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Tanzania: Scenario comparisons

Chart 29 presents GDP per capita in purchasing power parity (PPP) in the Current Path and each of the eight sectoral 
scenarios. The data is from 2020 with a forecast to 2043.

GDP per capita increases in all the scenarios above the Current Path. However, the Governance and the AfCFTA have the 
most significant positive impact with an increase of US$211 and US$203 per person above the Current Path in 2043, 
respectively.

Improved governance contributes directly to higher GDP per capita by strengthening state capacity, reducing corruption 
and ensuring more effective delivery of public goods. In the Governance scenario, reforms enhance the quality of 
regulation and the professionalism of the public administration, while curbing rent-seeking and leakages. These shifts 
expand fiscal space and enable more productive investment in infrastructure, health and education. Stronger institutions 
also reduce business costs, create a more predictable regulatory environment and attract higher levels of private and 
foreign investment, which in turn stimulate productivity growth. The dividends are not only economic: greater inclusion 
and accountability underpin political stability, reduce the risk of conflict and provide a more reliable foundation for long-
term planning. The scenario’s emphasis on transparency, civic inclusion and institutional legitimacy is particularly relevant 
in light of the 2025 election crisis, which exposed deep public mistrust and the fragility of state-citizen relations. In this 
context, governance reform becomes not just a technical fix but a political necessity to restore stability, reduce exclusion 
and rebuild the social contract.

The AfCFTA indicates a general improvement in productivity and potential income. The findings are in line with many 
other  that point out that deepening regional trade through AfCFTA presents a major opportunity for Tanzania to studies
advance its economic prosperity.

The Agriculture scenario has the third most significant impact on GDP per capita, with an additional US$128 above the 
Current Path by 2043. Higher yields from modern farming techniques and better inputs raise overall productivity, 
boosting farm incomes and reducing rural poverty. Expanded irrigation, improved water management and ecosystem 
restoration strengthen climate resilience, lowering the vulnerability of smallholder farmers to droughts, pests and other 

https://www.worldbank.org/en/topic/trade/publication/free-trade-deal-boosts-africa-economic-development
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shocks. Investments in storage, supply chains and rural roads reduce post-harvest losses and connect farmers more 
effectively to markets, enabling greater commercialisation and diversification beyond subsistence farming. At the same 
time, improved food access and nutrition enhance human capital and labour productivity. Stronger exports of cash crops 
such as cashew, coffee and cotton generate foreign exchange and government revenues, reinforcing fiscal capacity for 
investment in public goods. Together, these dynamics reduce food insecurity, raise rural incomes and stimulate demand 
across the economy, driving higher long-term growth.

The Manufacturing and Financial Flows scenarios have a comparatively modest impact on Tanzania’s GDP per capita by 
2043. In the Manufacturing scenario, GDP per capita rises only modestly (US$71) above the Current Path, reflecting the 
low base and that structural constraints take time to ease. In Tanzania, the manufacturing sector remains dominated by 
low- to medium-skill activities—notably agro-processing and textiles—where productivity gains are slow and firms are yet 
to move into higher-value, technology-intensive production. Upgrading requires sustained investment in infrastructure, 
energy, finance and skills, all of which progress gradually over the forecast period. The continued presence of a large 
informal sector also limits the broader economic spillovers from industrialisation. Even so, the scenario represents an 
important step towards a more diversified and resilient economy. As productivity rises and industrial capabilities deepen, 
manufacturing could become a key driver of inclusive growth beyond 2043, creating better jobs and accelerating 
structural transformation.

The Financial Flows scenario delivers only a modest gain in GDP per capita for Tanzania (US$53). Foreign direct investment 
continues to flow mainly into  such as mining and gas, which are capital-intensive and generate extractive industries
limited employment or supply-chain spillovers. Aid remains important, particularly for fiscal space in health and 
infrastructure, but its share of GDP declines as the economy grows.  Remittances provide household resilience but are 
modest compared to regional peers and do little to drive structural transformation. Meanwhile, illicit financial outflows 

 to erode scarce resources, underscoring the importance of stronger governance and financial oversight.continue

So far, the analysis has focused on the individual sectoral scenarios. These sectors are, however, not isolated; they are 
strongly interlinked. The Combined scenario envisions an integrated implementation of sectoral reforms. If this scenario 
were realised, Tanzania could expect a significant improvement in its human and economic development prospects. By 
2043, GDP per capita (PPP) will be US$1 059 higher than in the Current Path in 2043, indicating that an integrated push 
across all the development sectors could significantly improve the living standard of the people of Tanzania.

https://www.bot.go.tz/Publications/Other/Tanzania%20Investment/en/2025022811524146.pdf?utm
https://www.policyforum-tz.org/sites/default/files/2025-02/Policy%20Forum%20-%20Impact%20of%20IFFs%20on%20The%20National%20Budget%20Brief_0.pdf?utm_source=chatgpt.com
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Chart 30 presents poverty in the Current Path and for each scenario, from 2020 to 2043. The user can select the number 
of extremely poor people or the percentage of the population.

