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Abstract

7KLV�VWXG\�H[DPLQHV�7DQ]DQLD¶V�VWUXFWXUDO�WUDQVIRUPDWLRQ�E\�XVLQJ�WKH�UHYHDOHG�FRPSDUDWLYH�
DSSURDFK�XVLQJ�H[SRUW�GDWD�IRU������������DQG�������DW�WKH�VHFRQG�OHYHO�RI�WKH�+DUPRQLVHG�
6\VWHP��+6���8VLQJ�JOREDO�GDWD��WKH�VWXG\�¿QGV�WKDW�IRU������DQG�������DJULFXOWXUDO�SURGXFWV��
¿VK�DQG�PLQHUDOV�KDYH�FRPSDUDWLYH�DGYDQWDJH�RYHU�RWKHU�SURGXFW�JURXSV��)RU�WKH�SHULRGV������
DQG������IRU�ZKLFK�7DQ]DQLDQ�GDWD�LV�XVHG��WKHVH�UHVXOWV�DUH�IXUWKHU�FRUURERUDWHG��DJULFXOWXUDO�
products dominate Tanzania’s comparative advantage for both years, although minerals 
DVVXPH�WKH�¿UVW�UDQN�LQ�������6SHFL¿FDOO\������RI�WKH�SURGXFW�JURXSV�DUH�DJULFXOWXUDO��ZLWK�
WKH� UHVW� EHLQJ� PLQHUDO� SURGXFWV�� 7KHVH� ¿QGLQJV� VXJJHVW� WKDW� QR� VWUXFWXUDO� WUDQVIRUPDWLRQ�
has occurred in the Tanzanian economy over the last decade, and this is supported by the 
6SHDUPDQ¶V� 5DQN� &RUUHODWLRQ� FRHI¿FLHQW� FDOFXODWHG� XVLQJ� WKH� FRXQWU\� GDWD�� 7KH� SROLF\�
implication is that since Tanzania reveals strong comparative advantage in agriculture and 
PLQHUDO�SURGXFWV�� LW� LV� LPSRUWDQW� WR�DGG�YDOXH� WR� WKHVH�SURGXFWV�IRU�KLJKHU�H[SRUW�HDUQLQJV��
7KLV�PHDQV�HQVXULQJ� WKDW�SURGXFWV� IURP�DJULFXOWXUH��PLQLQJ�DQG�¿VKHU\�VHFWRUV�DUH� ORFDOO\�
SURFHVVHG� WR�PHHW� LQWHUQDWLRQDO�VWDQGDUGV��/RFDO�SURFHVVLQJ�ZLOO�DOVR�HQVXUH� WKDW� WKH�PXFK�
QHHGHG�MREV�DUH�FUHDWHG�LQ�WKH�FRXQWU\�

Key words:�&RPSDUDWLYH�DGYDQWDJH�� UHYHDOHG�FRPSDUDWLYH�DGYDQWDJH��7DQ]DQLD�� VWUXFWXUDO�
transformation
-(/�&ODVVL¿FDWLRQ��)���)����1��

� 8QLYHUVLW\�RI�'DU�HV�6DODDP��7KH�DXWKRU�LV�LQGHEWHG�WR�$GROI�)��0NHQGD�IRU�UHDGLQJ�WKH�SUHOLPLQDU\�YHUVLRQ�RI�WKLV�SDSHU��+LV�VKDUS�
REVHUYDWLRQV�DQG�FULWLFDO�FRPPHQWV�KHOSHG�WR�LPSURYH�DQG�VKDSH�WKLV�ZRUN��6KH�LV�DOVR�JUDWHIXO�WR�IRXU�DQRQ\PRXV�UHYLHZHUV�IRU�
WKHLU�H[FHOOHQW�DQG�KHOSIXO�FRPPHQWV�DQG�VXJJHVWLRQV��(PDLO�RI�DXWKRU��ENPNHQGD#XGVP�DF�W]�ENPNHQGD#JPDLO�FRP
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1. Introduction
7KLV�SDSHU�H[DPLQHV�ZKHWKHU�WKHUH�KDV�EHHQ�DQ\�LQWHU�WHPSRUDO�VKLIW�LQ�7DQ]DQLD¶V�FRPSDUDWLYH�
DGYDQWDJH�� DQG� ZKDW� WKDW� VD\V� DERXW� WKH� VWUXFWXUDO� WUDQVIRUPDWLRQ� RI� WKH� HFRQRP\�� 7KLV�
DVVHVVPHQW�LV�GRQH�EDVHG�RQ�7DQ]DQLD¶V�UHYHDOHG�FRPSDUDWLYH�DGYDQWDJH�EHWZHHQ�����������
DQG�������7KH�SDSHU�¿QGV� WKDW�7DQ]DQLD¶V� UHYHDOHG� FRPSDUDWLYH� DGYDQWDJH�KDV�PDUJLQDOO\�
FKDQJHG� RYHU� WKH� \HDUV�� LPSO\LQJ� RQO\� D� PDUJLQDO� EXW� VWDWLVWLFDOO\� LQVLJQL¿FDQW� VWUXFWXUDO�
transformation has taken place.

