (average 198).

Tanzania has the National ICT Broadband Backbone (NICTBB) infrastruetitte cross
border connectivityo all neighbouring countriegandcanthusserve as an ICT Regional Hub

in the future. The ICT backbone will enable high speeohnectivity,which will facilitate

data transfer and increase efficiency agriculture, transport, education, manufacturing,
commerce, health, tourism and indeed ather sectors, but also theo@rnment
managemenOther significant achievemesdlongside the internet exchange point (IXFs)

the establishment of the Tanzania Network Information Centre (tzNIC) to manage the
countryods code Top LTeeviusther developanentCTs (wil aefueD ) .
transaction costs, time, and space barrieagislating into an increased competitiveness for
national goods

The most important challengéacing ICT deelopment inTanzarma includes the issue of
cgpacity building(human resourcgsThis relates tdhe capacity to: (i) design suitable ICT
policies and regulations to &ber ICT development,(ii) to run the regulatory agencies
effectively, (iii) to play out the important rolef ICTs in creating an information/knowledge
based society(iv) to connect with the globaiharketsfor trade and information exchange,
(iv) to enhance valuaddition in theproductive sectorsand (vi) to help improve social
service management.

2.9.6 Postal Srvices

A developed postal sector creates a sustainable environment for economic development in
any country. A modern postal system can provide logistical solutions to integrate data and
information flows, facilitate the physical movement of mails anthcilitate financial
transactionstfirough fnancial inclusion). The post can offer ordering and delivery functions

for electronic commerce {®ommerce), and become a reliable centre which provides
payment services for businessind customerghus bridging e gap for digital divide The

postal sector in Tanzania should ideally play a vital role in the development of the country by
providing among otherfficientinter-sectoralphysical communicationst should therefore

act as a catalyst to the so@mnomic development of the country and the fulfilment of the
aspirations of the nation.
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The National Postal Policy and the Electmmind Postal Communications A@GEPOCA
2010 recognizethe need to ensure the provision of basic postal services to the who
population, whereas the Universal Commuations Access Fund (UCAF) hdseen
established under the Ministry of Communications, Science and Technimlogger for
underserved rural and economically disadvantaged areas of the country.

The main challengs faced by thegstal sector includefi) the lack ofoperating capital,
which has led taheinefficient performance of the sector, (ii) the limited participation of the
private players in the gstal sectgrand (iii) the limited use of modern technolegi(i.e
electronic and postal communicatj@o as to satisfy diversified customer needs.

2.10 Demographic Transition Related Issues
2.10.1 Population Dynamics

Demography:Tanzania faces a dih demographic pressure which is posindezelopment
challenge for the cotnr vy . Tanzaniabs popul ation al most
year of last population censusyhen theestimated total population of Tanzamasaround

34.4 million people almost equally divided between males (49 percent) and females (51
percent) According to the Economic Survey (2010),anzani ads popul ati ol
averageannual rate of aroun2l8 percent between 2000 and 2Qd@ich can be explained by

the high fertility rate among Tanzaniammen, at around %.children in 2010)By 2010 he

total population was estimated at 41.9 millian Tanzania rainland). If the population

growth rate remains around82percent for the next 15 year§,anzani ads popul
projected to reachround63 million peoplein 2025.

The present populatioprofile and its dynamics have far reaching implications for the
countryo6s devel opment and especially povert:
Tanzaniabs futur e ec dhegrownih : thg wookingage shpre af thep e c t s :
population, and (i) the institutional quality (including good governance, government
stability, lack of corruption and a stable business environment that encourages the
participation of domestic and foreign investors).

Positive national outcomes and a window of agnity to save, also known as the
demographic dividend (or bonus), can result from having a large and better educated
workforce with fewer dependent children to supgorthildren who will in turn be more
educated and employable.

This increase in popuian means that GDP must grow even faster in order for Tanzania to
reach midde ncome status (given the O6per capitabo
though an increase in the population is a boon with regard to increased labour force and an
increasedpressure for innovation, the challenges that such a growth poses with regard to
economic growth and improved social services are daunting. To start with, the dependency
ratio tends to be large, thus imposing a burden on the labour force. Further, public
expenditure on such social services as education and health must increase to cope with the
increased population. The increased labour force will only prove a boon if sufficient
employment opportunities are created to guarantee a productive engagementré&ased
population shall also inflict pressures on the environment in terms of extensive urbanization,
encroachment of marginal land and the general overexploitation of natural resources.
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Youth: Tanzania, like many tber developing countrigshas a veryyoung population.
According to the Economic Survey (2010), more than 64 percent of the total population was
younger than 24 years old in 2010. This division brings about a series of challenges (related
to skills development, education and employment), biso represents a formidable
opportunity to boost future growth.

Tanzaniabds youth can be the driving force be
only if policies and programmes are in place to enhance their opportulitiag.youth are

engagd in sectorslike agriculture, fishing, mining, animal husbandry and sreadile

industries like carpentry and black smitand finally other smallbusinessesservices
(particularly sales activitigs

In 2007 the Government reviewed the 1996 NationaltNd2evelopment Policy to bridge

the gaps and challenges faced in its implementation. The reviewed policy aimed at providing
direction to youth, partners and other stakeholders on youth development T¥suasudy
highlighted a series of challenges thia¢ tyouth are currently facing in Tanzania, and the
most important ones are: @ failing education system (where youth leave after primary
school given the lack of absorption in the secondary school system), (ii) a lack of training and
business skills (gen the discrepancy between the taught skills and the needs on the job
market), (iii) inadequate credit facilitieggducing the potential for sedéfmployment), (iv)
unattractive agricultural and rural areas (forcing the youth towards urban areas), and (v)
inadequate information (about the training and job possibilities). As can be easily understood,
one of the main consequences of these features is high youth unemployment, and having a
large unemployed youth group could potentially lead to social unreshey would start
engaging in illegal and/or potentially dangerous activities.

RuralUrban Migration: Ruraturban migration in Tanzania is mainly driven by the
probability of securing employment/income in urban ar@agen the scarcityof regular
incomejobs in the rural areasfhe existingreal income differences between urban and rural
areas and the expectation of a higher quality livelihood in urban areas (given the better
access to health services, transport, education and recreational faclliegaradox is that

this migration continues despite the unemployment and underemployment inceriiegs

The youthhave a tendency tmigrat the most. The main consequences of this migration are
(i) reduced production in rural are@speciallyin the agricultual sector) and(ii) pressures

on housing and settlements in urban atedsch will be dealt with in the following sectipn

2.10.2 Urbanisation

Like many other developing countries in Africa, Tanzania is currently experiencing a rapid
urbanisation, usually positively related to a gont r y 6 s gr owt h and S
development. According tthe WDI (2012) and the NBS (2011) data, between 2000 and

2010, the share of the population living in urban areas increased from around 22 percent to
around 26 perent (meaning a decrease of the share of rural population from around 78
percent to 74 percent). It is likely that the major urban areas, namely Dar es Salaam, Mwanza,
Tanga, Arusha and Mbeya, will continue to experience rapid population growth between
2010 and 2025According tothe UN-HABITAT report (2010)on the state of African cities,

it is likely that much of the urban growth will happen in Dar es Salaam, as it is one of the ten
fastest growing cities in AfricaAs explained in the IGPOPC (2011) pag, if this trend
continues, It i s projected that around half
areas by 2030.
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Theskewed population growth towards wurban ar
capacityto providethe necessarynfrastricture and services to maintain a decent living
environmentn urban areasThe main consequence is that in 2010, around 70 percent of the
urban dwellers were living in unplanned settlements, with inadequate road, transport,
housing, water, sewerage anditation, and electricity services.

But the rapid urbanisation will also, eventually, have an impact on economic growth and
socioeconomic development. This is because dther two main effects of are (i) the
increase in cost of living and doing busieigs urban areas (given an excess demand for
majority of goods and services, and an increased transportation and congestion problem,
leading to a general loss of productivity and competitiveness), and (ii) the pressure on the
labour market (and the curreimicapacity to provide decent employment for the increased
population, especially for youth, which will be dealt with more in detail in the following
section).The challenge for the next 15 years is to efficiently address the growth of urban
areas by makimp sure the population continues to enjoy high quality public and private
services, whilst enforcing the business environment and overall productivity.