Poverty reduction remains one of Tanzania’s most urgent policy challenges. Despite two decades of robust economic 
growth, high population expansion, low productivity and uneven access to opportunity have kept millions trapped in 
deprivation. While all interventions reduce poverty relative to the baseline, the extent and inclusiveness of these gains 
vary, highlighting how institutional quality, human capital and structural transformation interact to shape development 
outcomes.

The Governance scenario delivers the strongest impact on poverty reduction, underscoring how institutional quality 
remains central to both growth and inclusion—an insight made even more urgent in light of Tanzania’s recent political 
upheavals. Institutional reforms strengthen both the efficiency and equity of resource use. Stronger tax systems expand 
fiscal space, while reduced leakages and corruption ensure that public funds reach the sectors and communities most in 
need. These improvements translate into better access to education, healthcare and infrastructure for low-income 
households. At the same time, governance reform lowers the transaction costs of doing business, broadens financial 
inclusion and enhances social protection systems.

In Tanzania’s context, where a large informal economy and weak service delivery constrain the benefits of growth, 
effective institutions act as a powerful multiplier. They accelerate economic expansion while ensuring that its dividends 
reach a wider share of society, improving the quality of essential public services and enabling more inclusive participation 
in the economy.

Education (the second most significant scenario) has a strong and multidimensional influence on poverty reduction in 
Tanzania. Enhancing skills, employability and productivity raises household incomes and resilience while lowering fertility 
and dependency ratios—mechanisms that have immediate welfare effects. Over time, education supports structural 
transformation by expanding the skilled labour force, improving institutional performance and broadening the tax base. 
Tanzania has made major strides in expanding access to primary education, but secondary enrolment remains low and 
tertiary access is minimal. This sharp drop-off limits the long-term developmental impact of education. Yet, expanding 
access without quality delivers  results. Overcrowded classrooms, undertrained teachers and weak learning limited
outcomes have constrained the poverty-reducing potential of past enrolment gains. Addressing quality alongside access is 
therefore critical.

The AfCFTA and the Large Infrastructure and Leapfrogging scenarios had the third-highest impact on reducing poverty. 
Regional integration expands markets for Tanzanian producers, encouraging a shift of labour from low-productivity 
subsistence farming into higher-wage sectors, such as agro-processing and manufacturing. This transition raises 
household incomes directly through job creation, while lower tariffs also cut the cost of imported consumer goods, 
making essentials more affordable. For Tanzania, with its heavy reliance on agriculture and persistent food insecurity, the 
combined effect of higher earnings and lower living costs is particularly powerful for poverty reduction. The Large 
Infrastructure and Leapfrogging scenario reduces poverty by easing structural constraints on productivity and inclusion. 
Expanding electricity access, broadband connectivity and transport networks lowers transaction costs, boosts enterprise 
activity and improves access to jobs and markets. Rural households gain from better energy and mobility, while digital 
access opens new income opportunities and financial inclusion. Together, these advances enhance livelihoods, stimulate 
local economies and reduce spatial inequality, accelerating the transition toward more inclusive growth.

https://www.econstor.eu/bitstream/10419/268013/1/180774549X.pdf?utm
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Chart 31 presents GDP in the Current Path and in the Combined scenario from 2020 to 2043. The data is in US$ 2017 and 
at market exchange rates (MER).

The Combined scenario combines all eight sectoral scenarios: Governance, Demographics and Health, Education, Large 
Infrastructure and Leapfrogging, Agriculture, Manufacturing, AfCFTA and Financial Flows.

If fully implemented, this integrated reform pathway would substantially enhance Tanzania’s growth prospects. Between 
2023 and 2043, the economy will grow at an average rate of 7.6%, compared to 6.1% on the Current Path. By 2043, 
Tanzania’s GDP at market exchange rates (MER) will reach US$305.2 billion—around US$75 billion larger than in the 
Current Path. Under this scenario, Tanzania will advance from being the 11th-largest economy in Africa to the 6th, behind 
only Nigeria, Egypt, South Africa, Ethiopia and Algeria.