Structural transformation refers to “the reallocation of economic activity across three broad 
VHFWRUV� �DJULFXOWXUH��PDQXIDFWXULQJ�� DQG� VHUYLFHV�� WKDW� DFFRPSDQLHV� WKH�SURFHVV�RI�PRGHUQ�
HFRQRPLF�JURZWK´� �+HUUHQGRUI�et al.�� ������S����0F0LOODQ���������7KH� WHUP� LV�RIWHQ�XVHG�
LQWHUFKDQJHDEO\�ZLWK�VWUXFWXUDO�FKDQJH��$Q�HFRQRP\¶V�VWUXFWXUDO�WUDQVIRUPDWLRQ�LV�LPSRUWDQW�
EHFDXVH�LW�UHYHDOV�WKH�H[WHQW�RI�LWV�HFRQRPLF�GHYHORSPHQW��DQG�WKH�GHJUHH�WR�ZKLFK�SROLFLHV�SXW�
in place to steer the economy are effective. Structural change is also a key driver of economic 
GHYHORSPHQW��0F0LOODQ���������7LPPHU�et al���������JLYH�D�OLVW�RI�IRXU�SURFHVVHV�WKDW�GH¿QH�
VWUXFWXUDO�WUDQVIRUPDWLRQ��ZKLFK�DUH��D�GHFOLQH�LQ�WKH�VKDUH�RI�DJULFXOWXUH�LQ�JURVV�GRPHVWLF�
SURGXFW��*'3��DQG�HPSOR\PHQW��D�UDSLG�XUEDQL]DWLRQ�SURFHVV��D�ULVH�LQ�D�PRGHUQ�LQGXVWULDO�
DQG�VHUYLFH�VHFWRU��DQG�D�GHPRJUDSKLF�WUDQVLWLRQ�IURP�KLJK�ELUWKV�DQG�GHDWKV�WR�ORZ�RQHV��S�����
Structural transformation involves both changing the quantity of output produced in different 
VHFWRUV��DQG�TXDOLWDWLYH�FKDQJHV��7KH�LQFUHDVH�LQ�TXDQWLW\�SURGXFHG�LV�ZKDW�FRQVWLWXWHV�JURZWK��
and qualitative changes involve improvements in the quality of products and composition 
RI�JRRGV�SURGXFHG�� ODERXU�SURGXFWLYLW\��DQG�DOORFDWLRQ�RI� ODERXU�DFURVV�VHFWRUV��7LPPHU�et 
al����������)RU�H[DPSOH��VXSSRVH�WKDW�SURGXFWLYLW\�LQ�DJULFXOWXUH�LQFUHDVHV�RYHU�WLPH��ZKLFK�
fuels setting up of factories to process agricultural products. This can lead to a movement of 
SHDVDQW� IDUPHUV� WR� VHHN� HPSOR\PHQW� LQ� WKHVH� IDFWRULHV��$� VWUXFWXUDO� WUDQVIRUPDWLRQ�ZRXOG�
KDYH�RFFXUUHG�LQ�WKDW�WKH�ZRUNHUV�LQ�IDFWRULHV�DUH�QRZ�ZDJH�HPSOR\HHV�DV�RSSRVHG�WR�SHDVDQW�
IDUPHUV�UHO\LQJ�RQ�VXEVLVWHQFH�DJULFXOWXUH��7KHLU�ZDJHV�ZRXOG�EH�XVHG�LQ�GHPDQGLQJ�PRUH�
LQGXVWULDO�SURGXFWV��ZKLFK�LQ�WXUQ�SURSHOV�JURZWK�LQ�WKH�LQGXVWULDO�VHFWRU��7KLV�LV�WKH�VHQVH�LQ�
ZKLFK�VWUXFWXUDO�FKDQJH�GULYHV�SRYHUW\�UHGXFWLRQ�1

$�FRXQWU\¶V�H[SRUW�FRQWHQW�FDQ�DOVR� UHÀHFW� LWV� VWUXFWXUDO� WUDQVIRUPDWLRQ��'DV� �������VKRZV�
WKDW�IRU�WKH�QHZO\�LQGXVWULDOLVLQJ�HFRQRPLHV�RI�+RQJ�.RQJ��.RUHD��6LQJDSRUH�DQG�7DLZDQ��
DJULFXOWXUH¶V�FRQWULEXWLRQ�WR�*'3�GHFOLQHG�IURP�����WR����EHWZHHQ������DQG�������2YHU�WKH�
VDPH�SHULRG��WKH�FRQWULEXWLRQ�RI�LQGXVWU\�DQG�VHUYLFHV�LQFUHDVHG�IURP�����WR�����DQG�IURP�
����WR������UHVSHFWLYHO\��7KLV�VWUXFWXUDO� WUDQVIRUPDWLRQ�ZDV�UHÀHFWHG�LQ�D�FKDQJH�LQ� WKHLU�
H[SRUW�VWUXFWXUH��2YHU�URXJKO\�WKH�VDPH�SHULRG��IURP������WR�������H[SRUWV�RI�PDQXIDFWXUHG�
SURGXFWV� DV� D�SHUFHQWDJH�RI� WRWDO� H[SRUWV� LQFUHDVHG� IURP�DSSUR[LPDWHO\����� WR������ ,W� LV�
LPSRUWDQW�WR�UHPHPEHU�WKDW�GHOLEHUDWH�SROLFLHV�ZHUH�SXW�LQ�SODFH�E\�WKH�JRYHUQPHQWV�RI�WKHVH�
FRXQWULHV�WR�HQFRXUDJH�H[SRUWV��VXFK�DV�H[SRUW�WDUJHWV�DQG�WD[�FRQFHVVLRQV��ZLWKRXW�IRUJHWWLQJ�
LQYHVWLQJ� LQ�KXPDQ�FDSLWDO� �)RUEHV�DQG�:LHOG��������&KHQJ���������*LYHQ� WKLV�FRQQHFWLRQ�
EHWZHHQ�WKH�VWUXFWXUH�RI�WKH�HFRQRP\�DQG�H[SRUW�FRQWHQW��ZKDW�FDQ�7DQ]DQLD¶V�FRPSDUDWLYH�
DGYDQWDJH� WHOO�XV�DERXW� WKH�H[WHQW� WR�ZKLFK� WKH�VWUXFWXUH�RI� WKH�HFRQRP\�KDV�FKDQJHG�DQG�
WUDQVIRUPHG�RYHU�WKH�\HDUV"�

1� 0F0LOODQ��������KRZHYHU�QRWHV�WKDW�QRW�DOO�FRXQWULHV�WKDW�XQGHUJR�VWUXFWXUDO�FKDQJH�DOVR�UHGXFH�SRYHUW\��7KLV�FDQ�EH�WKH�FDVH�
LI�VWUXFWXUDO�FKDQJH�RFFXUV�LQWR�SURWHFWHG�RU�VXEVLGL]HG�VHFWRU�DW�WKH�H[SHQVH�RI�RWKHU�DFWLYLWLHV��UHVXOWLQJ�LQ�JURZWK�WKDW�LV�QRW�
VXVWDLQHG�WR�UHPRYH�SHRSOH�RXW�RI�SRYHUW\��7KXV��WKH�HIIHFWLYHQHVV�RI�VWUXFWXUDO�FKDQJH�DW�UHGXFLQJ�SRYHUW\�GHSHQGV�RQ�WKH�H[WHQW�
WR�ZKLFK�SHRSOH�PRYH�IURP�ORZHU�LQWR�KLJKHU�SURGXFWLYLW\�DFWLYLWLHV��S����
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7KH�SDSHU�LV�VWUXFWXUHG�DV�IROORZV��DIWHU�WKH�LQWURGXFWLRQ�LQ�6HFWLRQ�2QH��6HFWLRQ�7ZR�SURYLGHV�
WKH�EDFNJURXQG�DQG�FRQWH[W�RI�WKH�VWXG\��6HFWLRQ�7KUHH�GLVFXVVHV�WKH�LQGLFDWRUV�DQG�FDXVHV�
RI�VWUXFWXUDO� WUDQVIRUPDWLRQ��6HFWLRQ�)RXU�UHYLHZV�VRPH�WKHRUHWLFDO�PRGHOV� LQ� LQWHUQDWLRQDO�
HFRQRPLFV�WKDW�GHDO�ZLWK�FRPSDUDWLYH�DGYDQWDJH�DQG�GLVFXVVHV�WKH�PHDVXUHV�RI�FRPSDUDWLYH�
advantage used in this study. Section Five presents the results of the indices of revealed 
comparative advantage and discusses the implications on structural transformation of the 
7DQ]DQLDQ� HFRQRP\�� 7KH� 6SHDUPDQ¶V� 5DQN� &RUUHODWLRQ� FRHI¿FLHQWV� DUH� DOVR� FDOFXODWHG� WR�
GHWHUPLQH� WKH� LQWHUGHSHQGHQFH� RI� WKH� UDQNV� IRU� ERWK� JOREDO� DQG� FRXQWU\� GDWD�� 6HFWLRQ� 6L[�
concludes the paper and makes some policy recommendations.

2. The Background and Context
,Q�PRUH�DGYDQFHG�HFRQRPLHV��WKH�DJULFXOWXUH�VHFWRU�GRHV�QRW�FRQVWLWXWH�D�VLJQL¿FDQW�SURSRUWLRQ�
RI�WKHLU�*'3�ZKHQ�FRPSDUHG�WR�OHVV�GHYHORSHG�FRXQWULHV��DQG�ZKHQ�FRPSDUHG�WR�WKH�VDPH�
HFRQRPLHV�VHYHUDO�GHFDGHV�DJR��/LWHUDWXUH�VKRZV�WKDW�WKH�LPSRUWDQFH�RI�WKH�DJULFXOWXUH�VHFWRU�
LQ�WKH�GHYHORSHG�ZRUOG�KDV�GLPLQLVKHG�RYHU�WLPH��+HUUHQGRUI�et al.���������7KLV�LQFUHDVH�LQ�
industrial output as a contribution to GDP compared to agriculture has also involved qualitative 
FKDQJH�LQ�SHRSOHV¶�OLYHV�DV�WKH\�LQFUHDVLQJO\�KDYH�EHHQ�DEVRUEHG�LQ�WKH�LQGXVWULDO�VHFWRU�ZLWK�
KLJKHU�ZDJHV��)LJXUH���VKRZV�WKDW�LQ�7DQ]DQLD��WKHUH�ZDV�D�PDUJLQDO�UHODWLYH�FKDQJH�LQ�WKH�
EURDG�VHFWRUDO�FRQWULEXWLRQV�RI�DJULFXOWXUH��LQGXVWU\�DQG�FRQVWUXFWLRQ��DQG�VHUYLFHV�EHWZHHQ�
�����DQG������DQG�EHWZHHQ������DQG�������2Q�DYHUDJH��DJULFXOWXUH¶V�FRQWULEXWLRQ�WR�*'3�IHOO�
EHWZHHQ�WKH�WZR�SHULRGV��ZKLOH�WKH�FRQWULEXWLRQ�E\�LQGXVWU\�DQG�VHUYLFHV�PDUJLQDOO\�LQFUHDVHG��
2YHU�WKH�HQWLUH�SHULRG��WKH�DJULFXOWXUH�VHFWRU¶V�FRQWULEXWLRQ�*'3�IHOO�E\�DERXW�����ZKLOH�WKH�
FRQWULEXWLRQ�E\�LQGXVWU\�DQG�VHUYLFHV�LQFUHDVHG�E\�DSSUR[LPDWHO\�����$YHUDJH�DQQXDO�VHFWRUDO�
JURZWK� UDWHV� VKRZ� WKDW� DJULFXOWXUH� IHOO� E\�����SHUFHQW�EHWZHHQ� WKH� WZR�SHULRGV�� ,QGXVWU\¶V�
DYHUDJH� DQQXDO� JURZWK� RYHU� WKH� VDPH�SHULRG�PDUJLQDOO\� URVH� E\� ���� SHUFHQW��7KH� DYHUDJH�
DQQXDO� JURZWK� RI� VHUYLFHV� UHJLVWHUHG� D� ���� SHUFHQW� LQFUHDVH� RYHU� WKH� VDPH� SHULRG��2YHUDOO�
HFRQRPLF�JURZWK�UHJLVWHUHG�KHDOWK\�JURZWK�UDWH�UDQJLQJ�IURP���SHUFHQW�LQ�����������WR�DERXW�
��SHUFHQW�LQ�����������2

7KH�PDUJLQDO�FKDQJH�LQ�WKH�VWUXFWXUH�RI�WKH�HFRQRP\�UDLVHV�TXHVWLRQV�UHJDUGLQJ�KRZ�HIIHFWLYH�
policies in place have been to help boost agriculture productivity and raise the contribution 
of the industrial sector to GDP. More importantly, since the agriculture sector still employs 
D�VLJQL¿FDQW�SURSRUWLRQ�RI�WKH�ODERXU�IRUFH�ZKLOH�LWV�DYHUDJH�SHUFHQWDJH�FRQWULEXWLRQ�WR�*'3�
EHWZHHQ������DQG������LV�XQGHU�D�TXDUWHU�� LW� LPSOLHV�WKH�ODERXU�SURGXFWLYLW\�GHFOLQHG�RYHU�
the period.� This is a concern as it translates into inability to reduce poverty in rural areas 
DQG�LQHIIHFWLYH�SROLFLHV�WR�DFKLHYH�D�UHYROXWLRQ�LQ�DJULFXOWXUH��3HUKDSV�WKLV�LV�ZK\�WKH�.LOLPR�
.ZDQ]D4�LQLWLDWLYH�ZDV�ODXQFKHG�E\�WKH�JRYHUQPHQW�WR�ERRVW�DJULFXOWXUDO�SURGXFWLYLW\�

2� �7KH�JURZWK�UDWHV�DUH�FDOFXODWHG�IURP�GDWD�IURP��857��������7KH�(FRQRPLF�6XUYH\�����������	������
�� �$FFRUGLQJ�WR�WKH������/DERXU�)RUFH�6XUYH\��WKH�DJULFXOWXUDO�VHFWRU�DFFRXQWHG�IRU�DSSUR[LPDWHO\����SHUFHQW�RI�WRWDO�HPSOR\PHQW��

ZLWK�WKH�PDMRULW\�EDVHG�LQ�UXUDO�DUHDV��857��������
4� .LOLPR�.ZDQ]D�PHDQV�³$JULFXOWXUH�)LUVW´�LQ�.LVZDKLOL��/DXQFKHG�LQ�������.LOLPR�.ZDQ]D�LV�D�SULYDWH�VHFWRU�GULYHQ�UHVROYH�WR�

accelerate transformation of Tanzania’s agriculture, and it outlines ten pillars that are important for its implementation. Its key 
emphasis is modernization and commercialization of agriculture, meaning improvement of current technology used, and access 
DQG�SDUWLFLSDWLRQ�RI�VPDOOKROGHU�IDUPHUV�LQ�PDUNHWV��0NHQGD�DQG�9DQ�&DPSHQKRXW��������
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Figure 1: Evolution of Contribution of Broad sectors to Tanzania’s GDP – Average 
Percentage Contribution (2002-2011)

Source:�8QLWHG�5HSXEOLF�RI�7DQ]DQLD��857���7KH�(FRQRPLF�6XUYH\������������	��������3UHVLGHQW¶V�2I¿FH��3ODQQLQJ�
&RPPLVVLRQ��'DU�HV�6DODDP� 

7KH�TXHVWLRQ�WKHQ�LV��KDV�WKLV�DIIHFWHG�WKH�FRPSRVLWLRQ�RI�7DQ]DQLD¶V�H[SRUWV"�7DEOH���JLYHV�
WKH� DYHUDJH�SHUFHQWDJH� H[SRUW� VKDUHV� RI�7DQ]DQLD¶V� WUDGLWLRQDO� DQG�QRQ�WUDGLWLRQDO� H[SRUWV��
,W�VKRZV�WKDW�DOWKRXJK�WKH�H[SRUW�VKDUH�RI�DOO�WUDGLWLRQDO�H[SRUWV���H[FHSW�WREDFFR���GHFOLQHG�
RYHU�WLPH��WKDW�RI�QRQ�WUDGLWLRQDO�H[SRUWV�LQFUHDVHG��ZLWK�WKH�H[FHSWLRQ�RI�PLQHUDOV���2YHUDOO��
WKH�DYHUDJH�VKDUH�RI�WUDGLWLRQDO�H[SRUWV�IHOO�EHWZHHQ�WKH�SHULRGV�E\�DERXW�����DQG�WKDW�RI�QRQ�
WUDGLWLRQDO�H[SRUWV�URVH�E\�DSSUR[LPDWHO\�WKH�VDPH�SHUFHQWDJH��VHH�)LJXUH��$�LQ�WKH�DSSHQGL[���
$�IXUWKHU�TXHVWLRQ�DGGUHVVHG�LQ�6HFWLRQ�)LYH� LV� WR�ZKDW�H[WHQW� WKH�PDUJLQDO�FKDQJHV� LQ� WKH�
sectoral contribution to GDP translate into structural transformation as indicated in Tanzania’s 
H[SRUW�EDVNHW�

Table 1: Average Export Share (%)
2001-2006 2007-2011 Change

&RIIHH ��� ��� -1.2
&RWWRQ 4.2 ��� ����
Sisal ��� 0.2 -0.4
Tea ��� 1.2 -1.1
Tobacco 4.4 ��� ���
&DVKHZ�QXWV 4.2 ��� -2.4
&ORYHV ��� ��� -0.4
Minerals ���� ���� -4.2
Manufactured goods ��� ���� ���
Others ���� ���� ���
Total 100 100.0

Source:�8QLWHG�5HSXEOLF�RI�7DQ]DQLD��857�����������7KH�(FRQRPLF�6XUYH\������	�������3UHVLGHQW¶V�2I¿FH��3ODQQLQJ�
&RPPLVVLRQ��'DU�HV�6DODDP� 

Note:�2WKHUV�LQFOXGHV�¿VK�DQG�¿VK�SURGXFWV��KRUWLFXOWXUDO�SURGXFWV��UH�H[SRUWV�	�RWKHU�H[SRUWV�

�� 7UDGLWLRQDO�H[SRUWV�FRQVLVW�RI�FRIIHH��FRWWRQ��VLVDO��WHD��WREDFFR��FDVKHZ�QXWV�DQG�FORYHV��ZKLOH�QRQ�WUDGLWLRQDO�H[SRUWV�DUH�
PLQHUDOV��PDQXIDFWXUHG�JRRGV��DQG�RWKHUV��WKDW�LV��¿VK�DQG�¿VK�SURGXFWV��KRUWLFXOWXUDO�SURGXFWV��DQG�UH�H[SRUWV�.
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between 2005 and 2011 is under a quarter, it implies the labour productivity declined over the 
period.36 This is a concern as it translates into inability to reduce poverty in rural areas and 
ineffective policies to achieve a revolution in agriculture. Perhaps this is why the Kilimo 
Kwanza37 initiative was launched by the government to boost agricultural productivity. 

 

Figure 1: Evolution of Contribution of Broad sectors to Tanzania’s GDP – Average  

Percentage Contribution (2002-2011) 

 

Source: United Republic of Tanzania (URT), The Economic Survey 2011, 2010 & 2007,  

President’s Office, Planning Commission, Dar es Salaam. 

