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Budget Highlights

The Minister for Finance and Planning, Hon. Dr. Mwigulu Nchemba 
unveiled the 2021/2022 estimates of government revenue and 
expenditure and the first budget proposal for the Sixth Phase 
government, led by Her Excellency, Samia Suluhu Hassan, on the 
10th June, 2021 at the National Assembly in Dodoma Tanzania. This 
year’s budget is the first in implementation of the Third five-year 
development plan with the theme of “Realising Competitiveness and 
Industrialisation for Human Development”. 

This budget comes only a few months after the passing of the former President of the United 
Republic of Tanzania, the Late Dr. John Pombe Joseph Magufuli. Since then, there has been 
great optimism around the business community who are encouraged by the positive signals 
coming from the Her Excellency from her active work since her sworn in. 

Being the first female president for the Country and East Africa as a whole, there is a keen 
interest worldwide with ears wide open to gauge the direction in which the new Government 
that she leads will take.

The tabled budget proposals will go a long way in rebuilding investor confidence as it 
proposes several measures aimed at improving business environment, reducing bureaucracy 
in granting of the exemptions as well as maintaining stability in the tax system, a key 
ingredient in attracting FDIs.

The budget proposals address the need to find other sources of government revenue with a 
view of reducing the burden on businesses. This is a welcome news to some of the sectors 
whereby taxes have been increasing year on year. There is also an added emphasis on 
accelerating PPP, whereby the government invites investors to identify projects of their 
interest to be implemented under the PPP arrangement. 

The TZS 36.4trillion proposed budget has introduced fiscal and non-fiscal amendments that 
aim to promote an inclusive and competitive economy that attract private sector investment 
and increase employment opportunities by improving tax collection and administration as 
well as an overall business environment. 

On the tax measures, there are important developments on both direct and indirect taxes, 
which commensurate the registered priority areas of improving the tax administration 
systems, attracting FDIs as well as preparing for the crude oil pipeline with Uganda.

We hereby provide below our budget highlights incorporating changes proposed by the 
Minister in his budget speech. Additonal changes may be introduced through the Finance 
Act 2021.

A New Dawn
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Despite the negative economic effect of the pandemic, 
Tanzania’s economy and GDP grew by 4.8% in 2020, in 
comparison to 7% the year before. The positive growth can 
be attributed to the Government’s decision in allowing its 
people to continue performing their economic activities 
while adhering to health guidelines and precautions.

For the past several years inflation has been relatively low 
and 2020 was no different. In 2020 inflation was at 3.3%. 
Foreign currency reserves were equivalent to six (6) 
months, above the country’s target of four (4) months. 
This low inflation rate can be attributed to stable supply 
of food in the country as well as low oil prices in the world 
market.

Others:
•	 Shilling - Relatively stable. Between April 2020 and 

April 2021, one US Dollar traded between TZS 2,291 
and TZS 2,299

•	 Credit to private sector - grew by an average of 4.8 
percent as at April 2021

•	 Money supply (M3) increased by 7.8% in April 2021 

Source: Minister for Finance and Planning speech, and IMF website

Regional Update - GDP and Inflation

Economic Overview

National Update

The East African region economies registered little to no 
growth rates for 2020, with Tanzania leading the pack 
at 1%, whereas the other countries from the East African 
Community had zero during the year. This Is as a result 
of the Imposed restrictions to the countries that took 
measures against the outbreak of COVID-19 that led to a 
decline in economic activities. 

Tanzania’s inflation remained the lowest at 3%, with 
Rwanda recording the highest at 8%, followed by Kenya 
at 5.3% and Uganda 3.8%.

“Tanzania’s economy 
and GDP grew by 
4.8% in 2020, in 
comparison to 7% 
the year before”

Our current position
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Income Tax

Proposed measures include:
•	 To reduce the minimum PAYE rate from 9% to 8% and 

adjust subsequent income tax bands as illustrated 
below: 

•	 Grant exemption of income tax on interest income 
derived from Government bonds   

•	 Reinstate powers of the Minister for Finance to grant 
income tax exemption without Cabinet approval   

•	 Introduce non-final withholding tax of 2% on payments 
to suppliers of agro-products, livestock and fisheries   

•	 Inclusion of a 5% tax depreciation on cost of assets 
under the East African Crude Oil Pipeline (EACOP)   

Propose following changes to individuals engaged in 
small mining operations:  

•	 Introduce 3% withholding tax on the sale value of 
minerals. 

•	 Tax point to be the time when selling minerals (instead 
of provisional instalments).  

