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1. Introduction, purpose and content outline 
Introduction

Local Economic Development (LED) practice in Tanzania goes in line with the Tanzania Development 
Vision 2025; It is being implemented within Small and Medium Enterprises (SMEs) policy framework 
which account for a large share of the enterprises active in Tanzania. SMEs development is facing a 
number of problems despite the on-going reform programmes. This is due to a number of factors, 
one of which is a persistent culture that has not recognised the value of entrepreneurial initiative 
in improving the lives of the people. Other factors include complex, bureaucratic and costly legal, 
regulatory and administrative environment where SMEs are at a greater disadvantage than their 
counterparts that are larger in size. In the course of implementing the economic reforms the 
government has put in place a number of strategies and programmes aiming at addressing some 
of the major constraints. Such programmes and strategies include: - Rural Development Strategy, 
Agricultural Sector Development Strategy, Strategic Trade Policy, BEST Programme, Micro-finance 
Policy and Poverty Alleviation Strategies. 

To complement these and other existing initiatives, the SME Development Policy ensured that SME 
related components are adequately implemented, harmonized and coordinated. The strategies 
for implementing the SME development policy focuses on three main areas, namely, the creation 
of an enabling business environment, developing of financial and non-financial services and 
putting in place supportive institutional infrastructure. Small and Medium Enterprises (SMEs) play 
a crucial role in employment creation and income generation in Tanzania. These enterprises are 
established in urban and rural settings and thus add value to the agro products and at the same 
time facilitate the dispersal of enterprises. 

This report provides country-specific information and analysis of various thematic areas that 
influence the Local Economic Development in Tanzania. It is an initiative of United Cities and Local 
Governments of Africa (UCLGA). UCLGA is now recognized as the united voice of local governments 
on the continent. The steps taken by UCLGA enabled local governments to be recognized as 
essential partners in the process of rebuilding and reshaping the African continent (African Chatter 
2063), in that they are now accepted as the channels without which the Sustainable Development 
Goals (SDGs) may not be achieved.

Purpose of LED Report
Tanzania Development Vision 2025 seeks to transform from a low productivity agricultural economy 
to semi-industrialised one lead by modernised and highly productive agricultural activities which 
are buttressed by supportive industrial and service activities through actively mobilisation of 
people and other resources towards the achievement of shared goals. In the Poverty Reduction 
Strategy, the Government has decided to promote private sector participation including Small 
and Medium Enterprises. The Sustainable Industrial Development Policy - SIDP (1996 - 2020) 
places specific emphasis on promotion of small and medium industries through the following 
measures: supporting existing and new promotion institutions, simplification of taxation, licensing 
and registration of SMEs and improve access to financial services. In addition, SIDP encourages 
informal sector businesses to grow and be formalised. Furthermore the Agricultural and Livestock 
Policy is aimed at the development of agricultural and livestock activities that are performed by 
both small farmers and livestock keepers. The priority is given to resources-based enterprises 
particularly activities that add value to agricultural products.

In the absence of systematic documentation and analysis of country-specific data on Local 
Economic Development, it has been, and will continue to be, difficult to effectively intervene and 
address key challenges at policy and programme levels. Likewise, it has been difficult to develop 
solutions confronting the countries intervention in Local Economic Development individually or 
collectively. Both cross-comparison and learning of lessons from within as well as other countries 
has been limited due to lack of baseline information to facilitate comparison. This report reviews 
the status of improving living standards and economies of the poor society in Tanzania. 
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Content Outline: 

The report is deliberately designed to include as many stakeholders as possible with the view 
to making it a popular and live document that could be sustained through in-built mechanisms 
of reviewing. Multi-stakeholders documents review from the institutional websites, consultative 
meetings with projects planners and implementers, expert discussions, and knowledge exchange 
sessions constituted the key tools for report preparation process. The Tanzania State of the 
LED Report is, therefore, a result of participatory processes that began in 17th December 2015. 
In this new age of globalization, benchmarking of local economic development conditions to 
complement global context initiatives becomes more relevant. Apart from highlighting dynamic 
trends in SMEs development, this report raises a debate on the LED agenda issues city and rural 
stakeholders will have to pursue in Tanzania. The report provides a comprehensive picture of 
what is happening in Tanzania’s Local Economic Development and, where relevant, draws some 
reference and comparison with other countries. In specific terms, it aims at promoting new 
thinking on sustainable LED by drawing attention to five critical issues: economic governance 
(EG); enterprise development(ED); livelihood development (LiD); locality development (LoD); and 
workforce development (WD).