 

The question then is; has this affected the composition of Tanzania’s exports? Table 1 gives the 
average percentage export shares of Tanzania’s traditional and non-traditional exports. It shows 
that although the export share of all traditional exports38 (except tobacco), declined over time, 
that of non-traditional exports increased (with the exception of minerals). Overall, the average 
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3. Indicators of Structural Transformation and its Causes
Whether an economy has undergone structural transformation or not can be assessed by using 
various indictors. Herrendorf et al.��������GLVFXVV�WZR�W\SHV�RI�PHDVXUHV��QDPHO\�SURGXFWLRQ�
EDVHG�PHDVXUHV�DQG�FRQVXPSWLRQ�EDVHG�PHDVXUHV��8VLQJ� WKHVH�PHDVXUHV��+HUUHQGRUI�et al. 
�������¿QG�WKDW�RYHUDOO�WKH�VW\OL]HG�IDFWV�RQ�VWUXFWXUDO�WUDQVIRUPDWLRQ�DUH�ERUQH�RXW��WKDW�DV�
countries increase their level of development, employment share in agriculture, the share 
RI�YDOXH�DGGHG�LQ�DJULFXOWXUH��H[SHQGLWXUH�RQ�IRRG�GHFOLQH��,Q�PDQXIDFWXULQJ��WKHLU�¿QGLQJV�
VKRZ� WKH� FKDUDFWHULVWLF� KXPS� VKDSH� IRU� HPSOR\PHQW�� YDOXH� DGGHG� DQG� FRQVXPSWLRQ� RI�
manufacturing output. For services, an increase in the share of employment, share of value 
DGGHG� DQG� VKDUH� LQ� FRQVXPSWLRQ� H[SHQGLWXUH� RI� VHUYLFHV� LV� HYLGHQW� DV� FRXQWULHV� GHYHORS� 
�%HVLGHV�VXPPDUL]LQJ�WKH�EDVLF�IDFWV�RI�WKH�VWUXFWXUDO�WUDQVIRUPDWLRQ�RI�GHYHORSHG�FRXQWULHV��
Herrendorf et al���������DOVR�FRPSDUH�¿QGLQJV�RI�VWUXFWXUDO�WUDQVIRUPDWLRQ�RI�FXUUHQWO\�ULFK�
FRXQWULHV�ZLWK�WKRVH�RI�FXUUHQWO\�SRRU�FRXQWULHV��,QGHHG��WKH�¿QGLQJV�LQGLFDWH�VRPH�GLIIHUHQFHV�
WKDW� DUH� LQVLJKWIXO�� )RU� H[DPSOH�� IRU� FXUUHQWO\� SRRU� FRXQWULHV�� WKH� HPSOR\PHQW� VKDUH� LQ�
DJULFXOWXUH� LV� ODUJH�� LQ� VSLWH�RI� DJULFXOWXUH�EHLQJ� WKH� OHDVW� GHYHORSHG��7KLV�GLIIHUV�ZLWK� WKH�
FXUUHQWO\�ULFK�FRXQWULHV¶�HPSOR\PHQW�VKDUH�DQG�YDOXH�DGGHG�ZKHQ�WKH\�ZHUH�DW�WKH�VDPH�OHYHO�
RI�GHYHORSPHQW��,Q�WUDGH�OLWHUDWXUH��RQH�¿QGV�\HW�DQRWKHU�PHDVXUH�RI�VWUXFWXUDO�WUDQVIRUPDWLRQ��
WKH�H[SRUW�FRQWHQW�RI�D�FRXQWU\¶V�SURGXFWV�WKURXJK�DVVHVVLQJ�KRZ�LWV�FRPSDUDWLYH�DGYDQWDJH�
KDV�FKDQJHG�RYHU�WLPH��7KLV�LQGLFDWRU�KDV�EHHQ�XVHG�E\�PDQ\�UHVHDUFKHUV��VHH�IRU�H[DPSOH��
6DERQLHQH��������+DXVPDQQ�DQG�.OLQJHU��������+DXVPDQQ�DQG�.OLQJHU��������*HUWOHU��������
%DWUD�DQG�.KDQ��������6KDUPD�DQG�'LHWULFK��������'DV��������DPRQJ�RWKHUV���

Structural transformation of an economy can result from among others, a change in factor 
HQGRZPHQWV� DQG� GHOLEHUDWH� SROLFLHV� WR� GULYH� WKH� HFRQRP\� WRZDUG� D� GHVLUHG� SDWK��$V� DQ�
HFRQRP\�JURZV��LWV�IDFWRU�HQGRZPHQWV�ZLOO�DOVR�FKDQJH��LQFOXGLQJ�WKH�VNLOO�OHYHOV�RI�LWV�SHRSOH��
An improvement in the skill levels of labour can contribute to improving the goods produced 
LQ�DQ�HFRQRP\��DV�WKH�PRUH�VNLOOHG�PDQSRZHU�DUH�DSSOLHG�LQ�SURGXFWLYH�DFWLYLWLHV�DQG�KHQFH�
HQDEOLQJ� WKH�HFRQRP\�WR�PRYH�IURP�ORZ�VNLOOHG�SURGXFWV� WR�KLJK�VNLOOHG�SURGXFWV��7KLV� LQ�
WXUQ�DOORZV�WKH�HFRQRP\�WR�PRYH�IURP�H[SRUWLQJ�UDZ�PDWHULDOV�ZKHQ�WKH�VNLOO�OHYHOV�RI�LWV�
ODERXU�ZHUH�ORZHU��WR�H[SRUWLQJ�SURFHVVHG�SURGXFWV�DV�WKH�VNLOO�OHYHOV�EHFRPH�KLJKHU��$QRWKHU�
H[DPSOH�LV�ZKHQ�WHFKQLFDO�VNLOOV�RI�LWV�KXPDQ�UHVRXUFHV�LPSURYH�DQG�DUH�WKHQ�XVHG�LQ�SURGXFLQJ�
KLJK� WHFKQRORJ\� JRRGV� WKDW� ZHUH� QRW� SURGXFHG� EHIRUH�� RU� ZHUH� SURGXFHG� OHVV� HI¿FLHQWO\��
6XFK�FKDQJHV�PHDQ�WKDW�DQ�HFRQRP\¶V�FRPSDUDWLYH�DGYDQWDJH�ZRXOG�EH�FKDQJLQJ�RYHU�WLPH� 
�&OHDUO\�� LQYHVWPHQW� LV� FUXFLDO� LQ� LPSURYLQJ�ERWK� WKH� VNLOOV� OHYHOV�RI�PDQSRZHU� DV�ZHOO� DV�
physical capital in order to make a difference in a country’s structural transformation and 
comparative advantage.