2.10.3 Employment

National employmentThe economic reforms that Tanzania has undertaken since the mid
1980s hwae translated into an increased size of informal employment. According to the 2006
Integrated Labour Force Survey (ILFS), in 2006 Tanzania had a workforce of about 18.8
million people out of which 16.6 millioffequivalent to 88.3 percgmvere employed and
about 2.2 million(equivalent to 11.7 percenivere unemployed. However, the percentage of
the unemployed workforce has slightly fallen from 11.7 percent in 2006 to 10.7 percent in
2011". The ILFS (2007) also highlighted a number of important trendst, fiirs largest
share of unemployed according to the age groupesyouth.Second unemployment is the
highest in urban areas (partly explained by the increasesdurban migration Third,
female unemployment remains higher than male unemploymenthfFagniculture remains

the largest employer (employing about 76.5 percent of the population in 2006). Even if the
share has been declining since 2000/01 (when it represented about 84.2 percent of total
employment), its share remains far above any othieliqoar private employerrinally, there

is an increase in the number ioformal workers: according to the ILFS (2007), in 2006
around 40percentof all households in Tanzania Mainland had informal sector activities,
compared to 3percentin 2000/01.

The one perceage pointdrop in the unemployment rate over the five years period does not
sufficeto meetthe goals set by the national programmes specifically designed for economic
development and poverty reduction. For example, earlier projections thmalédational
Strategy for Growth and Reduction of Poverty (NSGRP, popularly known by its Kiswabhili
acronym MKUKUTA) show that the unemployment rate was targeted to have dropped to
seven percent by 2010.

YouthemploymentAccording to the 2006 Integraté@bour Force Survey (ILFS), the -238

years age group represented the largest age group in the labour force. The survey results also
showed that the unemployment rate of youth age@4l$ears is the highest, at 14.9 percent,
compared to 10 percent for ttelult unemployment rate and 11.7 percent for the total
unemployment rate. Also, the ratio of the yotdkadult unemployment rate was 1.4,
indicating that youth are nearly caeda-half times more likely to be unemployed than

15 Seerhttp://www.tradingeconomics.com/tanzania/unemployntate
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adults.According to the 20@ revision of the National Youth Development Policy, around
700,000 youth (from primary, secondary and tertiary education) enter the labour force each
year, but only around 40,000 get employment into formal sector.

An increasing number of school leaversoaxcomplete primary school, secondary school and
tertiary education each year, join this pool of unemployed. Therefi@atiny adequate and
decent employmenespeciallyfor the youth continues to b@ne of themain challenggin
Tanzania.This will hawe to happen through programmes (i) that will develop the youth
human and business skills (through education and training cycles which are in line with the
job market needs), (ii) that improve the business environment (including the access to credit)
in therural and urban areas, (iii) that will prioritise initiatives which have a high employment
creation potential throughout the FYDR&id(iv) that will foster youth empowerment.

2.11 Human Capital Development and Social Services

Human capital is a vital resag for achieving the outcomes spelt out in TDV 2025.
Development of this resource calls for specific interventions in educatamngandhealth.
The various other social services analysed below (nameglgrwupply and sanitatipgoorts
entertainmey media and culture will further foster and facilitate this human capital
development.

2.11.1 Education and Training

The drive for higher achievements in education in Tanzania refleetneed to fill the gaps

in skills and address the low levels of literamyd enrolment. From the immediate post
independence period, the country made deliberate efforts to expand primary education and
adult literacy in order to fill basic skills gaps. The rapid political, social and economic
changeswhich happenedn the county called for further investments in higher levels of
education and training.

The State championed investments in education until the-18@0s when provision of
education service was liberalized at all levels, leading to rapid expansion in both education
infrastructure and enrolment. This enabled Tanzania to record rapid success infterms o
enrolmentto the extent of being on the right trajectory to achiewiregMDG targes before

2015.

Over the 200010 period, there has been a rapid growth in pgnard secondary
enrolment mainly driven by policyinterventions Enrolment inpublic secondary schools, for
example, increased from 149,762 in 2000 to 1,401,330 in 2010, a more thaioldine
increase. In 2010, enrolment in bgihbblic and private schoolstood at 925,465 pupils in
pre-primary school level; about 8,419,305 in primary schoal®ut 1,638,699 in secondary
level; about 36,648 in teacher educatiamd 118,951studentsin universities and their
constituent colleges. The capacity of technigatl vocational training is very smatinly
enrolling about 100,000 per year.

The main challenges facing the education sector incl(ifidigh teacher/student ratios at
lower levels, (i) ensuring quality education(jii) low participation at higher lels of
education (especially for femaleand(iv) education funding (especially at tertiary level). In
addition, the education systei® unableto produce the required skills, in terms of both
number of people and required skill type.
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In terms of skills a study conducted by IGROPC(2011) showed that low skilled workers
dominate the work force (84 percentdllowed by medium skilled (13 percent) and high
skilled (3 percentworkers The composition of an averagewer middle-income country
(LMIC) is 55 percent of low skilled, 33 percent of medium skilled, and 12 percent high
skilled workers. Thus Tanzania is challenged to improve the skill mix in order to attain a
middle-income country skills set by 20%5

2.11.2 Health

The need to address health sectorassas a long history. High prevalence of diseases and
near absence of local trained health personnel in the immediatengeséndence period
explains much of the continuing efforts in this sector. Modest achievements have been
recorded in certain inditars such as life expectancy, child mortality, child immunization,
prevalence of malariatc, while in others(such asmaternal mortality a lot remains to be
done.

The health sstem is managed along administrative levels of regidistricts, councilsand
villages. In 2010 the levels included 21 administrative regions, 113 districts, 133 santtil
about 10,342 villages. Primary services form the basis of the pyramidal structure of health
care services. Both the public sector and private providectidiing charity organizations)
deliver health services. In 201€he country counted®,31 health facilities Of the 230
hospitals in the country, the Government owned @fastatals ,5and private and charity
organizations 128 (55.7 percent). Téevere684 healthcentres with 449 (65.6 percent)
being Governmenbwned. The Government also had the highest number of dispensaries,
3,773 (73.5 percent) out of a total of 5,132.

The main causes of morbidity and mortality amelaria,tuberculosigTB) and HV/AIDS.

Malaria accounts for 30 percent of the national disease burden. In 2010, about 32 million
people (76.4 percent of the population) lived in areas with stable malaria transmission.
Incidence is estimated to be between 14 and 18 million cases pemyaddition, malaria is
responsible for between 100,000 and 125,000 deaths per year, with between 70,000 and
80,000 of these deaths occurring amongst children aged below 5 years. The TB and active TB
infection has rapidly increased, due primarily to Hi®/AIDS pandemic. The incidence of

TB is increasing at a rate of1® percent annually, with most cases occurring in thdal5

year agegroup.

The main challenge facing the health sector is low financing and inadequate human
resourceslmproved fnanchg for thehealth sector is criticakspecially in capital investment

to expand health service network and ensuring preventive and care treatment standards.
Concerning the tman resource in the sector, the ratio girofessional medical staffer
inhabitant in 2010 was at 1:10,00@ompared to m averageatio of 1:1000 in lowincome
countries Other challenges include(i) low capacity at local Government leye(ii)
insufficient medicines, medical suppliemodern equipmenand specialised medical staff
(especiallydentists, cardiologistsprthopaedistsand neurologis)s (iii) low health service
coverage to the popfiv) low promotion of healthy habits among the populatend(v) low
coverage of health insurance

1% The statistics related to the skills gap and number of skilled worker pesestdr can be found Ennexes 1
and 2
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2.11.3 Water Supply and Sanitation

Tanzania is well endowed with water resources that can be used for domestic consumption
and commercialentures such as in industries and agriculture. A range of technologies is
used for harnessing the resource. The supply system is divided mainly into rural and urban
segments. Implementation of the National Water Policy of 2002 changed the landscape of
water provision in terms of both policy and practice.

The water sector is governed by the Water Sector Development Programme (WSDP) with
four main components: (i) Water Resource Management, (ii) Rural Water Supply and
Sanitation, (iii) Urban Water Supply af8ewerage, and (iv) Institutional Strengthening and
Capacity Building.

In 2010, the water sector recorded a growth rate of 7.8 percent in real terms (the highest rate
in the last decade) and contributed 0.4 percent to GDP.

In terms of coverage, in 201@bout 86 percent of residents in regional towns had access to
water, compared to 53 percent in district townships and 55 percent for Dar es Salaam, Kibaha
and Bagamoyo. The situation in Dar es Salaam is explained by the dilapidated water supply
infrastricture and the increased demand for both industrial and domestic use of water.
Coverage of water supply in rural areas was 57.8 percent in 2010.

With regard to sanitatiorthe pioportion of population with access to improved sanitation
facility stood at 2Jercentin rural areagnd 34 percenh urban aregswvhile only 18 percent
of the population had access to a sewerage system.