2. National Enabling Perspective 

National Government perspective on decentralisation.

There is no specific policy for Local Economic Development in Tanzania but the Small and Medium 
Enterprises Development Policy guides its development. The issue of Local Economic Development 
has increasingly gained importance and significance in the debate about decentralization, 
accountability, economic growth and development. It is debatable on how to delegate functions 
and powers from the central government to the local government. The issue on how to promote 
bottom up approach on planning and implementation and how to empower grass roots communities 
to take lead in local economic development issues is unresolved. In Tanzania, the Local Government 
Reform Policy Paper (1998) and its subsequent review in 2009 are the key policy documents that 
underpin decentralisation processes. These documents have four main concern areas which are 
political decentralization, financial decentralization, administrative decentralization and changed 
central–local relations. 

Legislation and departmental responsibilities 

There are a number of government policies already in place aimed at facilitating growth of the 
economy, which have a bearing on the development of the SME sector. These include: Gender and 
Women Development Policy, Employment Development Policy Cooperative Development Policy, 
the National Energy Policy and the National Environmental Policy and Rural Development Strategy. 
Central to all these policies, is a creation of an enabling environment, building of a robust private 
sector and articulation of strategies that will create a sustainable growth. A number of institutions, 
both public and private were established to implement and coordinate various programmes arising 
from these policies. Furthermore, the government has undertaken various measures aimed at 
creating an enabling environment to enhance enterprise development. These include, among 
others, maintaining macro-economic stability; review of tax regime; simplification of licensing 
procedures; implementing a programme on ‘Business Environment Strengthening for Tanzania- 
BEST’ and implementation of a ‘Competition Policy’.

Institutions and programmes established in support of the SME sector in Tanzania
The Institutions and programmes established in support of the SME sector in Tanzania include:-Small 
Industries Development Organisation-SIDO The first major attempt to promote the small industries 
sector in Tanzania was undertaken in 1966 when the National Small Industries Corporation (NSIC) 
was formed under the National Development Corporation (NDC). 
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aThe NSIC set up small industrial clusters, which were basically training cum production workshops. 
Thereafter, the Small Industries Development Organization (SIDO) was established in 1973 by Act 
of Parliament to plan, coordinate, promote and offer every form of service to small industries.

Government engagement in LED

SIDO remains the main government arm for promoting SMEs in the country. Some of the measures 
employed by SIDO include the construction of industrial estates at all regional headquarters; the 
establishment of training-cum-production centres that offered simple rural based technologies; 
introduction of hire purchase programs through which entrepreneurs are assisted with machines 
and working tools; and setting up of regional extension services offices that rendered advice on 
setting up of new industries, choice of technology, preparation of feasibility studies, preparation of 
economic surveys, installation, operation of machinery, maintenance and marketing of products.

3. Local Enabling Perspective 

Government engagement in LED

The constitution of United Republic of Tanzania provides LED as part of local government’s role. 
The Local Government system is enshrined in the Constitution of the United Republic of Tanzania 
as institutions that are closest to the people and which shall be responsible for deciding on what 
the people want in terms of their development priorities. The Local Government Acts No. 7 and 8 
of 1982 define the mandatory and permissive functions of Local Government Authorities in which 
the issue of improving people’s social and economic well-being and amelioration of poverty are 
mandatory.

Local Government finance

There are no specific funds to the Local Government to finance Local Economic Development but 
Local Government Authorities(LGAs) are supposed to set 10% of its own source budget for Women 
and Youth funds. From the year 2016/17 LGAs are also supposed to set aside 60% of its own source 
revenue for development projects in their area of jurisdiction.
Stakeholder engagement/business liaison
Apart from SIDO, various institutions are established to support enterprise development in 
Tanzania. These institutions cater for the whole enterprise sector including SMEs. They include the 
Tanzania Industrial Research Development Organisation (TIRDO) which supports local raw materials 
utilisation; Centre for Agricultural Mechanization and  Rural Technology (CAMARTEC) which is 
involved in promotion of appropriate technology for rural development; Tanzania Engineering 
and Manufacturing Design Organisation (TEMDO) responsible for machine design; Tanzania Bureau 
of Standards (TBS) mandated to promote standards; Board of External Trade (BET)mandated 
for promotion of exports. Others include membership organizations like; Tanzania Chamber of 
Commerce Industries and Agriculture (TCCIA) and Small Business Development Centres supporting 
business development and growth almost in all Local Authorities