•	 Individual employers in small scale mining to withhold 
PAYE at 0.6% of the sale value on minerals.

Introduction of 
3% withholding 
tax on the sale 
value of minerals

Tax Measures
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Income Tax (cont’d)

Value Added Tax (VAT)

Vocational Education Training Act (VETA)

•	 Minimum threshold for number of employees for paying SDL increased from 4 to 10 
employees  

•	 Religious health institutions now exempted from SDL and 

•	 Individual employers in small scale mining to pay SDL at 0.4% on sale value of the minerals

The proposed amendments to the VAT Act 2015 intend to introduce VAT exemption on: 

•	 Cold rooms to reduce production 
costs with HS Code 9406.10.10 and 
9406.90.10  

•	 Insurance of livestock farming  

•	 Imported and local purchases of 
goods and services for East African 
Crude Oil Pipeline (EACOP) 

•	 Crude oil 

•	 Imported precious metal and raw 
materials 

Abolish VAT exemption on: 

•	 Milk preserving cans  

•	 Solar lights 

Zero rate VAT on:

•	 transport and other transport related 
services  of crude oil through the 
pipeline (EACOP)  

•	 Remove zero rating of supply of 
manufactured goods to Mainland - 
Zanzibar 

•	 Commissioner’s powers to grant 
exemptions on government projects 
and DFPs reinstated  

•	 Introduce additional limitation on 
granting VAT deferment on capital 
goods

•	 Artificial grass for football pitches in City 
Councils 

•	 Contactless smart  cards and card 
consumables for NIDA  

•	 imports and local supply of goods and 
services by NGOs in implementing 
projects with the government  

•	 Smartphones, tablets and modems   

•	 Aluminium and stainless-steel milk cans

Tax Measures (cont’d)
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Tax Measures (cont’d)
Excise Duty

Stamp Duty Act

The Budget proposed the following measures:-

•	 Duty rate deduction for beers made from locally grown and malted barley from TZS 765 
per litre to TZS 620 per litre; 

•	 Introduce excise duty of 10 percent on:
•	 Imported and locally produced synthetic (plastic) fibres except fishing twines; and
•	 Imported used Motorcycles aged more than three (3) years 

•	 Increase excise duty by 30 percent on all spirits.

To increase stamp duty rate: 

•	 From TZS 500 to TZS 2,000 

•	 On MEMARTS from TZS 5,000 to TZS 10,000 

•	 On partnership instruments whose capital is greater 
than TZS 100,000 but less than TZS 1 million from 
TZS 2,000 to TZS 5,000 

•	 On partnerships whose capital is greater TZS 1 
million from TZS 5,000 to TZS 10,000; and 

•	 On instruments of dissolution of Partnerships from 
TZS 1,000 to TZS 10,000



Tanzania’s 2021/2022 Budget Highlights 7

Proposed Changes

The Minister proposes the following changes:

To grant one year duty remission at 0% on:

•	 Organic surface-active agents (Anionic) in manufacturing 
detergents and liquid soaps. 

•	 Raw materials in leather processing  

•	 Raw materials in manufacturing different types of fertilizers 

•	 Packaging materials for processed tobacco 

•	 Packaging materials for processed tea for local manufacturers of tea 
(blenders). 

Impose import duty for one year at 10% instead of 25% on:
Aluminium alloy circles to manufacture cooking pots. 

•	 Complete Knock Down (CKD) for Three-Wheel Motorcycle 
(excluding chassis and its components)   
 

To grant stay of application of East Africa Community Common 
External Tariffs (EAC-CET): 

•	 At 25% and apply 10% for buses for transportation of more than 25 
persons imported for rapid transport project for one year.  

•	 At 10% and apply 25% on cotton yarns for one year.  

•	 At 10% and apply 25% on new pneumatic tyres of rubber, of a kind 
used on motorcycles for one year 

•	 At 25% but apply duty of 35% on Peanut Butter for one year 

•	 At 10% and apply a duty rate of 0% on Wires of other alloy steel for 
one year 

•	 At 25% but apply a duty rate of 0% on Milk cans for one year

Customs Duties
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Proposed Changes (continued)

Customs Duties (cont’d)

Measures affected in 2020/2021 and continue to be implemented for another 
one year:

To grant stay application of EAC-CET duty rate for one year:

Continue to grant duty remission at 0% instead of 25%:

•	 on inputs for the manufacture of essential medical products and 
supplies for fighting COVID-19 

•	 on other packing containers including record sleeves as inputs used by 
domestic manufacturers of UHT milk HS Code 4819.50.00 

•	 on packaging materials for processed coffee 

•	 on Sacks and bags of polymers of ethylene as inputs used by domestic 
processors of cashew nuts 

•	 on inputs used by domestic processors of cotton lint 

•	 on raw materials used to manufacture baby diapers Super Absorbent 
Polymer/Powder 

•	 on raw materials used to manufacture Polyethylene Laminated 
Nonwovens 

•	 On raw materials used to manufacture PE Film/Packing Film, Hot Melt 
Adhesive etc. 