Water supply and sanitation coverage are challenged by dilapidated infrastructure, pollution
of water sources and low coverageural areas

2.11.4 Sports

Sports involve all forms of physical activity which, through casual or organised participation,
maintains or improves physical fithess on the one hand but also provides potential source for
employment generation, poverty alleviaticand export of talents commercially. Well
designed spoibased programes that are integrated with other community level
interventionscan positively promote healthy lives of children and youth, as well as adults.

Sport also inculcates sedsteem, exdkence and social cohesion. In its absence, negative
relationships, aggression and violence, racism, gender discrimination, psychological, sexual
and commercial exploitation and abiseve a higher probability to develop

The National Sports Council (NS@) the Ministry of Information, Culture and Sports is an
important institution in the development of spoirt Tanzania. One of N®Csore functions

is the coordination ofthe gorts associations, which are arrangat rational regional and
district levd. Thedepartment of sports development runs short andtl@aigng courses.

The sector igguided by the National Sports Development policy (1995) and the National

Sports Council Act (1967) revised in (1971). The Sports Development Policy is a framework
that encompasses both public and private sectors in sports development activities.
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Promotion of sports in Tanzania is undertaken by both the Governmethtegnitvate sector.
Sporadic successasharacterizethe achievements in this sectofFhe main challengeof
sportsinclude the following: (i) increamg the number of sport centrés attract youth in
sport activities,(ii) createsport academies to provide hiquality training in a range of
sports,and (iii) include youth ad children as a future investment

2.11.5 Entertainment

The entertainment industry cuts across sports and culhaegh has distinct activities such

as cinema and film industry, music, etc. There are various othahversee activities in

this area. In recent years, the industry has emerged as a source of employment and income
generation, both within and outside Tanzania.

The main challenges facing the industry inctu@g the lack of pgormancetheatresand
high-quality recording studias(ii) piracy of artistic workgand the related necessity to offer
and incentivise the use dfficient ways to secure intellectual propert@nd (i) non
observance of social norms and values.

2.11.6 Media

In Tanzania, media activities are guided by the Information and Broadcasting 03,
aimed at bringinglanzanias in line with international standards and trends. Poécy
recognizes the success and importance of the Médimcil of Tanzania (MCT), a self
regulatory mechanism. The MCT is an independent, voluntarystauatory selregulatory
body esthlished by the media fraternity on Jund"3®95 Media activities are also regulated
by the Tanzania Communications Regulatory Authority £2003.

The media is a key player in the development of the nation as it reduces transactions cost
such as in liking the Governmentwith the citizens. The media plays a pivotal role in
informing citizens on multidisciplinary issues, using various waysluding broadcasting
(television, radio, video, etc.), print medianéwspapersbooks, magazines, ect.) and new
media (internet, blogs, etcQver the years there has been an increase in the number of media
companies as well as commercialization in Tanzania.

The media industry faces a number of challenges, including limited training of journalists,
with the resultthat unemployed youths enter the profession without formal training. This
shortfall has been attributed to insufficielocatedresources by botthe public and private
sector to support professional and editorial training.

2.11.7 Culture

The policy on alture (1997) defines culture as all aspeofsthe lives of people that
distinguish them from other peopl€ul t ur e S a complex fabric
attributes related to the way people live. The former includes works of art, heritagetsites,

while the latter covers issues such as attitude towards development antamedty moral

values identity, languageetc, f or promoting soci al cohesi on.
not realized its full potentiainainly due to problems of marketing.

The fAsoftodo part of cul ture, on the other h a
related to erosion of confidence, developmentadd-setin favour of defeatism and laissez

faire, degeneration of morals, ethics and valuess of sense of balging and nationalism
consumption instead of saving, loss of zeal of competitiveness and excelling, etc.
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2.12 Governance

Governance is the manner in whiclsavernment oiState controls or rules over its territory

and the people which it judicially controlft. encompasses th&t at eds i nstitut |
structural arrangements, decision making processes, implementation capacity and the
relationship betweeGovernment officials and the public they séfvéThe prevalence of

good governance is therefore cruca the fruition of any national development aspirations.

Good governance calls for a system of public management which is transparent, responsive to
popular interests, responsible and accountable, and where officials in the exercise of public
management ar capable, efficient, ethical, professional and conduct their duties in the
interest of the served public.

The universally accepted features of good governance are the exercise of legitimate political
power, and formulation and implementation of policiesd programmes that are equitable,
transparent, nediscriminatory, socially sensitive, participatory, and above all accountable to
the people at large. By creating the conditions for orderly and equitable wealth creation and
distribution processes to @koot and empowering the citizenry enforce accountability of
their leaders, good governance helps secure humarbemly and sustained development.

On the other hangoor governance could well erode the individual capabilities, as well as
institutionaland community capacities to meet the needs of sustenance.

In Tanzania, efforts at improving governance in general have aimed at ensuring that (i) the
rule of law prevails, (ii) leaders and public servants are accountable to the people, (iii)
democracy, gplitical and social tolerance is deepened, andtfig} peace, political stability,
national unity and social cohesion are cultivated and sustained. In order to achieve these, the
focus has been directed at:

Improving Structures and Systems of Governance

From the late nineties, in response to what was perceived to be difficulties in the management

of public sectara significant number of new institutions and legislations aimed at improving

economic managemewere created. These include:
1 The establishmerof Tanzania Revenue Authority to administer revenue collection;
1 The introduction of the Integrated Financial Management System (IFMS) and
regional suktreasuries with the aim of increasing efficiency of budget management;
1 The establishment of Parasthté&Sector Reform Programme to manage the
privatization process;

Reinforcing the powers of the Controller and Auditor General (CAG),

Strengthening public administration (appointment of a Minister of State responsible

for good governangg

Formation of a miistry responsible for regional administration and local government;

Formation of the Prevention of f@re and Corruption Bureau (PCTCHBo lead the

fight against corruption;

1 Restructuring the government through a Civil Service Reform Commission which
cumnated i n the f or mat iioPublioServide Managémeats i d e n
(PO-PSM)),

1 Instituting and strengthening rule of law (formation of Commission for Human Rights
and Good Governance (CHRAQGestablishing and implementing a Judiciary
Reform Progamme; formation of a commission to review the Union constitution),

= =4

= =

Y paraphrased from: URT2Q00), Composite Development Goal for the Tanzania Development Vision 2025.
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91 Creating conditions for a vibrant private sector to thrive (establishment of the

Tanzania Business Council as an organized legitimate forum for grhlate

dialogue in an effort to inmpvement governmetitusiness relations) and fostering

political tolerance and freedom of speech (enactment of a law establishing a free trade

union movement;

Establishment of the Office of the Registrar of Political Parties;

Enhancing the participation foopposition Members of Parliament in key

parliamentary committees overseeing governance issnds;

1 The enactment of new laws governing aspect$ sas the Election Expenses Act
under a multiparty system.

= =4

In 1999, following an attempt to take a holist@pproach in improving its governance,
Tanzania adopted a National Framework on Good Governance (NFGG). The framework was
to guide deliberate interventions to improve governance by giving guidance on the priority
areas and timing at which targeted intetiems would be undertaken the respective key

pl ayers in the countryds governance system.

Public Administration Effectiveness

A public administration systens effectiveif it is capable of ensuring the economic, social
and political demands of the dagnd isadequately and timelsesponding with policies and
processes that are low in administrative cost, well targeted, fair, transparent, and meet the
tests of national interé§t Besides the reforms displayed aboVanzania is implementing its
Local Govenment Reforms Programme (LGRP) which includeperationalizing a
Decentralisatiofby-Devolution (or Dby-D) policy. These reforms were introduced, among
other things, in order to help the administration improve service provision through bringing
the deci®n making process related to the provision of services closer to the pkdple.
envisaged that this will ke the Government and its service delivery systems (e.g. systems
for quality and efficient delivery of services like issuance of certificategepty rights, land
ownership, birth registration, vital registration, etc.,) more responsive, efficient and effective.

Genderbalanced inclusion in all socieconomic processes

In realizing that women, who roughly constitute about 50 percent of Tandasi popul at i
when adequately empowered constitute a potent force for economic, social and political
development, th&overnment has made considerable efftstsnake surgender issues are
integrated in planning and budgeting processes of a numberciofesmnomic activities.