4. LED in practice.

SME sector has yet to be tapped due to the existence of a number of constraints hampering the 
development of the sector. However various projects are taking place for the purpose of creating 
enabling environment for enterprises development in the rural and urban areas the projects 
are focusing to meet specific sectorial policies and capacity building of institutions and people 
benefiting from those projects. 
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Economic Governance
Thematically, the operationalization of economic governance concept in this report is divided 
into six sub-themes. These included; Capacity Building and Organising for LED(EG1); Local 
Government Improvement(EG2), Empowerment & Inclusion(EG3), Public-Private & National/Local 
Partnerships(EG4), Strategy Development, Planning, Research & Learning(EG5), LED Policy and 
Implementation(EG6)  Most of the projects under this thematic area focused on capacity building 
of organization and improvement of Local Government Authorities. As shown in the figure: 4.1

Figure 4.1

Enterprise Development

Enterprise development concept in this report is divided into six sub-themes. These included; 
Business enabling environment (ED1), business retention and attraction (ED2), clusters, sectors 
&business development (ED3), enterprise and entrepreneurship development(ED4), product 
innovation and new technologies(ED5) and .micro business development programmes(ED6).Most 
of the projects under this thematic they fall on enterprise and entrepreneurship development as 
shown in figure 4.2

Figure 4.2
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Livelihood Development

The livelihood development concept in this report is divided into three sub-themes. These 
included; basic services to enable economic activities (LiD1), community economic development 
programmes (LiD2) and reduction of social and economic discrimination(LiD3). The study shows 
that more projects are in basic services to enable economic activities as shown in figure 4.3.

Figure 4.3: Livelihood Development

Locality Development

Thematically, the operationalization of locality development concept in this report is divided 
into three sub-themes. These included; economic infrastructure for businesses (LoD1), natural 
resources management (LoD2), regeneration and quality of places improvement (LoD3). Under 
this thematic area the study shows more projects went to economic infrastructure for businesses 
and regeneration and quality of places improvement as in figure 4.4.

Figure: 4.4 Implemented LOD Projects

Workforce Development (WD)

Thematically, the operationalization of workforce development concept in this report is divided 
into three sub-themes. These included; youth development and inclusion(WD1), vocational 
training and skills development(WD2) and job seekers support and job matching(WD3). Under this 
thematic area the study shows that all areas were given equal weight under projects focusing in 
workforce development as shown in figure 1.5
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Figure 4.5: Implemented WD projects

Figures 4.6-4.25: Projects captured in this report
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Donors/ funders of projects 

The study shows that in Tanzania most of the projects focusing on Local Economic Development 
are Donor funded in terms of Loans. The leading financier is the China Africa Development –Fund 
(CAD-Fund) which provides funds to finance improvements of Infrastructure for economic and 
enterprise development esp. energy, railways and now in industrial development. They are followed 
by African Development Bank (AfDB) who are financing heavily in Agricultural Development (esp. 
Irrigation schemes) and the World Bank which is financing for infrastructure development (roads, 
Urban General Planning Schemes, Energy etc). Other key financiers in Agricultural development 
and infrastructure include JICA and IFAD. Whereby Germans (BMZ) they finance in Water, Health, 
Energy and conservation. Most donors also they contribute in Basket Funding especially for projects 
in favour of Agriculture and Health Sectors. 
Figure 4.26:Donor Funding by Percentage
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Stakeholders
All financiers in the Local Economic Development projects they involve local stakeholders in 
planning and execution of the projects basing on the sectors of interest. 
But major problem for MSME is to obtain space for investment in urban areas. The urban planning 
practices in Tanzania are not pro-poor. Therefore most of the projects happening in urban areas 
involve stakeholders who own land or property. The only opportunity for them is rural settings. 
Therefore you find more of the projects under LED are happening in rural areas. Fig 4.27 Number 
of LED Selected Projects Spatial Settings

The project sizes they vary depending on the sector specific demand. Since most of the population 
in Tanzania is employed in agriculture sector majority of the projects under rural settings. The 
study shows that bigger budget goes to Infrastructure and Industrial Development (CTIDPR) and 
Agriculture (ASDP) as shown in the figure 4.28 
Figure 4.28
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Is the pipeline interesting?