However, while this trajectory marks a strong improvement, it remains below the double-digit growth rate envisaged in 
Tanzania’s Vision 2050. The Vision targets sustained annual growth of at least 10% to achieve upper-middle-income status 
by mid-century. The gap highlights both the ambition and the scale of the challenge: even under a best-case reform 
scenario, Tanzania will need to deepen productivity gains, diversify its economic base and accelerate value addition to 
fully realise its long-term transformation goals.
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Chart 32 presents GDP per capita in purchasing power parity (PPP) in the Current Path and the Combined scenario. The 
data is from 2020 with a forecast to 2043.

In the Current Path, Tanzania’s GDP per capita (PPP) will rise from approximately US$2 582 in 2023 to US$4 306 by 2043. 
While this represents steady progress, it reflects incremental rather than transformative growth.

By contrast, the Combined scenario delivers a more ambitious outcome. GDP per capita (PPP) increases to US$5 365 by 
2043, US$1 059 higher than in the Current Path, driven by compounding gains in productivity, institutional efficiency, 
human capital and deeper integration into regional and global markets. Crucially, this trajectory reflects not only faster 
income growth but a qualitative shift in Tanzania’s development model. Higher per capita income under the Combined 
scenario is associated with stronger job creation, accelerated poverty reduction, and a narrowing of inequality gaps as 
growth becomes more inclusive.

On the Current Path, Tanzania will rank 34th in Africa by 2043 in terms of GDP per capita (PPP). Under the Combined 
scenario, its position will improve markedly to 24th, reflecting the cumulative effect of simultaneous reforms across 
multiple sectors that together raise productivity and convergence with Africa’s more advanced economies.

In line with Vision 2050 and the African Union’s Agenda 2063, the Combined scenario underscores that sustained and 
coordinated reforms can unlock shared prosperity and long-term structural transformation. Yet, achieving the Vision’s 
ambition of upper-middle-income status will require not only continued expansion but a shift in the drivers of growth—
toward innovation, skills and productivity-led development. Continued investment in education, technology and 
institutional reform will be essential to ensure that higher GDP per capita translates into enduring gains in wellbeing.
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Chart 33 presents the value added by sector in the Current Path and in the Combined scenario, for 2023 and 2043. The 
data is in US$ 2017 and as a percentage of GDP.

In 2023, Tanzania’s service sector accounted for just over half of the country’s GDP (US$35.3 billion), followed by the 
agriculture sector, which accounted for 23% (US$16 billion). Manufacturing contributed 12% to GDP (US$8.4 billion). The 
energy sector was small, contributing 3.8% to GDP in 2023 (US$2.7 billion), translating, among other issues, into low levels 
of electricity access and inhibiting growth in the manufacturing sector. The ICT sector contributed 3.8% (US$2.7 billion).

Compared to the Current Path in 2043, the Combined scenario would see the following changes in the structure of 
Tanzania’s economy:

the manufactures sector will contribute 17.1% of GDP, 1.9 percentage points higher than the Current Path projection, 
equivalent to an increase of US$17 billion.

the ICTech sector will contribute 5.7% of GDP, 0.6 percentage points higher than the Current Path, equivalent to an 
increase of US$5.5 billion.

the energy sector will contribute 1.6% of GDP, -0.1 percentage points smaller than the Current Path projection but 
equivalent to an increase of US$1.1 billion.

the materials will contribute 8.1% of GDP, -0.5 percentage points smaller and equivalent to an increase of US$5 billion.

agriculture will contribute 8.5% of GDP, be -0.5 percentage points smaller, equivalent to an increase of US$5.3 billion.

The services sector will contribute 58.9% of GDP, will be -1.5 percentage points smaller, with an increase of US$40.5
billion.

The evolution of Tanzania’s economy roughly mirrors that of its lower-middle-income peer group, with the service sector 
representing both the current and future lion’s share of contribution to GDP. With its sizeable informal services sector, 
low-productivity agricultural sector and relatively small manufacturing sector, Tanzania should invest in improvements in 
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agriculture and grow its ICT sector to improve productivity and enhance livelihoods in other sectors, particularly 
manufacturing.

Chart 34 presents the size of the informal sector in the Current Path and in the Combined scenario, from 2020 to 2043.

Tanzania’s informal sector plays a dual role in the economy. It serves as a vital safety net for livelihoods, absorbing much 
of the workforce excluded from formal employment, but it also constrains productivity, structural transformation and 
domestic revenue mobilisation.

In 2023, the informal sector accounted for approximately 45.5% of GDP—the second-highest share in Africa after 
Zimbabwe, and well above the LMIC Africa average of 30.5%. On the Current Path, this share will decline modestly to 
38.7% by 2043, while under the Combined scenario, it will fall further to 35.3%, reducing Tanzania’s ranking to the fifth-
highest informal sector in Africa.