These efforts have aimed at reducing the existing gender imbalances and inequalities in the
society that could potentially prevent the society from realizing its full development potential.
These efforts have started to bear fmith gender patterns in employmentith farm and
nonfarm activities changing considergbin Tanzania. Over this period, an increasing
number of women have become active in madtainted activities, and more responsible for
providing cash needs of thmusehold. Women are in the forefront in expanding micro and
small enterprises in what is often referred to as the informal sector. More material on this
item is located in the section specifically dealing with the topic.

BREfficiency, Effectiveness &peechlly®wGowarR008, InBitute bfi ¢ Ad mi
Public Administration National Conference, Wrest Point Conferencer&ettt0 Sandy Bay Road, Sandy Bay,
Tasmania, Friday 4 November 2005
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Maintaining Peace and Security

Political stability has characterized the country since its independence in 1961. The country
successfully transited to a mujtarty political system in 1992, after more than thy#ars of

a oneparty system @Gvernment. Maintaining political and socialhesion and the resultant
peace and tranquillity despite the existing differences of opinions and diverse political and
religious orientations has been no easy fidtas been built over a compact social fabric,
which recognises the equality of all mendawomen, and strives to broaden and increase
equitable access to primary means of production as a critical factor in strengthening and
sustaining the prevailing social tranquillity and political stability. Tanzania has also been
actively engaged in a nurab of conflict resolution, mediation and peace keeping efforts
initiatives in the region in order to help restore order in and for the benefit of the affected
countries and to minimize the risks of those conflicts spilling over to Tanzania.

These efforts at improving governance notwithstanding, corruptiooutdated and
contradicting laws and regulatigndelayed judgments in the courts of |aselfishness and
unpatriotic leaders fail to make decisions in the national interests, erosion of the culture of
honesty and decency among the populatimd undemocratic decisions are cited as main
impediments to achievintpelevel of good governance intended by these refbtms

According to the Worl dwide Governance | ndi c:
in 2009 had declined compared to the rating in 2000 or 20B35noteworthy that within the
EAC region, however, the Transparesnbeigg | nter

surpassed by Rwanda only as the least corrupt in the region. Therefarkalleage ahead

for Tanzania is to intensify the depth and pace of interventions aimed at mobilizing public
efforts and opinion towards zero tolerance to corruption, improving and strengthening
leadership and governance systems so that the kimdiraFset and quality of leadership
needed to oversee the intended socia@mgineering for improved governance and rule of
law is put in place.

2.13 Private Sector Development

The Government has continued to improve the business environment for private sector
development. As a result, the country has witnessed an upsurge in private sector investments.
The business environment strengthening for Tanzania (BEST) program which began in 2003,
was designed to address the key constraints in tya &d regulatory envirorent and to
promote private sector development. Subsequent to the culmination of the firstobhase
BEST program, Tanzania was ranked the"liest country in the world on improving
conditions for doing business according to the Doing Business SurveQOmh & 2010,
Tanzaniawas ranked 12%' in the world, better than Kenya and Uganda in businessugtart
costs.

In 2010 the Government approved the creatiothefBusiness Registration and Licensing

Aut hority (BRELA) in the stpap i ¢temtfr eiompd emMmea
2010, about 509 projects worth TShs. 5.1 billion, with an employment creation of 43,640,

were registered. The manufacturing sector was the main channel of private investments,
totalling 183 projects valued at TShs. 0.71 billeond creating 14,327 employment. In 2010,

Foreign Direct Investment (FDI) inflows amounted to USD 700 million, compared to USD

645 million in 2009, representing an increase of 8.5 percent.

9 ESRF (2010). Review of the Tanzania Development Vision 2025
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Tanzania has an enormous informal sector, indicating active @seator participation in the
economy. According to IFC, in 2010 about pércento f T a n z a nwesagénsrate@ D P
within the informal sector and 9percentof Tanzanian enterprisegere estimated to be
informal. Transforming this informal private secinto a formal sector is a huge challenge
facing theGovernment.

The TanzanianGovernment has taken a special interest to bring forth private sector
participation in large infrastructural and industrial investments. Public Private Partnerships
(PPPs) are imeasingly been looked upon as an instrument to achieve this end. Government
has formulated aewPPP Act to facilitate this process further.

Along with the development ofhe private sector there is a need to ensure a strong culture of
corporate govern@e and corporate social responsibility among the private sector firms.
There should be accountability, transparency and fairness in all operations pertaining to
private businesses. Also, firms should be encouraged in their profit sharing activities through
corporate social responsibility initiatives.

2.14 Crosscutting issues
2.14.1 Gender

The Government of Tanzania made considerable eftortminimize gender imbalances and
inequalities in the society that would ultimately prevent the society from realizing its full
economic, social and political development potential. Significant efforts have also been made

to promote womenbés participation in politic
proportion of women in leadership positibas reached 3percent’. Womerd s parti ci pa
in public service has also increased fronp2@centin 2004/05 to 22ercent2008/09 and 25

percentin year 2011Gender equity in both private and public schools exhibit a positive trend

and there i decrease in domestic violenégowever there is a challenge of reducing gender
differences in accessing primary and secondary school at regionalQevatcount of these
developments, a World Bank rating which measures gender equality by the extent to which a
country has installed institions and programes to enforce laws and policies that promote

equal access for men and women in education, health, the economy, and their protection
under the law, Tanzania wagsven a rating o4 (out of § in four consecutive years until

2009. The asssment indicators range from 1 (= low equality) to 6 (= high equdlity)

The strides made in gender mainstreaming notwithstanding, challenges remain in addressing
imbalances in the rural areas where about 90 percent of women, engaging in agriculture and
livestock keeping for their livelihopdo not have equal rights to assets (including land) and
have limited access to finance and education. Hence they are vulnerable to poverty.
Furthermore, there is unequal representation of women in tertiary edycetiereonly 33
percentof tertiary students are women. Undepresentation continued theTechnical and
Vocational Education Training (TVET)evel. Girl 6s representation
varies widely by coursdor example 17 percentin engineeringand other sciencebut up to

64 percentin health and allied science. Overall women representation in TVET is 43.2
percent Thereforefurther resolute actions and concerted efforts are still needed in order to
improve the situation.

 This is calculated as thrimber of women in parliament as a share of total.
ZLESREF (2011) Review of the Tanzania Develont Vision
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2.14.2 HIV and AIDS

The HIV/AIDS pandemic is a major threat to the workforce needed for production and
creation of wealth. The disease is responsible for incredbimgconomic burden to the
economy given the burden on the households and rédiction of productivity across.
According to the PHDR (2009 report HIV prevalenceamongstadults (1549 years) has
declinedfor both males and females, and across most age grblgverthelessthis data
should be interpreted with cautious optimism, as in 2011 Tanzania was rdhkedhe
world in terms of absolute numbers of AlP&8ated deaths (CIA FactboaR011).

However the prevalence rate at regional level varies with wide margiosinstance, Dar es
Salaam recoetl a9 percent prevalencewhile it was 15 percentin the Iringa region.
Nevertheless, HIV/AIDSelated are and treatment has increasadd the number ofites
offering voluntarycounsellingand testinghas been multiplied by three during the last ten
years Mother tochild transmission has been fairly lpmdicaing the good performance of
MCT programmes andhe increase in their number. It should be known that the major
problem withinthe battle againd#lV/AIDS is thelack of coordinationand in most caseahe
actos do not redly understandhe roles and mamdes of each of the parties involved

In the longer term, the focus will continue to be on ensuring the minimization and eventual
halting of the virusés transmission, while f
on those already affected.

2.14.3 Environment and Climate Change

Concerns about the state of the natural environment are high in Tanzania, given the
overdependence on primary resources, especially in agriculture. A number of legislations
have been passed, among which weescreation of theNational EnvironmenManagement
Council (NEMC), and compulsory Environmental Impact Assessment (EIA) for any project
with a potentially significant environmental impact. Anotimeajor project is the Marine and
Coastal Environmental Management Project (MAGE, targeting environmental
conservation is marine ecosystems. Tanzania has also implemented a number of programmes
designed to enhance the capacity to mitigate the adverse impacts of climate change and
disasters, both natural and hurmaade. In additionto these efforts, the Government is
actively engaged in global initiatives such as the Global Environment Facility (GEF) and has
ratified a number of protocols.

Climate change is a major concern,aasrge proportion of GDP is dependent on climate

sensitve sectorgespecially agricultupe For i nstance, t he Tanzan
Programme of Action (NAPA)Y2007) estimates that projected temperature and rainfall
changes could decrease the average annual maize yield by 33 per¢katfuture, some

areas of northern Tanzania will get more humid (between 5 and 45 percent), whilst others,
especially in the south, will experience severe reductions in rainfall (up to 10 percent). This
change in rainfall would make the central, western and southamrn gb the country
unsustainable for agricultural production.