•	 Inputs by domestic mineral processors 

•	 on packaging materials for seeds used by local producers of 
agricultural seeds 

•	 on Printed Aluminum Barrier Laminates (ABL) 
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Proposed Changes (continued)

Customs Duties (cont’d)

Continue to grant stay of application of EAC-CET rates of 10% and apply 
duty rate of:  

•	 0% on Cash registers and Other Electronic Fiscal Device (EFD) 
Machines and Point of sale (POS) 

•	 10% or USD 250/MT whichever is higher on Flat-rolled products of 
iron or non-alloy steel, of a width of less than 600 mm, clad 

•	 10% or USD 125/MT whichever is higher on iron and steel products 

•	 10% on monofilament of which any cross-sectional dimension 
exceeds 1mm, rods, sticks and profile shapes whether or not surface 
worked but not otherwise worked of plastics 

•	 25% on the specified paper and paper products 

Continue to grant duty remission at a duty rate of 0%:  

•	 Instead of 10% on Corks and stoppers used as inputs by domestic 
manufacturers of local wines. 

•	 Instead of 10% on Refined Bleached Deodorized (RBD) Palm Stearin 
 

•	 on raw materials and industrial inputs used to manufacture textiles 
and footwear 

•	 on inputs used to manufacture leaf springs 

•	 on Cocoa powder, not containing added sugar or other sweetening 
matter
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Continue to grant stay of application of the EAC-CET rate of 25% and apply duty 
rate of 35% for one year on: 

•	 Ceramic tiles 

•	 Tea whether or not flavored 

•	 Sacks and bags, of Jute or other textile bast fibres 
 

•	 Coffee whether or roasted or decaffeinated, coffee husks and skins coffee 
substitutes containing coffee in any proportion 

•	 Horticultural products 

•	 Sausages and similar products 

•	 Chewing gums; Biscuits; and other sugar confectionery (sweets) 

•	 Chocolate and other food preparations containing cocoa 
 

•	 Tomato sauce 

•	 Meat and edible meat offal

Continue to grant duty remission at 10% instead of: 

•	 25% on paper products used as raw materials used for manufacturing of 
packaging materials (corrugated boxes) 

•	 35% on imported wheat grain

Continue to grant a stay of application of EAC-CET rate of 25% or USD 200/MT 
whichever is higher and apply a duty rate of 25% or USD 250/MT whichever is 
higher on: 

•	 Flat-rolled products of iron or non-alloy steel, of a width of 600 mm or more 
plated or coated with zinc.  

•	 Flat-rolled products of iron or nonalloy steel, of a width of less than 600 mm, 
clad, plated or coated.  

•	 Iron and steel reinforcement bars and hollow profiles

Proposed Changes (continued)

Customs Duties (cont’d)
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Continue to grant stay of application of the EAC-CET rate of 25% and apply a 
duty rate of: 

•	 25% or USD 1.35/kg whichever is higher for one year on safety matches 

•	 25% or USD 350 per metric ton whichever is higher on:   

•	 nails, tacks, drawing pins, corrugated nails staples HS Code 
7317.00.00, other than those of heading 83.05 and similar articles of 
iron or steel, whether or not with heads of other materials. 

Continue to grant stay of application of the EAC-CET rate of: 

•	 25% and apply a duty rate of 60% for on Mineral water for one year 

•	 10% and apply a duty rate of 25% for one year on Crude vegetable oils 

•	 10% or 25% and apply 35% on semi-refined and refined vegetable oils 

•	 0% and apply 10% on Gypsum Powder of HS Code 2520.20.00 

•	 on Cane Sugar (Gap Sugar) imported under a permit issued by the 
Tanzania Sugar Board and apply import duty rate of 35% instead of 
100% or 460 USD/MT whichever is higher 

•	 35% or USD 0.40/Kg whichever is higher and apply a duty rate of 35% 
on Worn items of clothing, footwear and articles 

Proposed Changes (continued)

Customs Duties (cont’d)
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Miscellaneous Acts

Petroleum Act, CAP 392 

•	 Increase the Fuel Levy from TZS 150 to TZS 250.