Informal employment likewise dominates the labour market. In 2023, 75.9% of Tanzania’s labour force, or 11.7 million 
people (excluding agriculture), worked informally. On the Current Path, this share will decline to 68.5% by 2043, and to 
56.6% under the Combined scenario.

While informal work provides essential income opportunities, it is typically characterised by low productivity, limited 
access to finance and social protection and high vulnerability to economic shocks. Because most informal enterprises 
operate outside the tax system, informality constrains fiscal capacity and perpetuates underinvestment in public services. 
A smaller informal sector would deliver tangible benefits: broader tax revenues, stronger social protection, higher 
productivity and a more resilient labour market. The challenge is to ensure that formalisation is not merely administrative, 
but translates into better jobs, stronger firms and more inclusive growth.

The decline in informality under the Combined scenario reflects the compounded impact of reforms across multiple 
sectors. Productivity gains in manufacturing and agro-processing, better governance and regulatory efficiency, stronger 
regional integration through AfCFTA, and sustained investment in education and skills development all work together to 
expand formal employment and enterprise capacity. These dynamics reinforce each other: improved governance and 
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access to finance lower the costs of doing business, while education and digital connectivity enhance employability and 
innovation. The result is a gradual but sustained shift from survivalist informal activity toward more productive, 
formalised participation in Tanzania’s growing economy.

Chart 35 presents poverty in the Current Path and the Combined scenario, 2020 to 2043.

In the Combined scenario, Tanzania will achieve a far greater reduction in poverty than on the Current Path. Using the 
LMIC poverty line of US$3.65 per day (2017 PPP), the poverty rate will decline from 71% in 2023 to 26% by 2043. This 
represents a 12.6 percentage-point improvement compared to the 2043 Current Path projection of 37%, translating to 
roughly 15 million fewer Tanzanians living in poverty.

When applying the international extreme poverty line of US$2.15 per day (2017 PPP), the Combined scenario will reduce 
extreme poverty from 12% on the Current Path to 6% by 2043—equivalent to around 7.2 million fewer Tanzanians living in 
extreme poverty.

These gains reflect the cumulative impact of coordinated reforms across all eight sectors, each reinforcing the others to 
boost productivity, employment and household incomes. Governance reforms improve the efficiency of public spending 
and service delivery, while investments in education and health strengthen human capital and resilience. Expansion of 
infrastructure and regional trade integration through AfCFTA stimulate industrialisation, job creation and income 
diversification, especially outside agriculture. Together, these dynamics accelerate structural transformation, narrow rural-
urban income gaps and strengthen the link between growth and poverty reduction.

Crucially, the Combined scenario shows that poverty reduction is not only possible through faster growth, but through 
better quality growth that is inclusive, employment-intensive and supported by capable institutions. This pathway aligns 
with Tanzania’s Vision 2050 goal of eradicating extreme poverty and achieving an equitable, high-quality standard of life 
for all citizens.
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Chart 36 compares life expectancy in the Current Path with the Combined scenario from 2020 to 2043.

In 2023, the life expectancy at birth for the average Tanzanian was 68 years, with women having almost four years higher 
life expectancy than men. On the Current Path, average life expectancy in Tanzania will increase to 73 years in 2043, with 
female life expectancy 4.2 years above that of men.

Under the Combined scenario, life expectancy in Tanzania will increase by 2 years, from 73 to 75 years in 2043. Female life 
expectancy will continue to be 4 years longer than men’s in 2043.

These improvements are driven by coordinated interventions across health, education, infrastructure and governance. In 
the health sector, reforms expand access to quality care, strengthen disease prevention and surveillance, and improve the 
availability of essential medicines and services. Investments in education, particularly in girls’ education and public health 
awareness, promote healthier behaviours and long-term wellbeing. Broader access to clean water, sanitation, nutrition 
and electricity, especially in rural areas, further reduces health risks and enhances living standards. Governance reforms 
increase the efficiency and accountability of public spending, while poverty reduction and social protection programmes 
extend access to healthcare for vulnerable groups.

Rising life expectancy is more than a measure of improved health; it is a cornerstone of Tanzania’s long-term 
development. A healthier and more productive population contributes to stronger human capital, higher labour force 
participation and intergenerational progress. These trends align with the objectives of Vision 2050, which emphasises a 
resilient, inclusive and productive population as the foundation for sustainable growth and national transformation.
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Chart 37 compares carbon emissions in the Current Path with the Combined scenario from 2020 to 2043. Note that the 
data is in million tons of carbon, not CO2 equivalent.