Climate change will also have an impact on biodiversisyit will affect wildlife, migratory
patterns, pests and diseases, #mal strain for resources will become more prominent.
Already, 14 species of dry country birds have responded to a drying climate and have
expanded their range. Climathange brings certain health hazards as :wdhlaria is
already being observed in places where its prevalence is traditionally very low.
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A recent stugl by DfFID and GoT revealed various economic impacts of climate change.
Current climate change variability already costs Tanzania aropedcgéntof GDP annually.

This could go up to Dercentof GDP by 2030An additional 0.3 million to 1.6 million
peoplewill become vulnerable to sea level rising by 2030. Coastal cities like Dar es Salaam
are extremely vulnerable to sea level s8sas 8percentof Dar es Salaatn$and area is
potentially vulnerable to sea level rising.

About USD 500 million is requiredannually to reduce current vulnerability to climate
change anda furtherUSD 100-150 million per yearwill be requiredto build capacity and
enhance resilience to future climate change. The Global Climate Change funds will prove to
be a good source to qumrt the Government initiatives in both adaptation and mitigation
measures.

2.14.4 Social Protection

One of the formidable challenges of human development in Tanzania has been poverty,
manifested in the inability of a significant proportiontleé population,namely thepoorand
otherdisadvantaged groups, to maintaistable consumption patte(aspecially in times of

risks and uncertaintigs

A key intervention that has been able to address this situatithe iSocial Framework,
defined to includetraditional family and community support structures as well as
interventions by State and nosstate actors that support individuals, households and
communities to prevent, manage, and overcome shocks and risks threatening their security
and weltbeing. The ultimde aim ofsocial protection is to enable the poor and vulnerable

take advantage of opportunities availabléatsttracktheir socieeconomic development.

There are many forms @bcial protection schemes in Tanzania, covering a wide variety of
publicand private measures meant to provide ben
power permanently ceasing, being interrupted, never developing or being unable to avoid
poverty. The major domains of social security are: poverty prevention, povieniatbn,

social compensation and income distribution.

The social security system in Tanzania has the following key elements:

1 Social assistance schemes which are -cantributory and incoméested, and
provided by theState to groups such as people wilisabilities, elderly people and
unsupported parents and children who are unable to provide for their own minimum
needs. The Ministry of Health and Social Welfare (MHSW) in particular, provides
services under its Health Sector Strategic Plan Il with @dar focus on extending
healthcare to the poor and most vulnerable groups, as well as supporting and
providing treatment for those with HIV and AIDS.;

1 Mandatory schemes, where people contribute through employers to pension or
provident funds. Employerssal contribute to these funds;

1 Private savings, where people voluntarily save for retirement, working capital and
insure themselves against events such as disability and loss of income and meet other
social needs.

By 2010, there were six major contribut@@gvernment schemes in Tanzamamely:

I. National Social Security Fund (NSSF) for employees of the private sector and
Government employees;
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li. Public Service Pension Fund (PSPF)G@mvernment employees who are eligible;

iii. Parastatal PensionuRd (PPF) for emplees of both private and parastatal
organizations;

iv. Local Authorities Pensions Fund (LAPF) fochl Government employees;

V. Government Empl oyeesd Provident Fund ( GEP

vi. National Health Insurance Fund (NHIF).

Non-contributory services are provided by thenMiry of Health and Social Welfare
(MoHSW) in collaboration witlthe Ministry of Labour Employment, Youth Development
(MLEYD), the Ministry of Education and Vocational Training (MoVET), at@ Ministry of
Community Development Gender and Children (MCDGC

A number of challenges face existisgcial protection schemgescluding the inability to

provide stable services to members, low coverage, inadequate coordination, high service
costs, inadequate funding, irregule® in investment, and low transgarcy and
accountability.

49



CHAPTER Il : STRATEGIC DIRECTION

3.1 Introduction

The previous chapter provided a comprehensive situational analysis of Tanzania across
sectors. It highlighted that the formidable task of economic transformation often triggers a
number of challenges, both internal and external. The most critical internal challenges, which
haunted past planning exercises and are likely to remain obstacles to the realisation of LTPP,
include:
a. Resource mobilisation, to adequately and timely deploytHerimplementation of
LTPP;
b. Supportive infrastructure (transport, energy, water and communication), which will
require increased investment in these areas.
c. Implementation capability, which has historically proved to be a challenge;
d. Change of the developmtal mind-setwithin the society at large so that everyone
plays the assigned part with commitmealbng with an increased political will
e. Ensure the countrydés industrialisation w
will not lead to increased inequiali

Among the external challenges the country has been facing, and will continue to face in the
foreseeable future, are:
a. Uncertainty in the global economy, where Tanzania has minimal or little control;
b. As the 2008/09 Global Financial Crisis clearly shdw#e fate of developing nations
with high dependence on export earnings, eticl, remains that of vulnerability;
c. Climate change effects on the economy, with adverse effects on agricultural
productivity.

Besides those challenges, the country also thm&s chance to capitalize on various
opportunities, such as:
a. Given the countrybds strategic geographica
country has the chance of becoming a trade and transport hub for the entire region;
b. Large natural resources (m8i hydrocarbons and minerals) which (i) the country can
exploit and use to finance development projects (that will eventually boost growth and
poverty reduction), (i) wi || i ncrease t
balance, and (iii) help boosihe growth in the industrial sector (by providing more
raw materials);
c. The quantity and quality of untapped land in Tanzania, coupled with the relatively
low current productivity in the sector, also gives the country an opportunity to
significantly increae the output in the sector, which will help develop the -agro
processing, generate increased income for the most vulnerable, and help limit the
demographic shift towards urban areas;
d. Tourism and financial services, if developed efficiently, will be ableg¢oerate
increased foreign reserves and develop the agricultural and industrial sector.

All sectors of the economy therefore represent an opportunity for the country to significantly
increase the growth rate and poverty reduction trends. The aim offfR is therefore to
highlight, in each of them, the challenges that have to be tackled and the opportunities that
need to be developed in order to reach the MIC status.
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The aim of this chapter is ive the main strategic direction that will be followiadbrder to

reach all the TDV 2025 targets. Section 3.2 will outline the main objectives of TDV 2025,

whilst section 3.3 will highlight the six pillars of the LTPP. Section 3.4 gives further detail on

the countryds envi s age tlatedtneed o foster mmacrogconamics f o r 1
stability, and finally the cHknallgtSecyn Htopr oduc
3.14 will highlight the strategic direction for each of the sectors andssctors of the

economy, by highlighting, for ehcof them, the national policies, guiding principles and
objectives to be reached by 2025.

3.2  Long Term Objectives and Targets

The main thrust of LTPP is tachieve the objectives of Vision 2025, the main ones being:

Attaininga High Quality Livelihood:Theaim is to ensure thahe creation of wealtl{and its
distribution) is inclusive in orderto achieve equityandto reform all discriminative fans of
wealth creation and sharing proces3d® investments that have been made and continue to
be made in @ucation and learning should have created a critical mass of highly qualified and
educated peopje

Attaining Good Governance and the Rule of Ldwe ultimate goal is to embrace a culture of
accountability, rewarding performance and doing away with edlsvin the course of creating
and sharing wealtiThe high level of human capital will have become an important source of
growth and will be able (i) to propel Tanzania to seliance, and (ii) to generate a positive
mind-set and a culture of hard workentrepreneurship, creativity, innovativeness and
ingenuity. Finally, pace, stability and unity are the important ingredients in this endeavour

Building a Strong and Competitive Econorag:technological and market conditions change,
the country must bable to adapt efficiently and effectively. By 2025, Tanzania should have
created a strong, diversified and resilient competitive economy

3.3 Pillars
The Plan will be guled by the following sixillars:
Broad-based Growth:As the nation strives to attalmgher rates of economic growth, it is

imperative that the benefits of such growth are shared broadly across different sections of the
population and across different geographical locations. LTPP recognizes that while

redistributive policies have arolepol ay, the effective and sust a
growth to benefit the poor is to ensure that growth is inclusive and occurs in sectors where
t he poor ar e mo s t represented, and enabl e

development.

Conpetitiveness (efficiency and effectivenes$his principle targets production and
distribution. It calls for soundsociceconomic policies(and socioeconomic policy
management)that ensure adequate and reliable infrastructural development, quality
educatio, effective utilization of domestic resources, higher productivity and the
strengthening of capacity to effectively anticipate and respond to new and emerging
developments.

