
TANZANIA
Growthisprojectedat6.1percent in2026,supportedbyinfra-
structure,extractives,animprovingbusinessenvironment,and
macroeconomicstabilitywithlowinflationandexchangerate
flexibility.Externalbalancesaremanageable,amidpositive
termsoftrade.Fiscaldeficitswillnarrowasrevenuestrength-
ens.Yet,poverty isexpectedtodeclinemarginallygivenhuman
developmentgapsandscarcejobs.Risks includepolitical ten-
sions,fiscalpressures,MiddleEastconflict,andclimateshocks.

Key conditions and challenges

Tanzania’s growth momentum continues to accelerate. Eco-
nomic dynamism is fueled by large investments in infra-
structure and an improving business environment. Expand-
ing transport infrastructure helps Tanzania to leverage its
unique position as a connectivity hub in the region with East
Africa’s largest metropolis and a deep-sea harbor. Tanzania’s
traditionally strong macroeconomic fundamentals such as
prudent fiscal and monetary policies further sustain growth
momentum. Increasingly flexible exchange rate policy has
largely addressed exchange rate distortions, closing the gap
between official and parallel rates and bolstering the coun-
try’s ability to absorb external shocks.

Despite these strengths, Tanzania continues to face structural and
policy barriers that hinder broader, and more inclusive growth.
Economic growth remains concentrated in a few sectors, with
scarce opportunities for wage employment. Improving the busi-
ness environment further and investing in human development
are essential to building a private sector-driven economy that cre-
ates jobs and supports poverty reduction. Tanzania also navigates

Population1 Poverty2

million millions living on less than $3.00/day

70.5 29.5
Life expectancy at birth3 School enrollment4

years primary (% gross)

67.0 92.7
GDP5 GDP per capita6

current US$, billion current US$

90.1 1381.6
Sources: WDI, MFMod, and official data. 1/ 2025. 2/ 2018 (2021 PPPs). 3/ 2023.
4/ 2024. 5/ 2025. 6/ 2025.

fiscal trade-offs as it prioritizes long-term infrastructure projects
amid modest revenues and decreasing official development assis-
tance—factors that leave critical investment needs in human devel-
opment and public services unmet.

Recent developments

Despite disruptions following a contested election in the last
quarter of 2025 and ongoing conflict in the Middle East, eco-
nomic growth continued to pick up, driven by robust fun-
damentals. Agricultural sector performance was in line with
long-run averages despite dryer-than-normal conditions in large
parts of the country, benefiting from policy support. Robust in-
creases in industrial output, including the construction sector,
made up for weaker-than-expected service sector growth, in-
cluding slowing tourism growth during the last quarter of 2025.
Nominal wages in 2024 increased by just over 20 percent since
2020, roughly in line with nominal GDP growth per capita. With
core inflation relatively subdued, the Bank of Tanzania lowered
the policy rate by 25 basis points to 5.75 percent in July 2025.
Exchange rates were more flexible over the past year with in-
creased foreign exchange market liquidity.

FIGURE 1 / Total fiscal revenue and grants and contributions,
percent of GDP
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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Tanzania continued to experience positive terms of trade because
of high gold prices and, until recently, subdued fuel prices. While
record gold prices led to continued double-digit growth in nominal
merchandise exports, decreases in the volume of other exports
and government gold purchases led to soft export sector perfor-
mance in constant prices. Despite a narrowed trade deficit in 2025,
lower transfer inflows combined with increased external payments
led to an increasing current account deficit. However, given its
moderate size and available financing the deficit remains unprob-
lematic—foreign direct investment and government external bor-
rowing alone more than cover it and reserves continue to trend up.

Fiscal deficits in the second half of 2025 were atypically high amidst
election-related expenditure pressures. However, the overall fiscal
deficit, estimated at 3.8 percent of GDP in 2025, was still moderate
by regional standards. Fiscal allocations to the education and
health sector increased in response to reduced foreign assistance,
but overall human development programs remained constrained
by infrastructure spending prioritization amid low domestic rev-
enues. While increasing by 0.9 percentage points of GDP in 2025,
tax revenues at 13.8 percent of GDP remained below common
benchmarks and regional standards. Fiscal imbalances in Zanzibar
(not captured in the headline deficit for Mainland Tanzania) contin-
ued to widen amid a major investment push.