Tanzania is still on a hard way to Local Economic Development because the trade and SME policies 
are mainly focusing on regional level investments and the only task to local governments is to 
provide space for potential investors to invest. However SIDO have established offices at all regional 
level and currently have established a dedicated Small Industries Information Centre at SIDO Head 
Quarters to enable the Micro, Small and Medium Enterprises (SMEs) of Tanzania access information 
on Technology, Marketing and Investment already available within and outside Tanzania with the 
assistance of Indian expertise. The idea is also to develop an Information highway to exchange 
business information amongst Tanzanian Micro Small and Medium Enterprises(MSME)s with Indian 
SMEs, SIDO has also initiated its web based “Information Services”. A one-stop, one-window 
bouquet of aids that would provide information on Entrepreneurship, Business, Technology and 
Credit, and also exhibit the core competence of Tanzanian SMEs in terms of price and quality. 
The information is available through the Regional SIDO Offices all over the country and through 
Internet. An Information Centre dedicated exclusively to SMEs, fully equipped with Client Server 
Technology having structured Networking including Wi-Fi Technology. Latest Legal Software’s are 
also provided.SME Web portals with URL www.sidotz.org and www.sido.go.tz

5. LED Practitioners, Competency Centres, skills availability

The Vocational Education and Training Act of 1994 provide the framework for the vocational 
training system in Tanzania. This Act led to the formation of Vocational Education Training 
Authority which has over 630 centres in the country offering training in more 34 different trades. 
In 1999, the University of Dar-es-Salaam established Entrepreneurship Development Centre within 
the Faculty of Commerce and Management. The Centre provides consultancy and training in SME 
related issues.  Furthermore the College of Business Education offers business training including 
entrepreneurship development.
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A number of initiatives have been designed by the Government to set up funding mechanisms and 
schemes to address poverty and employment related problems through promoting SMEs. Such funds 
include National Entrepreneurship Development Fund (NEDF), Youth Development Fund (YDF) which 
is managed by the Ministry of Labour, Youth Development and Sports and the Women Development 
Fund (WDF) that is managed by the Ministry of Community Development and Women Affairs and 
Children. Apart from these, there are other related programmes that were established through 
Government/donor joint efforts including the Small Entrepreneurs Loan Facility (SELF), National 
Income Generating Programme (NIGP), Presidential Trust Fund and Community Development Trust 
Fund. Another initiative towards this direction has been the establishment of the National Micro-
finance Bank (NMB), meant to cater specifically for micro enterprises.

In recent years, the country has witnessed the mushrooming of Non-government Organisations 
that are doing a commendable job in promoting SMEs. Most of the NGOs are mainly involved in 
credit delivery, business training, providing general consultancy, supporting market linkages and 
addressing gender and environmental issues. However, most of the institutions supporting SMEs 
are rather weak, fragmented, concentrated in urban areas and uncoordinated. This calls for the 
need to strengthen the institutions supporting small and medium enterprises. Therefore the SME 
Development Policy supports the strengthening these institutions.

6. Ideas for LED Thematic Studies

Small and Medium Enterprises Sector Development
The objective of the National Vision 2025 is to transform the predominantly agricultural economy 
to a semi-industrialised one. The SME sector has a significant role to contribute towards attaining 
this goal. It is on this basis that the Sustainable Industrial Development Policy identified specific 
strategies targeting at stimulating the SME sector to be able to play this crucial role. The vision 
of the SME Development Policy is to have a vibrant and dynamic SME sector that ensures effective 
utilisation of available resources to attain accelerated and sustainable growth. The mission of this 
Policy is to stimulate development and growth of SME activities through improved infrastructure, 
enhanced service provision and creation of conducive legal and institutional framework so as 
to achieve competitiveness. The overall objective of this policy is to foster job creation and 
income generation through promoting the creation of new SMEs and improving the performance 
and competitiveness of the existing ones to increase their participation and contribution to the 
Tanzanian economy. The policy covers the following key areas: Reviewing and reconsidering public 
policies and regulations that discriminate against or hinder the start-up, survival, formalisation 
and growth of SMEs; Enhancing the growth of the sector; Identifying and assigning clear roles of 
key actors; Developing strategies that facilitates provision of financial and nonfinancial services 
to SMEs; Developing and institutionalising public-private partnerships for SME sector.