National Cohesionand Cultural Heritage LTPP recognizes that a strong nationailty,
cohesion, patriotism, peace and security are important ingredients for sustainable
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development and need to be nurtured. This will ensure that the nation continues to enjoy
peace, political stability, national unity and social cohesion in an envaoihai democracy

and political and social tolerandgtforts shall be made in order to preserve and maintain the
countryo6és rich cultural heritage

Good governance and accountabilityTPP upholds the aspiration of ensuring that good
governance reinforcabie national socioeconomic structure, thereby strengthening a culture
of accountability, transparency, rewarding good performance, penalizing/sanctioning
ineffectiveness and curbing corruption.

Macroeconomic StabilityThe preservation of macroeconomialslity to underpin financial
confidence for enhanced investment and growth is an underlying prerequisite for the success
of the Plan. Such stability, along with the high growth that is necessary for reducing poverty,
is possible only under prudent andhsistent maetary and fiscal policies.

Sustainable Developmenthere is a need to ensure that the growth pathe taken in the
future is sustainable fromthe economic, environmental and social (gender, health)
perspectives. Sustainability shall remamimportant criterion in evaluating the projects and
policies during this period.

3.4  Envisaged Structural Transformation of the Economy
3.4.1 Structural Transformation

One of the goals of the TDV 2028 t o transform Tanzani-a into
industialised economy with a substantial industrial sector comparable to typical middle

i ncome ¢ bhe RQPC coaducdied a study in 2011 (with the support of IGC), in order

to better understand what it would take for Tanzania to become a rmddlee cournty by

2025. The study generated the GNI per capita in Purchasing Power Parity (PPP) terms (in
constant 2009 USD) that would have to be achieved by 2025 in ordeadb the lower
middle-incomecountry(LMIC) threshold(namely, USD 2,700).

During the 2002010 period,the Gross National Income (GNI) per capita (pc) (constant
2009 USD), in Purchasing Power Parity (BPERrms, increased from around USD 960 to
around USD 1,478. This, however, fell short of the envisaged growth path if the country has
to atkin the MIC status by 2025 (which, in GNI pc BRErms, is set at USD 2,700 in 2009
USDY>. For the same to be realized, an average annual GNI growth rate of 8 percent in the
next 15 years will have to be sustained (given a population growth of aroumdeBtpehis

leads to a GNI PR¥per capita growth of about 5 percent). Figure 2.1 reflects the -under
performance in GNI per capita growth in the ten years of implementing TDV 2025. It also
shows that at an average annual growth of 7 percent, GNI per (RP#) will be below

USD 2,700 in 2025.

2 0wn computation using data from the World Bank, (2012), World Development Indicators (WDI) Database.

ZSee: Presidentodés Office Planning Commission (POPC)
AAttaining Middl eialGnowth and Sti&dtusat TuassformatiamReguined to Reach Middle
I ncome Status by 20250. This -p@PC€011l)wi | | be referred i
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The second step was to understand the sectoral share of GDP displayed by typical middle
income countries, an set this sectoral share as a target for 2025. The table below displays
the sectoral share and employment in agriculture for 2000 (when the TDV 2025 was

launched)jn 2010 (the latest statud),h e
decompaition), and the implied 2015 and 2020 targets

Table 3.1: Mainland Tanzania: Evolution of Economic Structure, 2000, 2010 and

Projections for 2025 (% of GDP)

target

Sector/Year Baseline Current Targets | Targets for | Targets for
(2000) Status(2010) | for 2015 2020 2025

Agriculture 33.1 27.8 25.4 23 20.7

Industry 19 24.4 26.5 28.7 30.7

of which Manufacture (% of GDP) 9.3 9.8 12.0 14.6 17.8

Services 47.9 47.8 48.1 48.3 48.6

Employment in agric(% of total) 82.1 (2001)| 74.6 (2006) 61.2 50.2 41.2

Sources: Natioal Bureau of Statistic2010, TDV 2025, IGGPOPC(2011) Economic Survey (2010), WDI

databasé€2012)

fod n20mB o6 (tgeedmi

Thus apart from sustaining growth rates above 8 percent on average (in order to reach the

lower middleincome status as of the World Bank classifigatiothe country will also
transform from a mainly agricultural economy to a sewustrialised one. This

transformation, or industrialisation, will happen along various lines: first, the increased

productivity in agriculture will increasproduction and gneratean excess labour supply,

both fuelling agroprocessing, leading to a sharp increase in the manufacturing sector.

Second, an improvement of the valdition chain (from agricultural goods and
commodities to a more valkahain approach in the nagut

employment and growth in the industrial sector.

This sectoral trarisrmation, coupled with the 8 perce®DP growth target, implies the
target sectoral annual growth rates displayed in the table below.
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Table 3.2 Baselne, current and targeted annual sectoral growth rates (% per annum)

Target Indicator TZ Baseline TZ Current Status | Targets for 2025
19952010 20002010 2025
Agriculture growth rate (%) 4.0 4.4 6.0
Industry growth rate (%) 7.8 8.8 9.2
Manufacturing gowth rate (%) 6.7 8.2 13.0
Service growth rate (%) 5.8 7.5 8.0

Source: Economic Survey (20@010), IGGPOPC (2011)

The past average growth rates for the last 10 years show that there will have to be a drastic
change in the growth paths, especiallyhe fagricultural and manufacturing sector, in order
to reach the semndustrialised economy target.

But the transformation from an agricultdesl to an industrial economy will also involve
changes i n the c qandsourcesddpcapitalloiirhplement thie oeceassary s e
investments. Nationally, the IGROPC (2011) paper highlighted
gross fixed capitaformation andgross savings will have to increase significantly (from 25
percent to 27 percent of GDP, and from d&centto 22 percent respectively). This will

happen through the development of a more busiftiesglly financial intermediation system

and increased investment opportunities inside the cpuntr

Concerning internati onal intowprenam lbelow the \e\el, t he
reached on average by middileeome countries (they represented 3.9 percent of GDP in

2007, about 1 percentage point below the level in the selected rmddlee countries).

Also, as the country will develop, it will have table on lower ODA levels, with an expected

drop from 13 percent of GDP to 5 percent of GDP between 2010 andtk08%he need to

boost national savings and other international capital transfers)

According to the World Bank (2012), Tanzania is exgrezing some early signs of structural
transformation on four different grounds. First, the informal-faom sector is growing
rapidly, showing a regain (and diversification) of the economic activity in rural areas, and the
improvement of the infrastructeiwhich happened around the cities. Second, manufacturing
exports have been growing fasier recent years, showing an internationalisation of the
sector. Third, the value of net credit to the private sector has close to quadrupled between
2005 and 2010sowi ng t he i ncreased options for fina
growth. Finally, new pilot projects in the agricultural sector have proven very successful,
which is a first step to boosting the productivity in the sector (which remains low in
comparison to the regional averages. The country should take advantage of these initiatives
and trends toakt-track its transformation further.

3.4.2 Macroeconomic Stability

In order to facilitate this structural transformation, iviial that the macroeconaic stability
is ensured during the course of development. We discuss below the envisaged performance of
few key macroeconomic indicators

Inflation: Tanzania will strive at keeping inflation close to 5 percent annuallypllowing a
prudent monetary picy, whilst also solving the national supply constraints (associated with
food and essential raw materials) and minimizing the impact of internationally induced
inflation. The Bank of Tanzania will use its instruments in order to mop up the excess
liquidity in the economy (when and if such cases occur), and will closely monitor the
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evolution of the value of the Tanzanian Shilling against its made trade partners. By doing so,
the Bank wil/l be able to stabil i dielyaffece coun:
the countryodés competitiveness.

Fiscal Balance:As explained in the previous chapter, the main aim of the Government will
be to reinforce its current prudent fiscal policy management, in order to closely monitor the
countryo6s fThis wikh happdnednitwoi mam .fronts: on the one hand, the
Government will expand its tax base and find new ways to increase Government revenues in
general(the Government has targeted to be able to rEsevenues to around 21 percent of
GDP by 202%, whilst on the other hand closely monitoring public spending (mainly by

enhancing expenditure control and accountabili§)e si de s , Gover nment €
growth will have to be led by development expenditure, which should become the most
importantcompoant of Governmentos spending, in ordeé

Another major challenge will result from the projectethdfall increase in Government
revenuesrelated to the prospects of the developments in the mining sector and in the
count r y 0 stiorg €auntripsr tliatd have not planned efficiently for nattesburce
based revenue windfalls have exposed themse
resour c &€he mair ssped of the cursmppens when the large windfalls lead to
excessiveincreases inpublic and/or private spendinfgenerating high inflation levéls
accompanied by a nominal appreciation of the currégieen that those resources are traded

in foreign currencies)ranslating into a loss of competitiveness (given the ajpgdren of the

real exchange rate), and eventuatiyp a lower growth path thatihe onethe countrywould

have hadhadit not developed its natural resource sdsjoim his is whyTanzaniawill come

up with an effective solution on how bdstmanage thge resources (by creating a natural
resource fund, for instance), to avoid the negative effects of increased public speing
nominal appreciatio@nd ensure integenerational equity (by enabling future generations to
enjoy the revenues from those reszes).