The Electronic and Postal Communication Act, CAP 306 

•	 Introduce a new Levy of between TZS 10  to TZS 
10,000 in mobile money transactions.

•	 Introduce a SIM card levy of between TZS 10 to 
TZS 200 based on the rechargeability 

The Roads and Fuel Tolls Act, CAP 220

•	 Increase Road and Fuel Tolls by TZS 100 per 
each litre of Petrol and Diesel for rural roads 
maintenance

The Local Government Finance Act, CAP 290

•	 To provide clarity on circumstances, which a 
corporate entity liable for service levy, may not 
be liable to pay produce cess along the value 
chain of a product.

•	 Reduction in Outdoor Advertising fees per 
square foot 

The Property Tax Act, Cap 289

•	 Property tax rate to be embedded in the 
electricity bill or prepaid meter.

The Gaming Act, CAP 41

•	 Winning tax to be reduced on all sports betting 
from 20% to 15%

•	 Gross Gaming Revenue on all Sports Betting 
increased from 25% to 30%

•	 Introduction of 10% Gaming tax on virtual games 
of Gross Gaming Revenue

•	 Introduction of 10% Gaming Tax on Gaming 
products licensed under pilot study

Miscellaneous 
Amendments

Introduction of a new Levy of 

between TZS 10  to TZS 10,000 

in mobile money transactions
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Miscellaneous Acts (continued)

“Minister of Finance granted powers to respond 

to the CAG report in Parliamentary Sessions”

The Road Traffic Act. CAP 168

•	 To reduce the road fines for offenses to motor cycles and three-
wheelers motor cycles from TZS 30,000 to TZS 10,000 for each 
offense committed;

The Motor Vehicle (Tax Registration and Transfer) Act, CAP 124

•	 Personalized plate number registration fee reduced to TZS 5 million 
from TZS 10 million for every three years

The Public Audit Act, CAP 148

•	 Legal power given to CAG to audit all government owned 
Parastatals 

•	 Minister of Finance granted powers to respond to the CAG report in 
Parliamentary Sessions 

Amendments of Various Fees and Levies imposed by Ministries, 
Agencies, Regulatory Authorities, Regions and Independent 
Departments. 

•	 The Standard (Fees and Charges) Regulation, 2021 

•	 To introduce new fees on standards and review old fees 
that were charged by TFDA before the role to regulate 
foods being transformed to TBS as shown in Annex 5 

The Non-Citizens (Employment Regulation) Act, No.1 Of 2015

•	 Employers who fail to submit to the Labour Commissioner a 
prescribed return of non-citizens to pay 

•	 a monthly penalty of TZS 500,000 
•	 12 month imprisonment or
•	 a fine of TZS 10 million  

Other Regulatory Reforms to Improve Business Environment

•	 Investors to be granted access to process business permits and 
licenses electronically 

•	 Compliant insurance companies excluded from requirement to apply 
for annual licenses  
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•	 Reduction of TALA License for Travel Agents from USD 2,000 to USD 500 

•	 Reduction of WCF contribution for Private Sector Institutions from 1 % to 0.6 % 

•	 Abolishment of radioactivity Analysis fee charged at the rate of 0.2 percent of FoB 
for food crops exported to countries with no requirement for Radioactivity Analysis 
Certificate 

•	 A streamlined VISA payment for Tanzania and Zanzibar  

•	 Horticultural farms exempted from paying fire levy 

•	 Urban and rural petrol stations exempted from paying fire compliance certificate 
fee 

•	 Reduction of OSHA’s electrical inspection fee from TZS 590,000 to TZS 150,000

Tax Administration Act

The following measures are proposed:

•	 To allow the courts of law to collect and account for revenue emanating from 
fines and penalties due to ruling of tax offences by the Courts instead of TRA 

•	 To reinstate Commissioner’s powers to implement provision of the Law relating to 
remission of interest and penalties 

•	 To remove the 100% penalty on transfer pricing adjustments.

Miscellaneous Acts (continued)
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DISCLAIMER
This publication contains general information only and does not constitute professional advice. This 

publication is not a substitute for professional advice or services nor should it be used as a basis for 

decision or action that may affect your finances or your business.

No representation or warranty (expressed or implied) is given as to the accuracy or completeness 

of the information contained in this publication. Basil & Alred shall not be responsible for any loss 

whatsoever caused by reliance on the information in this publication or for any decision based on it.
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