Constraints faced by SMEs in Tanzania in general are confronted with unique problems including 
heavy costs of compliance resulting from their size. Other constraints include insufficient working 
premises and limited access to finance. In addition, Business Development Services, namely 
services related to entrepreneurship, business training, marketing, technology development and 
information are underdeveloped and not readily available. On the other hand, SME operators lack 
information as well as appreciation for such services and can hardly afford to pay for the services. 
As a result, operators of the sector have rather low skills. Also, there is no umbrella association for 
SMEs. At the same time, the institutions and associations supporting SMEs are weak, fragmented 
and uncoordinated partly The government of Tanzania to overcome this situation have Inculcated 
through education, training and other programmes values and attitudes that are conducive to 
development of entrepreneurship; 
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Reviewed school curricula to accommodate entrepreneurship development; Introduced 
entrepreneurial programmes in vocational and technical training. Facilitated entrepreneurship 
development programmes for selected target groups/sectors e.g school leavers, artisanal miners 
etc. Facilitated capacity building in entrepreneurship development

SME operators in Tanzania have rather low business skills and seem not to appreciate the importance 
of business education because most of them are primary education certificate holders. On the 
other hand, they don’t have evidence that by attaining 
Business education they can improve their performance and the quality of training provided 
by existing business training institutions and costs involved has tended to be unattractive and 
unaffordable to the potential beneficiaries. 

Sustainability of a firm depends largely on its performance in the marketing. Unfortunately, many 
enterprises are facing problems of marketing due to poor quality of products, poor packaging, 
inadequate marketing skills and stiff competition. Inadequate marketing services have been 
prohibiting SMEs to become competitive in local and international markets. The Government under 
SME policy is committed to facilitating support programmes aimed at improving SMEs’ access to 
market. On marketing, the following strategies are being undertaken: Promoting business linkages 
between large and small enterprises; Strengthening marketing agencies and institutions that 
support SMEs; Creating SMEs bulk provision systems through a cooperative mechanism; Facilitating 
SMEs participation in local and international markets through trade fairs and missions; Establishing 
SMEs exhibition centres; Facilitating SMEs to meet standards; Facilitating training on trade issues 
i.e multilateral trading systems and regional trading arrangements; Facilitating SMEs benefit from 
government procurement needs and activities and access to finance.

The SME sector in Tanzania has limited access to finance due to the following factors: the sector is 
perceived as a high risk one; inability of the SME operators to fulfill the collateral requirements; 
most banks do not operate an SMEs financing window; some of the banks operate in limited 
geographical areas; inexperience of Bank Staff in issues related to Micro-finance; lack of a 
guarantee scheme to back up banks financing SMEs; high cost of screening and administering small 
loans spread over big areas and inabilities of borrowers to prepare and present applications that 
meet bank’s requirements. The current reforms have resulted in liberalisation of the financial 
sector to a great extent. This has led to establishment of a number of banks including the Micro 
Finance Bank, liberalisation of financial rates and establishment of a stock exchange market. In 
spite of all these, the SME sector is facing a major constraint in accessing finance. This limits their 
capacity to survive, increase capacity, upgrade its technologies and even in many cases, expand 
their markets and improve management or raise productivity and eventually increase incomes.

The Government enhanced financial reforms aimed at further liberalisation of the financial sector 
and the creation of financial intermediaries to cater for SMEs Strategies: To take care of this 
concern the government is promoting transferring lessons and good practices from traditional 
financing mechanisms into suitable financial products for financing SMEs, facilitated opening up 
of SME windows in financial Institutions and promoted innovative financial products for SMEs 
such as hire purchase scheme, leasing, inventory financing, venture capital SMEs and, Saving and 
Credit Schemes. Promoted improving access of SMEs to bank financing through simplification of 
procedures, mobilised resources and promoted development of new financial institutions (Tanzania 
Investment Bank (TIB),Tanzania Women Bank(TWB) Tanzania Agricultural Bank(TAB) and Several 
Community Banks) for financing SMEs and Institutional Framework for SMEs Development 
The institutions supporting the SME sector are weak, fragmented, uncoordinated and concentrated 
in urban areas. 
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Currently, numerous stakeholders made up of Government ministries and agencies, private sector 
associations, NGOs and development partners are involved in the development of programmes 
aimed at supporting the SME sector in Tanzania. Most of their programmes are ineffective and their 
efforts are uncoordinated. Although the government has put in place a number of Industrial Support 
Organisations, including the Small Industries Development Organisation (SIDO), these institutions 
are ill equipped in terms of equipment, personnel and operational funds, and therefore, unable to 
discharge their mandated responsibilities. Furthermore, it has been established that government 
officials responsible for development of the sector do not have adequate knowledge, skills and 
SME orientation to create the desired enabling environment for the sector. The Government has 
facilitated strengthening of institutions and associations supporting the SME sector; by supporting 
establishment and strengthening of Associations of SMEs Tanzania Chamber of Commerce Industries 
and Agriculture(TCCIA) establishing a forum for SMEs; Facilitate strengthening and networking 
of service providers of SMEs; Strengthening Government capacity to coordinate monitor and 
evaluation of the Policy; Enhance the knowledge and skills of relevant government officials at all 
levels on SMEs development; 