I n addition, the Government wil/ continue mo
and foreign debt level (and the related debt services), in order to ensurastng
macroeconomic stability.

Balance of Paymentsthe focus of the I&n in theinitial years will be on reducing the
6structur al deficitdéd in the flow of goods &
business environment related policies). This situation has unavoidably led to depreciation
pressures on the localirency, which ha# turn pushed domestic inflation upward. Export
promotion and diversification, in part through increased domestic processing and
manufacturing, will therefore be emphasized. The target therefore is to sustain a high export
growth rate, ogr 10 percent as much as possible, and keeping the growth rate of imports at a
lower rate (in order to reduce the trade deficit). In the longer term, the Plan aims at much
improved trade balance, partly through continued export promotion and efficientt impo
substitution, to support the douldeyit growth rates that are envisaged. Finally, the
improved business environment and the sustained economic growth will increase the capital
and FDI inflows, which in turn will improve the balance of the capitalfarahcial accounts,

and further foster economic growth. Particularly, during the third FYDP (2620the focus

will be to foster export oriented growth by improving competitiveness of manufacturing and
service sectors. This transformation into an expodnted competitive economy is expected

to create a significantly favourable trade balance.
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3.4.3 Productivity and Growth

In addition to the sectoral transformation outlined in the previous section, it is noteworthy to
analysethe growth in productivity whichs required to attain the middiecome country
status.The GDP growth rate can be divided into two main parts: the growth rate of the labour
force and the overall productivity growtlthe sum of both amounting to the total GDP
growth*. The overall produdtity growth rate of the economy is captured by the growth of
the outpuperworker, and is divided into three main sohtegories: the education per
worker, the physical capital per worker and the total factor productivity.

Between 2000 and 2008anzana 6 s over al l productiviThg grew
decomposition of Tanzaniab6s overall product.i
figure below. As can be seerhaut 6 percent othe overall productivitygrowth could be

attributed to tk education per worker, 8 percent to the growth of physical capital per worker,

while the governing factor of overall productivity growth was the improvement of total factor
productivity (TFP), which accounted for 86 percent.

Figure 3.2: Decomposition ofProductivity Growth

Tanzania 2000-08: Distribution of Overall
Productivity Growth

Education per . .
worker Physical Capital

6% per Worker
8%

Total Factor
Productivity
86%

SourcePOP® sealculatiors using Collins and Bosworth Data Base.

In order to give a strategic direction, these figures were compared to the overall productivity
growth performance of the set of middieome countries (in the specifyear of their
attainment of middkencome status) used in the 1GEPC (2011) paper. The results show
that the current overall productivity growth rates, along with the growth rate of education per
worker, physical capital per worker and growth of téaator productivity in Tanzania are all

below the middlencome country level. Foexample in 2008, Tanzani abs
worker grew by 0.27 percent while the middieome average was 0.56 percent, and
Tanzaniads physical 0.@2 perderat,Icompaeed to .69 pkereent ingr e w

middleincome countries. This suggests that Tanzania needs to improve its productivity
growth rates considerably over the next 15 years.

In addition, the middlencome country average composition of the overatidpctivity
growth rate is quite different from the case described for Tanzania earlier. Around 11 percent
of their overall productivity growth rate was attributed to education per worker, while this

“This is only one of the many growth accounting pri
growth rate, and has been chosen here as it displays productivity growth in a straightforward way.
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figure stood at 6 percent for Tanzania (for the 20008 period), which indicates the need

for improving the skill level of the work force over the next 15 years. The share of physical
capital per worker in the overall productivity growth was also significantly higher in middle
income countries (at 30 percenbmpared to 8 percent in Tanzania). This again signifies the
need for large capital investments over the next 15 years, which will improve the productivity
across sectors.

Hence, there is a ned¢olchang the pace and composition of the overall prodiistigrowth

rate during the next 15 years to credtee globally competitive economy envisaged in the
countrybés Vision document. This wil/ be achi
level upgradation of the work force, in addition to strateigierventions (particularly in the
productive sectors) as described in the sections to follow.

35 Productive Sectors

Transforming the economy to reflect the envisaged economic structure outlined above
requires deliberate interventions to ensure that theasgers grow at the rate and in a manner
that can facilitate the required transformati@s. explained in Chapter 1, these interventions

will be sequenced through three five year development plans with the themes of unleashing
Tanzani abs g r anuting anp iodustrial t based econamy and promoting
competitivenested export growth, respectivelfhe sections that follow bring out some of

the requirementsthat underpin the requisite transformation for each seetwd provide
guidelines and objectigefor the projects and programmes that the three five year plans will
have to follow

3.5.1 Agriculture

According to the CDG for TDV 2025, the main challenge in this sector is to increase the
output and the quality of all products for which the country enjysomparative and
competitive advantage. Agriculture in its totality includes crops, animal husbandry, fisheries
and forestry. By 2025, agriculture should be accounting for 20.7 percent of GDP and will
transform, through mechanization and commercializatioto a modern sector capable of
producing high quality output in sufficient amounts to ensure nationwide food security and
food selfsufficiency, and increasing incomes through viable internal and international trade.
Achieving these targets requiresaségic, targeted and well sequenced efforts to address the
challenges that are impeding the realisation of the séctevelopment potential8elow is a

brief outline of what this transformation will entail in the agriculture-seittors.

3.5.1.1Crops

The praduction of cropswill be undertaken such that the various categories of products in
this subsector (e.g., food crops, cash crops, high value cropsae¢écwell targeted in terms

of quantities and in terms of the geographical regions earmarked for grdvem. The aim

is to ensure thatome 2025the subsector is capable of giving the country optimum mileage

in the core objectives of attaining food sufficiency, raise incomes in and promoting of exports
from the suksector. To facilitate this, effortsilvbe made to promote specific crops
specific regions (fostering @&pecialisation in each regiprand to facilitate enclave
developmerdg of agroprocessing industries attached to each crAp. évelopmental
corridod approach, exemplified by the SoutheAgricultural Growth Corridor of Tanzania
(SAGCOT) will also be undertaken.
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3.5.1.2Livestock

The sectorwill be transformed inta modern and highly productive oone, capable of
supporting a thriving dairy meat and tanning industry in a sustainable manner

3.5.1.3Forestry and Hunting

Efforts will be made to increase productivity in the -salgtor,by identifying and targeting
outputs/activities that can foster rapid and inclusive growth in thesector and the
economy as a whole (e.g. timber, honey, beeswax, madtliplants,and hunting) while
promoting and engaging in modern forestry practices to ensurefdiests remain an
abundant resource and, in turn, create an-elvanging sanctuary for all kinds of wildlife for
decades to come.

3.5.1.4Fishing

Developingand mber ni si ng the sector to take advant
inland water fisheries potentjaby ensuring that the sector optimally performs its role as

source of food, employment, livelihood to the people, recreation, tourism and foreign
exchange. This will be done bearing in mind that fisheries resources are renewable resources,
which are limited, and therefore have to be conserved, managed and developed on
sustainable basis. As sydfforts will be made to ensure sustainable exploitatibifization

and marketing of fish resourgeso ensure thathe intended national s@eeconomic
objectivesare not metat the expense of dwaging the aquatic environmenBesides,
invest ments wil/ be made i n or drepotenti. f urt her

The nationabpolicies, guiding principles and objectives for the agricultural sector as a whole
are presented below:

a. National Policies

These should facilitate:
Modernization of the Sector through

1 Comprehensive landse planning and segtization of agricultue for various
economic activities through rationalizing land property rights;
1 Intensifying measure® increag output and productivity through:

o Improved quality of inputs (e.g. use of improved seeds, increased use of fertilizer
aad appropriate agrochemicals in crop pr
genetic potential, improving livestock fegds

0 Mechanization

o Raising labour productivity by increasing the area under household production.
This in turn can be done by redugithe number of households involved in
farming through promoting nefarming activities;

o Demanddriven crop productian

o Deploying adequate extension services (by providing adecptatf and funds for
research);

o Instituting strong and effectivgublic veteinary health systemto control and
eradicae animal diseasedfacting livestock productivity.
1 Encouraging ougrower schemes;

1 Incentivizing local and foreign direct investments in agriculture;
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1 Developing a frameworto adequatly finance the sectar
1 Application of ICT.