Tanzania’s Vision 2050 frames economic transformation and industrialisation within a green growth agenda, emphasising 
low-carbon development, climate resilience and sustainable resource use. As the country continues to urbanise and 
expand energy-intensive sectors, managing its emissions profile will be essential for balancing growth with environmental 
sustainability, both for domestic environmental goals and regional climate commitments under the  and Paris Agreement

.SADC Green Economy Strategy

In the Current Path, Tanzania’s total carbon emissions from fossil fuels will increase substantially, reaching approximately 
26.6 million tons by 2043, up from an estimated 5.9 million tons in 2023. In the Combined scenario, due to fast economic 
growth and increased energy demand, carbon emissions from fossil fuels will increase to 29.5 million tons by 2043.

To remain on a sustainable development path, Tanzania will need to align its rising energy demands with climate-smart 
policies and technologies.  include improving emissions monitoring, investing in low-emission transport systems Priorities
like mass rapid transit and the electric Standard Gauge Railway, and scaling up renewable energy deployment. 
Establishing a National Climate Change Financing Mechanism and a consolidated Climate Change Fund will be vital to 
mobilise public and private investment. Further reforms to institutional governance, including stronger accountability, 
transparency and localisation of Nationally Determined Contributions (NDC) actions, can accelerate the transition toward 
a resilient, low-carbon economy.

https://unfccc.int/sites/default/files/NDC/2022-06/TANZANIA_NDC_SUBMISSION_30%20JULY%202021.pdf
https://www.sadc.int/sites/default/files/2021-11/SADC_Green_Economy_Strategy_and_Action_Plan-English.pdf
https://www.repoa.or.tz/wp-content/uploads/2022/10/Tanzanias-Nationally-Determined-Contribution-NDC-An-Overview-of-Progress-Opportunities-and-Prospects.pdf
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Chart 38 compares energy demand and production in the Current Path with the Combined scenario from 2020 to 2043.

Production is done in nine types, namely oil, gas, coal, hydro, nuclear, solar, wind, geothermal and other renewables. The 
data is converted into billion barrels of oil equivalent (BBOE) to allow for comparisons. Note that energy production could 
be for domestic use or for export.

In 2023, Tanzania’s total energy production was approximately 63 million barrels of oil equivalent (MBOE), compared to a 
total energy demand of 95 MBOE, leaving a production deficit of 32 MBOE. On the Current Path, energy production 
remains below demand. By 2043, production is projected to reach 115 MBOE, while demand is expected to rise to 339 
MBOE.

Tanzania’s electricity mix is currently dominated by hydro and natural gas, with smaller contributions from oil, biomass 
cogeneration and emerging solar power. As of , the country’s total installed generation capacity stood at 3 December 2024
404 MW, comprising 2 011 MW (59%) from hydro, a share that continues to rise with the phased commissioning of the 
Julius Nyerere Hydropower Plant, and 1 199 MW (35%) from natural gas, which remains central to Tanzania’s energy 
security and base-load supply. The remainder of capacity comes from heavy fuel oil and diesel plants (3%), biomass and 
cogeneration (2.6%) and a small but growing solar PV segment (0.1%), which is expected to expand significantly over the 
coming decade.

Renewables already account for  of installed capacity, and the government aims to raise this to  by 2030, 61.8% 75%
 a pipeline of 880 MW of new large hydro, 463 MW of solar, 500 MW of wind and 130 MW of geothermal supported by

generation. The medium-term expansion strategy envisions an additional 2 463 MW from solar, wind, natural gas and 
geothermal by 2030, reinforcing efforts to diversify the mix and strengthen resilience to climate and supply shocks. 
Tanzania is also advancing regional power interconnections with Kenya, Rwanda and Burundi already operational, and 
new links to Zambia and Uganda under development—to enhance system reliability, enable energy trade and optimise 
dispatch across the regional grid.

Under the Combined scenario, both production and demand will grow more rapidly, reaching 136 MBOE and 351 MBOE in 
2043, respectively.

https://africa-energy-portal.org/sites/default/files/2025-03/vfinal_m300_aes_compact_tanzania_012725_0.pdf
https://africa-energy-portal.org/sites/default/files/2025-03/vfinal_m300_aes_compact_tanzania_012725_0.pdf
https://africa-energy-portal.org/sites/default/files/2025-03/vfinal_m300_aes_compact_tanzania_012725_0.pdf
https://africa-energy-portal.org/sites/default/files/2025-03/vfinal_m300_aes_compact_tanzania_012725_0.pdf
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