Agriculture accounts for about 50% of the national income, 60% of merchandise exports and is a 
source of livelihoods of about 80% of Tanzanians. Despite this importance, its performance over years 
has not been impressive. This has been caused by the following major factors: inadequate access 
to extension services; lack of improved farm inputs; poor infrastructure; lack of comprehensive 
market information; lack of credit; multiple taxes and levies; dominance of low technologies; 
inadequate processing capacities in the rural areas; poor or inadequate research and weak link 
between extension services and research. The Tanzania Development Vision 2025 emphasises the 
need to transform the economy from a predominately agricultural one to a diversified semi-
industrial economy with a modern agricultural sector. Small and medium industries have a critical 
role to play in attaining this goal due to the following factors: SME technologies tend to be simple, 
affordable and manageable and thus appropriate for rural areas; SMEs can process effectively 
locally available raw materials and thus add value. In addition, SMEs provide backward and 
forward linkages, which maximise the multiplier effect to the rural economy. The Government 
is currently committed to facilitate the establishment of manufacturing enterprises in rural and 
urban areas so as to add value to agro products by strengthening extension services aimed at 
promoting industrialisation through SMEs; Facilitating the establishment of industrial clusters/
business centres at regional, district and ward levels;  Facilitating the transfer of technology to 
rural areas, including upgrading of existing technologies; Support establishment of rural industrial 
cooperatives  etc

Latest developments in environmental issues have tended to create limitations to the development 
of SMEs in terms of legal requirements and complexities in compliance to changing regulations. 
They demand environmentally friendly technologies that are expensive, clear waste disposal 
techniques and systematised waste management. Furthermore, environmental law and regulations 
require environmental impact assessment and do impose penalties for non-compliancy to laid 
down regulations. All these require resources, which are not within the reach of SMEs. This is 
more compounded by the limited awareness of SME operators on the environmental issues. The 
Government is ensuring that environmental considerations are given due emphasis in all SME 
development interventions; Environment at the moment is a major consideration in all aspects 
of development. To facilitate environmentally friendly SME development, the government 
through National Environmental Management Council (NEMC) facilitated creation of awareness on 
environmental issues to SMEs and their service providers; Facilitates simplification of environmental 
impact assessment procedures by employing environmental officers at every local authority; 
Encouraging proper waste management including recycling techniques and facilitates production 
of technologies which apply renewable energy. 
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7.Conclusion. 

An assessment of the SME sector has shown that it is facing constraints which need to be addressed 
adequately through policy improvement and proper implementation of the current policy strategies. 
Given the importance of the sector and the need to transform it to a vibrant and dynamic one, 
it is crucial to put in place strategies that will facilitate the removal of those constraints so that 
it can attain the desired vision and identified objectives. The SME Development Policy strategies 
should focus on areas which have maximum impact on the sector. 

The major areas of focus to include is creation of the enabling business environment, developing 
the infrastructure, strengthening financial and non-financial services and establishing and 
strengthening institutions supportive to SME development. In the current policy, problems are 
identified those include Legal and Regulatory Framework; Despite of various interventions 
aimed at improving the business environment in Tanzania, the legal and regulatory framework is 
bureaucratic, costly and centralised. These characteristics of the legal and regulatory environment 
affect all sizes of businesses adversely. However, SMEs are further constrained in this environment 
in comparison to larger businesses due to the disproportionately heavy costs of compliance 
arising from their size. As a result most of informal enterprises have failed to formalise and micro 
enterprises have been unable to grow and graduate into Small and Medium Enterprises. The tax 
regime in Tanzania is also unfavourable for SMEs development. Taxes are many, rather high and 
collected by various authorities including Tanzania Revenue Authority and the Local Government 
Authorities. Furthermore, entrepreneurs are ignorant of tax matters and the cost of complying 
with tax regulations is considered high. Whereas taxation of businesses is a necessity for national 
economic development, the present tax regime imposes a major burden on SMEs.