Promotion of irrigation agriculture and water harvesting as well as conservation measures
1 Enhancing irrigation schemes with capital injection and rapid expansion in areas that
have arale land suitable for irrigation;
1 Making good use dthe sizeable part of the country that receives good rains and the
countrybés ample topographic opportunities
seasonal rivero use n crop production and livestock.

Improvement of rural infrastructure
1 Continuing wth construction and maintenance of rural infrastructure (roads, tracks,

paths, footbridges);

1 Increasing access to water throwgghincreagd number of boreholes, spring sources,
andpiped network systems;

1 Ensuring access to rural energy by continualting the rural energy balance from
traditional fuels and hydrocarbons to electricity (generated mainly from solar and
other readily available/renewable sources);

1 Setting up information and data management systems to provide access to
information, knowlelge and enhanced communication.

Raising the value of agricultural products through measures for stabilizing agricultural
prices and enhancing competitiveness of the goods

1 Introduction of crop insurance schemes;

1 Investment in and promotion of agpoocessg and other value adding activities;

1 Strengthening agricultural marketing information services.

b. Guiding Principles
Underpinning future projects/programmes that will be undertaken in this area are:
1 Developing thestrong forward and backward linkagestween this sector and other
sectors in the economy;
1 The creation of conditions for the private sector, organized in a variety of sizes to
engage profitably in activities in this sector;
1 Development of effective training and research programs in orddruild the
capacity of the sector stakeholders;
1 Sustainable production;
1 Good governanc€addressing land use conflicex ante,promoting inclusiveness;
curbing illegal activities)

c. Objectives

The objectives to be attained by 2025 are as follow:
1 Increae the sectors annuaveragegrowth rate to 6 percetitrough t02025;
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1 Efficiently managed transition which will have employment in the sector declined to
only 43 percent of population by 2025;

1 Increasing the value and marketability of outputs through omement of
infrastructure, raising quality and standards of agricultural goods (with good grading,
processing and packaging) and reduction of input and output price distortions

91 Significant increase in profitable commercial activities undertaken by tla¢ doal
foreign private entities in the sector.

3.5.2 Industry

The model for transforming Tanzanviehondl econo
eventually be led by competitivendsased export growth, is a critical issue for policy. While

it is acknowledgd that Total Factor Productivity (TFP) is the main driver of lomg

growth, there are various ways to approach this issue. Experience from Asian countries has
shown two practical model s: (i) the Amigrat.
the 0 fgleyeisregd pattern, whe r-@meaadeantage. fTanzaniachasp | o i t
recorded some success with the former model, but needs to strategize on the latter in order to
sustain the twin goals of dynamic inclusive growth and structuraftvanation.

During the initial five years of LTPP (201D5 ) , Tanzani a wi-dedse f ol |l o
f ramewo fMonga, (2Q11)nto develop its manufacturing sector. This will involve
identifying those goods where Tanzania has a comparative advaniagetlg produced in
dynamically growing economies elsewhere, but can be promoted in Tanzania. The obstacles

to starting industries will be identifieénd policies will be oriented towards the removal of

the same (including providing incentives to piomegifirms). At the same time, clustered
development of these industries in special incubated zones such as EPZs and SEZs with
possible FDI will be encouraged.

Following this phase, the industrialization will concentrate on large scale natural gas
based/felled industries, chemical industries, iron and steel processing, mineral processing

and mediurtechnology manufacturing, to realize the creation of an industrial based
economy. The last FYDP (2025) will focus on improving competitiveness of all these
industries, to enhance Tanzaniads export pertf

Industry in its broad definition covers manufacturing, mining, quarrying and construction.
These are presented separately in this document in order to highlight their uniqueness and
specific inteventions required in LTPMevertheless, the ultimate objective is for the sector

to have grown to represent over 30 percent of GDP by 2025, implying an annual growth rate
over 9.4 percent for the entire period, and employing over 20 percent of the yaursr
workforce.

3.5.2.1Manufacturing

The main challenges for this sector in meetimgTDV 2025 objectives are: sustainitige

high growth momentum and development, promoting technological innovation and
adaptation, creating and developing internatiooahpetitiveness, and developing a strategic
domestic industrial base.
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A new generation of industries will be required to meet these objectives. This will be
achieved through fostering innovation, new capacity, diversification, promotion of higher
value addion and industrial clusters.

In order to reach MIC status, the manufacturing sector has to gra®.bypercent per year
during the next fifteen years and ultimately contribleercent of GDPgeneratdJSD 52
billion in exportearningsand employ abut 20 percent of the total labr force by 2025.

a. National Policies
In order to achieve the long term goals, policy measures will address the weaknesses and
constraints facing the sector, witlspecial focus on:
1 Increasing labour productivity througkills and technology development;
1 Increasing competitiveness;
1 Promoting exports with an emphasis on products based on comparative and
competitive advantages;
1 Promoting industrial deepening with a view to creating and strengthening forward and
backward inkages(such as through clustering of manufacturing actiities
1 Increasing value additigespecially in agricultural and mineral products.

b. Guiding Principles
Principles that will guide future projects/programmes include:
1 Use of domestically availablraw materials;
1 Promotion of Micro, Small and Medium Enterprises (MSMES);
1 Research and Development (R&D) for raising productivity and competitiveness,
taking advantage of technological breakthroughs elsewhere;
1 Rapid adjustment to regional and global meske
1 Development and use of clean technologies;
1 Improving the business environment (through the promotion of SEZs) and
infrastructure.

c. Objectives
The transformations in this sector aim at:
1 Manufacture share of GDP to reach around 18 percent, implyiranamal growth
rate of over 2 percent per annum until 2025;
Facilitating addition of value to national products;
Modernizing production processes;
Creating job opportunities, especially for the youth;
Ensuring that the country is transformed to a sewhistrialised, middlencome
country by 2025.

= =4 =4 4

3.5.2.2Mining and Quarrying

In order to attain the aspirations of TDV 2025, thiming sector is tasked to exploit more
efficiently the great potentials in terms of growth, employment creation, income generation,
increased foreign exchange earnings and contribution to GDP ((ZDG0)).

In 2025 the mineral sector should be a strong, vibrant-avglinized, private sector led,

large and smalscale mining industry, conducted in a safe and environmentally sound
mannerl t shoul d also contribute significantly
exports, the former through the strategic exploitation of its energy and industrial mineral
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resources and the latter being mainly through processed and/oiprem@sed mineral
out put s. It i s al so envi saged wil hcantribute¢ h e s e
significantly tothe Governmend sevenus.

a. National Policies
The national policies should focus on
T Ensuring that the explrabresouces ioundertakenihbhe co
manner t hat IS beneficial to the count i
contributes to increasing the general welfare of its citizens;
1 Ensuring sustainable miningincluding addressing land degradation after
decommis®ning of mining activities, good governance such as through protecting
the rights of villagers, small scale miners, gendgr,
1 Establishing a strong link between mineffalisindustrial use (coal, iron ore, uranium)
and domestic industrial production.

b. Guiding Principles
The principles that will guide future projects/programmes are:

1 Increasing local participation and ownership in the sefboiirfstancethrough zoning
areas for small scale mining, increasing local ownership in foreign companies,
training local experts especially geologists and the like);

Enhancing value addition;

Instituting safety and environmental standards;

Promoting inclusiveness;

Promoting use of ICT in prospecting, processing and marketing.

= =4 -4 -9

c. Objectives
The objectives to beeached by 2025 are the following:
1 Sustainannual growth rates in the sector above 5 percent for the entire period;
1 Developinggemstone cutting and jewellery industimaking Tanzania seessful
enough to be the gemstone centre of Africa;
1 Providing depenable employment to Tanzanians;
91 Contributing significantly to Government revenues.

3.5.2.3Construction

The main thrust of the industry is to build a robust, reliable and competitive local
construction industry capable of delivering the aspirations of Vision.2025

a. National policies
The rationalpolicies that will have to be implemented by 2025 are based on the following:
1 Financial policies alleviating the credit constraints for the real estate and construction
projects;
1 Control policies ensuring the constnoct works are of the highest possible quality,
meeting every security and longevity standards; and
1 Governance policies ensuring the required increased transparency in the sector.

b. Guiding principles

The programmes and projects in the sector will beeglly the following:
1 Ensuring the highestuglity services;
1 Enhanced transparenand
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