Outlook

Growth is projected at 6.1 percent in 2026 and is expected to accel-
erate further to 6.5 percent over the medium term. Ambitious in-
frastructure investments, a robust extractives pipeline, and steady
progress on the business environment are expected to sustain ro-
bust economic expansion.

Macroeconomic policies are expected to remain conducive to
containing inflation below the 5 percent target despite pres-
sure from recent fuel price shocks and preserving fiscal and
debt sustainability. The government is expected to return to
medium-term deficit targets through continuous efforts in do-
mestic revenue mobilization. Tanzania’s external balances will
remain strong, supported by favorable terms of trade and flex-
ible exchange rate policies.

Despite strong economic growth, poverty reduction is projected
to remain modest as many structural bottlenecks affecting Tan-
zania’s ability to translate growth into poverty reduction, such
as limited public services for human development and social
inclusion, persist. In addition to recent cuts, further develop-
ment assistance is under review, which may adversely affect
poverty reduction going forward, as programs may be scaled
back or discontinued, disrupting service delivery to the poor in
some areas.

Four primary risks could weigh on the baseline outlook. Renewed
political instability could lead to lasting damage to Tanzania’s rep-
utation underlying recent increases in investment and tourism.
Should the government’s ambitious development plans outpace
anticipated revenue growth, Tanzania’s fiscal balance may come
under pressure, straining public services. Extreme weather events
may also adversely impact agriculture, affecting the country’s
poor and vulnerable groups. Global tensions and escalating con-
flict in the Middle East could weigh further on growth and ex-
ternal balances. On the upside, strengthened public-private part-
nerships, especially in transport and energy, increased econom-
ic openness, along with renewed investor confidence following
expedited political reconciliation, could lift growth significantly
above current forecasts.

Recent history and projections 2023 2024 2025e 2026f 2027f 2028f

Real GDP growth, at constant market prices 5.1 5.5 5.9 6.1 6.4 6.5
Private consumption 2.2 3.1 3.4 5.2 6.4 6.5
Government consumption 10.7 9.5 15.2 7.8 7.1 7.0
Gross fixed capital investment 5.7 5.3 9.0 5.1 6.5 6.1
Exports, goods and services 13.2 16.4 -5.0 6.8 6.4 6.5
Imports, goods and services 7.5 9.2 2.5 3.4 7.5 6.4

Real GDP growth, at constant factor prices 5.1 5.6 5.9 6.1 6.4 6.5
Agriculture 3.6 3.9 3.6 2.9 3.9 3.5
Industry 4.8 5.4 7.8 7.8 7.9 8.0
Services 6.2 6.8 5.8 6.9 6.8 7.1

Employment rate (% of working-age population, 15 years+) 79.6 81.8 81.8 81.8 81.9 81.9
Inflation (consumer price index) 3.8 3.1 3.4 4.1 3.9 4.0

Current account balance (% of GDP) -3.8 -3.0 -3.3 -2.4 -2.3 -2.1
Net foreign direct investment inflow (% of GDP) 2.1 2.2 1.9 2.1 2.3 2.4

Fiscal balance (% of GDP) -3.7 -2.7 -3.4 -3.1 -2.8 -2.6
Revenues (% of GDP) 14.9 16.1 16.8 17.1 17.3 17.4
Debt (% of GDP) 45.0 49.9 48.5 47.4 46.2 44.8
Primary balance (% of GDP) -1.6 -0.2 -1.0 -0.4 -0.3 -0.2

International poverty rate ($3.00 in 2021 PPP)1,2 49.7 49.1 48.3 47.5 46.7 45.8

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 69.0 68.5 68.1 67.6 67.0 66.4

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 90.2 89.6 89.0 88.4 87.6 86.9

GHG emissions growth (mtCO2e) 1.1 1.5 -0.1 2.0 2.1 2.1

Source: World Bank, Fiscal Policy & Growth Department. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2011-HBS and 2018-HBS. Actual data: 2018. Nowcast: 2019-2025. Forecasts are from 2026 to 2028.
2/ Projection using point to point elasticity at regional level with pass-through = 0.7 based on GDP per capita in constant LCU.
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