Although in the SME policy the government committed to enhance implementation of programmes 
aimed at simplification and rationalisation of procedures and regulations so as to encourage 
compliance and minimise transaction cost the situation has not yet changed. Some of strategies 
aimed at improving the legal and regulatory framework included; Simplification of business 
registration and licensing procedures which has been a little bit attained as now agency established 
for business registration and licensing (BRELA) and people in cites can apply online business 
registration. Another strategy was to simplify tax system and introduce tax incentives to nurse 
SMEs which is  not attained; Review Government Procurement procedures to facilitate SMEs’ 
participation so far the procurement process is open and competitive which does not provide 
room for SMEs to win tenders. It was promised to establish a window within the commercial court 
for handling SME business disputes so far it’s not functioning and the policy emphases on training 
and sensitizing SMEs on intellectual property rights which is also not attained so far.

The poor infrastructure in Tanzania including working premises, roads, cold rooms, warehouses, 
power, water and communication adversely the development of the SMEs. Even where these 
services are available, the supply is unreliable and costly. Serviced land or business premises are 
in short supply in most of the cities and towns, especially for industrial use. The very poor state 
of infrastructure makes it difficult to attract even local investors to the rural areas where almost 
70% of Tanzanians live. This has been an obstacle in promotion of SMEs especially in rural areas. 
However, founding of natural gas in Tanzania the government is now embarking in increasing 
power supply to urban and rural areas through Rural Energy Agency (REA).  The government is also 
investing to improve the physical infrastructures and provision of utilities in collaboration with 
Local Authorities, private sector and development partners.

The SMEs policy strategies require the Local Authorities to allocate and develop land for SMEs 
but under normal planning system this is not applicable, much needs to be done in reforming the 
current urban planning system to become pro-poor; 



18

Tanzania is endowed with a rich natural resource base. Even then, with all these resources Tanzania 
is still a least developed country. The challenge lies in the ability to transform efficiently and 
effectively the resources into goods and services that can be availed to the market at competitive 
prices. One of the major limiting factors is the lack of entrepreneurs at different levels. Some of 
the traditions, perceptions and values have tended to create a culture that is anti-entrepreneurial. 
Furthermore, past policies(Socialism) limited individual entrepreneurship initiatives. In addition, 
the education system from secondary education and higher learning institutions has tended to 
create employment seekers rather than job creators. Current unemployment situation pushes 
the government to comply to SME policies by promoting entrepreneurship development through 
facilitating improved access of SMEs to financial and non-financial services which is not provided 
to majority of Tanzanians. 

The Government is supposed to enhance the capacity of institutions providing business training to 
SMEs in order to improve the business skills of SME operators. Embarking on capacity building of 
business training institutions aimed at improving quality of services provided and Facilitating tailor-
made business training programmes for start-ups and for strengthening existing businesses. In this 
millennium information has become a prime mover of all economic undertakings. However, the 
situation of SMEs in Tanzania is that of limited access to information caused by lack of awareness 
on its importance and the prohibitive costs of acquiring the same. SIDO have initiated a support 
programme which increases access of information pertinent to the development of SMEs. This is 
recommendable job for SME development

Technology advancement and transfer are important aspects for SMEs development. SMEs have 
limited access to technology development partly because they lack the relevant information. 
The problem is further compounded by the existence of industrial support institutions which are 
weak and do operate in isolation without focusing on the actual requirements of the SME sector. 
Furthermore, technologies available are not disseminated to the potential clients. In addition, 
SMEs cannot afford the services provided by the relevant institutions. As a result of the above, 
SMEs continue to hold on poor and obsolete technologies. 
The Government should facilitate acquisition and adaptation of technologies as well as enhance 
networking between R&D Institutions and SMEs in a bid to upgrade technologies so as to raise the 
productivity and competitiveness of the sector Facilitate capacity building of Industrial Support 
Organisations (ISOs) and other service providers including establishment of incubators. 
Finally the implementation of the SME Development policy in Tanzania should be based on the 
consensus-building through dialogue; active participation of all key stakeholders, capacity 
building to ensure effective utilisation of all factors of production and periodic review to identify 
bottlenecks in the implementation process with a view to finding their solutions and best practices 
of implementation
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8. References Appendices

