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 Key messages  

Importance  The development of produc ve capaci es is important in sustaining economic growth and 
enhancing expansive and e ec ve integra on into the global economy. 

 

 

Challenges 

 Tanzania is confronted with the daun ng task of developing produc ve capaci es and 
transforming the structure of its economy in the face of its rapid popula on growth and a rapidly 
evolving global economic and geopoli cal environment. 

 It also encounters various constraints on the use of trade and economic policy instruments to 
foster industrializa on and trade expansion. 

Compara ve 

Advantages 

 Blessed with human resource growth poten al and abundant natural resources, the la er 
including sizable arable land, forests, sheries, minerals, rich biodiversity, and wildlife resources. 

 Occupies a strategic geographical loca on as a major seaport hub in East Africa and has borders 
with three non-EAC States—Malawi, Mozambique and Zambia—in addi on to the 5 EAC States. 

 

Objec ves  

 To explore and understand the best prac ce cases and the underlying opportuni es and 
constraints for enhancing the expansion of produc ve. 

 To explore the signi cance of developing produc ve capaci es for economic growth and poverty 
reduc on, and the underlying internal and external drivers. 

 To explore and understand the value added for policymakers of a focus on enhancing produc ve 
capaci es. 

 

 

Coverage 

The analy cal framework of produc ve capacity for industrial and trade expansion involves: 

 Sources and trends of produc vity growth, 
 Short-to medium term internal drivers of produc vity growth, 
 Long term internal drivers of produc vity growth, 
 External drivers of produc vity growth. 

 

Baseline De ni ons – Produc ve Capaci es and Produc vity Growth 

UNCTAD De nes produc ve capaci es as the produc ve resources, entrepreneurial capabili es and produc on 
linkages which together determine the capacity of a country to produce goods and services and enable it 
to grow and develop

NEPAD markets and to upgrade in order to tap future markets—to ensure a sustainable par cipa on in the new 
global produc on system based on produc on networks. 

World Bank

 

De nes produc vity growth as the key driver of sustainable income growth and poverty reduc on—the 
e ciency with which socie es combine their people, resources, and tools —and is the central driver of the
development process  

. 
UNIDO De nes produc vity as the ability to transform inputs into outputs—a key to poverty reduc on as it 

generates skilled jobs which are sources of income and social par cipa on. 

OECD Produc vity is considered a key source of economic growth and compe veness. 

 
Since the turn of the millennium the Tanzanian economy has grown at more than 6 percent and in per capita terms by more than 3.5 

-
tently above the average for Africa. When assessed at the global level, its economic growth performance has also been impressive.

the ability to produce goods that meet the quality requirements of present De nes produc ve capacity as 



A per Figure 1.A below, in the period 2014-19, the annual average real output growth rate for Tanzania was about 6.8 percent 
compared to 5.2 percent for middle-income developing countries, 4.4 percent for LDCs, 4.3 percent for developing countries, 3 
percent for the world, and 2.8 percent for Africa.

Challenging prospects with the impact of COVID-19 on drivers. As per Figure 1.B, the COVID-19 pandemic has made the near-term 

momentum. Sharp declines in global trade and investment, amid the pandemic, could further accelerate these trends. For many 

norms.

The growth of 

Long-term incremental improvements in earnings in industry and/or agriculture—the source of employment and livelihoods for 



  

 

1. A TFP hinges on its ability to create, acquire, and use advanced technology;
2. Technological innova n, driven partly by &D and complemented by physical capital
and workers skills, will boost labour produ vity and output;
3. New produ on techniques allow rms to improve product quality and expand the
range of marketed products;
4. An increase in paten ng and the variety of products can also strengthen
produ vity

.

Technological progress

....1. igher-quality labour and capital can raise a rm s labour produ vity measured as
output per worker or per worker hour;
2. Be er-educated, well-trained, and experienced workers tend to be more produ ve;
3. New capital goods enable faster produ vity growth, through embodied technical
progress.

Input quality

pppp gggg
1. Good management can improve the e iency of produ on;
2. The best managerial pra es include se ng clear targets, monitoring progress, and 
rewarding performance;
2. Incen ves for team produ on, cross-training, work experience, and frequent 
employee-manager commun on can also raise m produ vity.

Management

demographic factors.



trade expansion possible and sustainable. 
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External drivers.

These include the following:
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