Abbreviations
SME  Small and Medium Enterprises
R&D   Research and Development
ISO  Industrial Support Organization
LGAs  Local Government Authorities
BRELA  Business Registration and Licensing Agency
NEMC  National Environment Management Council
NGO  Non Governmental Organization
NIGP  National Income Generating Programme
SELF  Small Entrepreneurs Loan Facility
NMB  National Microfinance Bank
TIB  Tanzania Investment Bank
TAB  Tanzania Agricultural Bank
TWB  Tanzania Women Bank
NEDF  National Enterprises Development Fund
YDF  Youth Development Fund
WDF  Women Development Fund
MSME  Micro Small and Medium Enterprises
BET  Board of External Trade
TIRDO  Tanzania Industrial Research Development Organization
CAMARTEC:  Centre for Agriculture Mechanization and Rural Technology
TBS  Tanzania Bureau of Standards
TEMDO Tanzania Engineering and Manufacturing Design Organization
PEDP  Primary Education Development Programme
SEDP  Secondary Education Development Programme
ASDP  Agricultural Sector Development Programme
O&OD  Opportunity and Obstacles for Development
TASAF  Tanzania Social Action Fund
VETA  Vocational Education Training Authority
SIDO  Small Industrial Development Organization
TCCIA  Tanzania Chamber of Industries and Agriculture
CTI  Confederation of Tanzania Industries
TPSF  Tanzania Private Sector Foundation
NBC  Tanzania National Business Council
MoTI  Ministry of Trade and Industries
TANESCO Tanzania Electricity Supplies Company
LGRP  Local Government Reform Programme
RAS  Regional Administrative Secretariat
TIC  Tanzania Investment Centre
NDC  National Development Cooperation
EPZA  Export Processing Zone Authority
BRN  Big Results Now
RBC  Regional Business Council
DBC  District Business Council
PPRA  Public Procurement Regulatory Authority
TPDC  Tanzania Petroleum Development Corporation
CFC  Community Finance Cooperatives
CSAGP  Climate-Smart Agriculture Guidelines Programme
CCAP  Climate Change Agriculture & poverty Alleviation Project
NAIVS  National Agriculture Input Voucher System
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NHC  National Housing Cooperation
TaESA  Tanzania Employment Services Agency
DIFD  British Department of International Development
BEST  Business Environment Strengthening for Tanzania
TFCG  Tanzania Forestry Conservation Group
MCC  Millennium Challenge Account
TIRDO  Tanzania Industrial Research Development Organization
WSP  World Solar Programme
CEFA  European Committee for Education and Agriculture
DTIS  Tanzania Diagnostic Trade Integration
TTIS  Tanzania Trade Integration Strategy
T-LED  Tanzania Local Enterprises & Linkage Development.
EPC-LGAP Enhancement of Procurement Capacity of LGA Projects
CAD-Fund China Africa Development Fund
DITF  Dar es Salaam International Trade Fair
AfDB  African Development Bank
DANIDA Danish International Development Agency
CIDA  Canadian International Development Agency
BTC  Belgian Technical Cooperation
IFAD  International Fund for Agricultural Development
SNV  Netherlands International Development Agency
IRISH Aid Irish International Development Agency
WB  World Bank
IDA  International Development Assistance
NORAD Norwegian International Development Agency
SIDA  Swedish International Development Agency
JICA  Japanese International Cooperation Agency
BSF  Belgian Survival Fund
PSCP  Private Sector Competitiveness Project
NSGPR  National Strategy for Growth and Poverty Reduction
PSSN  Productive and Social Safety Net Programme
BRT  Bus Rapid Transport
EPC-LGAP Enhancement of Procurement Capacity in LGAs Project
LGA  Local Government Authorities
POP  Developing Policy Project
CAS  Country Assistance Project
FYDP  Five Year Development Plan
RMSMESP Rural Micro, Small and Medium Enterprise Support Program
TzSoCR Tanzania State of Cities Report
TIRDP  Tanzania Intermodal Rail Development Project
MIVARFSP Marketing Infrastructure Value Addition &Rural Finance Support Program
AMSDP  Agricultural Marketing System Development Programme
RFSP  Rural Financial Services Programme
BASIC  Bagamoyo Sugar Infrastructure &Sustainable Community Development Program
THFP  Tanzania Housing Finance Project
ASM   Artisanal and Small Scale Miners
GiZ/BMZ German Tanzania Bilateral Cooperation
PO-RALG Presidents Office-Regional Administration and Local Government
SSA  Sub-Saharan Africa
RE  Renewable Energy
GDP  Gross Domestic Product
SDL  Skills Development Levy
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