The comparative advantage of a nation can change if a change in government policies invites 
LQYHVWPHQW�RU�IDYRXUV�VRPH�VHFWRUV�WKDW�ZHUH�QHJOHFWHG�EHIRUH��7KXV��IURP�D�SROLF\�VWDQGSRLQW��
the comparative advantage of a nation can be steered in a direction that policy makers see as 
HQFRXUDJLQJ�DQG�EHQH¿FLDO�WR�WKH�QDWLRQ��)RU�H[DPSOH��WKH�JRYHUQPHQWV�RI�WKH�(DVW�$VLDQ�7LJHUV�
SXW�VSHFL¿F�SROLFLHV�WR�VWHHU�WKHLU�HFRQRPLHV�LQ�D�FHUWDLQ�ZD\��ZKLFK�DFFHOHUDWHG�WKHLU�JURZWK�
WKURXJK�EHFRPLQJ�PRUH�H[SRUW�RULHQWHG��UHVXOWLQJ�LQ�VWUXFWXUDO�FKDQJHV��'DV���������)RUEHV�
DQG�:LHOG� �������DOVR�QRWH� WKDW� LQ�.RUHD�� VXEVLGLHV�DQG� LPSRUW�SURWHFWLRQ�ZHUH�FRPELQHG�
ZLWK�H[SRUW�LQFHQWLYHV�IRU�WKH�ORFDO�LQGXVWU\��ZKLFK�DFFHOHUDWHG�WKH�EXLOGLQJ�RI�DQ�LQGXVWU\�WKDW�
EHDWV�ZRUOG�VWDQGDUGV��,Q�6LQJDSRUH��WKH�JRYHUQPHQW�FRPELQHG�VWURQJ�LQYHVWPHQW�LQ�HGXFDWLRQ�
ZLWK�SXVKLQJ�LQGXVWU\�XS�WKH�YDOXH�FKDLQ�WR�FUHDWH�D�VWURQJ�LQGXVWULDO�VHFWRU��
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7KXV�� EHVLGHV� UHODWLYH� ODERXU� SURGXFWLYLWLHV� DQG� IDFWRU� HQGRZPHQWV�� QHZ� VRXUFHV� RI�
FRPSDUDWLYH� DGYDQWDJH� LQFOXGH� KRZ� SROLFLHV� LQWHUDFW� ZLWK� WKH� UHJXODWRU\� HQYLURQPHQW�
LQ� VSHFL¿F� VHFWRUV�� )RU� H[DPSOH�� EHWWHU� ¿QDQFLDO� GHYHORSPHQW�� EHWWHU� UXOH� RI� ODZ��
DQG� ÀH[LEOH� ODERXU� PDUNHW� SROLFLHV� DUH� DOVR� VRXUFHV� RI� FRPSDUDWLYH� DGYDQWDJH� 
�7KH�LPSOLFDWLRQ�LV�WKDW�WKH�FRPSDUDWLYH�DGYDQWDJH�RI�D�QDWLRQ�LV�G\QDPLF��'DV��������)RUEHV�
DQG�:LHOG�� ������� DQG� LWV� HYROXWLRQ� LV� GULYHQ� E\� NH\� IDFWRUV�� 7KHVH� IDFWRUV� DUH� KRZ� WKH�
QDWLRQ�VWUXFWXUDOO\�WUDQVIRUPV�LWV�SURGXFWLRQ��KRZ�WKH�IDFWRU�HQGRZPHQWV�FKDQJH�RYHU�WLPH�
and application of deliberate government policies to steer the economy in a certain direction 
�%DWUD�DQG�.KDQ��������'DV���������7KHUH�DUH�GLVDJUHHPHQWV�LQ�WKH�OLWHUDWXUH�UHJDUGLQJ�WKH�
SROLF\� LPSOLFDWLRQ� RI� WKH� WKHRU\� FRQFHUQLQJ� WKH� H[WHQW� WR� ZKLFK� JRYHUQPHQW� SROLFLHV� FDQ�
LQÀXHQFH� FRPSDUDWLYH� DGYDQWDJH�� 2Q� RQH� KDQG�� 'HDUGRUI� ������� DVVHUWV� WKDW� LQWHUIHUHQFH�
ZLWK� FRPSDUDWLYH� DGYDQWDJH� WKURXJK� JRYHUQPHQW� SROLFLHV� WR� VHFWRUV� ZKHUH� D� FRXQWU\� KDV�
µQDWXUDO¶� FRPSDUDWLYH� DGYDQWDJH� FDQ� UHGXFH� JDLQV� IURP� WUDGH�� 5RGULN� ������� RQ� WKH� RWKHU�
hand maintains that broad policies such as those relating to education or capital markets can 
LQÀXHQFH�GHYHORSPHQW�FRQGLWLRQV�RI�VRPH�DFWLYLWLHV�PRUH�WKDQ�RWKHUV��VHH�DOVR�.RZDOVNL�DQG�
6WRQH���������

*LYHQ�WKDW�WKH�FRPSDUDWLYH�DGYDQWDJH�RI�D�QDWLRQ�FDQ�FKDQJH�GHSHQGLQJ�RQ�KRZ�DQ�HFRQRP\¶V�
VWUXFWXUH� HYROYHV� RYHU� WLPH�� WKH� H[WHQW� DQG� QDWXUH� RI� WKDW� VWUXFWXUDO� WUDQVIRUPDWLRQ� FDQ� EH�
GHGXFHG�IURP�WUDGH�GDWD��RU�VSHFL¿FDOO\��LWV�H[SRUW�FRQWHQW�RU�EDVNHW��,QGHHG��QXPHURXV�VWXGLHV�
KDYH�EHHQ�GRQH�ZKLFK�KDYH�HPSOR\HG�WKH�UHYHDOHG�FRPSDUDWLYH�DSSURDFK�WR�DVVHVV�WKH�H[WHQW�
DQG�QDWXUH�RI�WUDQVIRUPDWLRQ�RI�YDULRXV�HFRQRPLHV��5HYHDOHG�&RPSDUDWLYH�$GYDQWDJH��5&$���
GHYHORSHG�E\�%HOD�%DODVVVD���������������EXLOGV�RQ�WKH�FRQFHSW�RI�FRPSDUDWLYH�DGYDQWDJH��
ZKLFK�UHÀHFWV�D�FRXQWU\¶V�VSHFLDOLVDWLRQ��JLYHQ�GLIIHUHQFHV�LQ�RSSRUWXQLW\�FRVWV�LQ�SURGXFLQJ�
WKH� JRRGV� WKDW� LW� H[SRUWV�� 5&$� LV� FDOFXODWHG� IURP� D� FRXQWU\¶V� H[�SRVW� WUDGH� GDWD� EHFDXVH�
WKHRUHWLFDOO\��FRPSDUDWLYH�DGYDQWDJH�LV�H[SUHVVHG�LQ�WHUPV�RI�UHODWLYH�SULFHV�HYDOXDWHG�LQ�WKH�
absence of trade. Since these are not observed, comparative advantage is measured indirectly 
�0LNLF�DQG�*LOEHUW���������

4. Theoretical Observations and Measurement of Revealed Comparative Advantage
7KH�WKHRU\�RI�FRPSDUDWLYH�DGYDQWDJH�QRW�RQO\�OLHV�DW�WKH�FRUH�RI�WUDGH�WKHRU\��%HEHN���������
but it is also important from a policy standpoint. Since the theory stresses the importance of 
FRXQWULHV�WR�IRFXV�RQ�ZKDW�WKH\�GR�EHVW�RU�SURGXFH�HI¿FLHQWO\�WR�PD[LPLVH�JDLQV�LQ�LQWHUQDWLRQDO�
WUDGH��WKH�SROLF\�UHVSRQVH�LV�WKDW�VHFWRUV�LQ�ZKLFK�D�FRXQWU\�GRHV�ZHOO�PXVW�EH�VXSSRUWHG�E\�
DSSURSULDWH�SROLFLHV��7KLV�ZLOO�HQVXUH�WKDW�FRXQWULHV�GHULYH�JDLQV�LQ�WKRVH�SDUWLFXODU�VHFWRUV��
DQG�DOVR�FRQWLQXH�WR�HVWDEOLVK�GRPLQDQFH�LQ�SURGXFLQJ�DQG�H[SRUWLQJ�JRRGV�SURGXFHG�LQ�WKRVH�
sectors.
 
:KHQ�WKH�WKHRU\�RI�FRPSDUDWLYH�DGYDQWDJH�ZDV�¿UVW�FRLQHG�E\�5LFDUGR��ZKR�H[WHQGHG�$GDP�
Smith’s theory of absolute advantage theory  WR�FRQVLGHU�D�FRXQWU\�WKDW�FRXOG�EH�OHVV�HI¿FLHQW�
LQ�SURGXFLQJ�ERWK�JRRGV��KH�VKRZHG�WKDW�WUDGH�ZRXOG�VWLOO�WDNH�SODFH��EDVHG�RQ�FRPSDUDWLYH�
DGYDQWDJH�� 7KXV�� 5LFDUGR� EXLOW� RQ� 6PLWK¶V� REVHUYDWLRQV�� DQG� GHYHORSHG� WKH� WKHRU\� RI�
FRPSDUDWLYH�DGYDQWDJH��$FFRUGLQJ�WR�5LFDUGR��WKH�EHQH¿WV�RI�WUDGH�DULVH�WR�FRXQWULHV�LI�WKHLU�
SUH�WUDGH�UHODWLYH�SULFHV�RI�JRRGV�DUH�ORZHU�WKDQ�WKRVH�RI�WKHLU�WUDGLQJ�SDUWQHUV��,Q�RWKHU�ZRUGV��
FRPSDUDWLYH� DGYDQWDJH� UHÀHFWV� GLIIHUHQFHV� LQ� RSSRUWXQLW\� FRVWV that countries face, and it 
LPSOLHV� WKDW�FRXQWULHV�FDQ�H[SRUW� WKRVH�JRRGV�LQ�ZKLFK�WKH\�KDYH�D�FRPSDUDWLYH�DGYDQWDJH�
DQG�LPSRUW�WKRVH�LQ�ZKLFK�WKH\�KDYH�D�FRPSDUDWLYH�GLVDGYDQWDJH��%RZHQ�et al, �������6LQFH�
FRXQWULHV�KDYH�FRPSDUDWLYH�DGYDQWDJH�LQ�GLIIHUHQW�JRRGV��WKH\�EHQH¿W�E\�HQJDJLQJ�LQ�WUDGLQJ�
ZLWK�HDFK�RWKHU�
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(PSLULFDO� H[DPLQDWLRQ� RI� WKH� SURGXFWV� LQ� ZKLFK� FRXQWULHV� KDYH� D� FRPSDUDWLYH�
DGYDQWDJH� LQ� HPSOR\V� WKH� FRQFHSW� RI� UHYHDOHG� FRPSDUDWLYH� DGYDQWDJH� �5&$��� ,W� UHIHUV�
WR� KRZ� QDWLRQV� SHUIRUP� UHODWLYH� WR� HDFK� RWKHU� LQ� WHUPV� RI� WUDGH� LQ� VSHFL¿F� FRPPRGLWLHV��
$VVXPLQJ� WKDW� GLIIHUHQW� QDWLRQV¶� WUDGH� FRPSRVLWLRQ� LQ� WHUPV� RI� FRPPRGLWLHV� UHÀHFW�
differences in the relative costs they face in producing them, once calculated 

��WKH�5&$�LQGH[�³UHYHDOV´�WKH�FRPSDUDWLYH�DGYDQWDJH�RI�QDWLRQV��$V�DQ�HFRQRP\¶V�VWUXFWXUH�
FKDQJHV��WKH�5&$�FDQ�FKDQJH��DV�ZHOO�DV�LI�WKHUH�LV�DQ�LPSURYHPHQW�LQ�ZRUOG�GHPDQG�IRU�WKH�
SURGXFWV��DQG�ZKHQ�WUDGH�VSHFLDOL]DWLRQ�FKDQJHV��%DWUD�DQG�.KDQ��������

%DODVVD¶V�5&$�LQGH[�LV�FDOFXODWHG�DV�IROORZV��

In equation 1, Xijis country i¶V� H[SRUWV� RI� FRPPRGLW\� j, Xit is country i¶V� WRWDO� H[SRUWV��Xwj 
DUH�ZRUOG�H[SRUWV�RI�FRPPRGLW\� j, and Xwt� DUH�ZRUOG� WRWDO�H[SRUWV��7KH� LQGH[� WKXV�GLYLGHV�
WKH� VKDUH� RI� D� FRXQWU\¶V� H[SRUWV� RI� D� SDUWLFXODU� JRRG� LQ� LWV� WRWDO� H[SRUWV� E\� WKH� ZRUOG¶V�
VKDUH�RI� H[SRUWV�RI� WKDW�JRRG� LQ� WRWDO�ZRUOG� H[SRUWV��7KH� LQGH[� LV�XVHG� IRU� LGHQWLI\LQJ� WKH�
FRPPRGLWLHV� LQ� ZKLFK� D� SDUWLFXODU� FRXQWU\¶V� FRPSDUDWLYH� DGYDQWDJH� OLHV� RU� GRHV� QRW� OLH��
7KH� LQWHUSUHWDWLRQ�RI� WKH� LQGH[� LV� VWUDLJKWIRUZDUG�� LI� WKH� FDOFXODWHG�YDOXH� LV� JUHDWHU� WKDQ���
LQ� DQ\� SURGXFW� FDWHJRU\�� WKHQ� LW� LPSOLHV� WKDW� WKH� VKDUH� RI� WKDW� JRRG� LQ� D� FRXQWU\¶V� H[SRUWV�
LV�PRUH� WKDQ� WKH�ZRUOG� VKDUH�� DQG� KHQFH� LW� KDV� D� FRPSDUDWLYH� DGYDQWDJH� LQ� WKDW� SDUWLFXODU�
JRRG��7KH� LQGH[� LV� XVHG� LQ� LGHQWLI\LQJ� WKH� FRPSDUDWLYH� DGYDQWDJH�RI� FRXQWULHV�RU� UHJLRQV� 
� DQG� LW� FDQ� EH� FDOFXODWHG� IRU� SDUWLFXODU� PDUNHWV� �IRU� LQVWDQFH� WKH� PDUNHW� IRU� PLQHUDOV� RU�
YHJHWDEOHV���UHJLRQV��IRU�H[DPSOH�IRU� WKH�(DVW�$IULFDQ�&RPPXQLW\�RU� WKH�6RXWKHUQ�$IULFDQ�
'HYHORSPHQW�&RPPXQLW\��RU�IRU�WKH�JOREDO�PDUNHW��7KLV�SDSHU�FDOFXODWHV�WKH�5&$�LQGH[�IRU�
the global market.

A simpler method of calculating the revealed comparative advantage has been proposed in 
WKH�OLWHUDWXUH��VHH�IRU�H[DPSOH��3HQHGHU���������ZKLFK�LV�FDOFXODWHG�XVLQJ�FRXQWU\�GDWD�RQO\��
as given in equation 2. 

7KH�YDULDEOHV�DUH�DV�GH¿QHG� LQ�HTXDWLRQ����DQG�Mare the total imports, and the subscript i 
UHIHUV� WR�D�SDUWLFXODU�VHFWRU��ZKLOHm is the total of all sectors. If positive values are found, 
LW�PHDQV�WKDW�WKH�FRXQWU\�KDV�D�FRPSDUDWLYH�DGYDQWDJH�LQ�WKRVH�VXE�VHFWRUV��ZKLOH�QHJDWLYH�
YDOXHV�LQGLFDWH�FRPSDUDWLYH�GLVDGYDQWDJH��7KLV�VWXG\�FRPSXWHV�ERWK�WKH�%DODVVD�LQGH[�DQG�WKH�
simpler version that uses only country data.

%DGUD�DQG�.KDQ��������SRLQW�RXW�WKDW�D�NH\�DGYDQWDJH�RI�XVLQJ�WKH�LQGH[�LV�WKDW�WKH�LQWULQVLF�
DGYDQWDJH� RI� SDUWLFXODU� H[SRUW� FRPPRGLWLHV� LV� FRQVLGHUHG�� ZKLFK� LV� FRQVLVWHQW� ZLWK� KRZ�
DQ� HFRQRP\¶V� UHODWLYH� IDFWRU� HQGRZPHQW� DQG� SURGXFWLYLW\� FKDQJHV�� 7KH� GLVDGYDQWDJH�

                                                                                                                                                                                  
X / Xij it

 RCA = [1i
X / Xwj wt

] 

                                        
X / Mi i

RCA = lni
X / Mm m
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OLHV� LQ� WKH� IDFW� WKDW� LW� GRHV� QRW� GLIIHUHQWLDWH� EHWZHHQ� LPSURYHPHQWV� WKDW� RFFXU� DV� D� UHVXOW�
RI� IDFWRU� HQGRZPHQWV� DQG� WKRVH� WKDW� RFFXU� GXH� WR� SXUVXLQJ� DSSURSULDWH� WUDGH� SROLFLHV��
VLQFH�LW�LV�DQ�DJJUHJDWH�LQGH[��VHH�DOVR�%HQGHU�DQG�/L��������%HQGHU�DQG�/L��������IXUWKHU�
HODERUDWH� WKDW�DOWKRXJK� WKH� WZR�DUH� LQWHUUHODWHG� LQ� WKDW�FKDQJHV� LQ�SROLFLHV�FDQ�DIIHFW� WUDGH�
LPSURYHPHQW� ZKLOH� UHYHDOHG� FRPSDUDWLYH� DGYDQWDJH� HPSKDVLVHV� LPSURYHPHQW� LQ� IDFWRU�
HQGRZPHQWV�� 7KH� SUREOHP�ZLWK� WKLV� LV� WKDW� QDWLRQV� FDQ� DIIHFW� RXWFRPHV� RI� WKHLU� UHYHDOHG�
FRPSDUDWLYH� DGYDQWDJH� E\� SXUVXLQJ� VXLWDEOH� SROLFLHV� WKDQ� WKHLU� IDFWRU� HQGRZPHQWV�� $�
IXUWKHU� OLPLWDWLRQ� WKDW� %HQGHU� DQG� /L� ������� SRLQW� RXW� LV� WKDW� WKH� 5&$� LQGH[� FDQ� JLYH�
D� ELDVHG� SLFWXUH� VLQFH� LW� LV� EDVHG� RQ� UHODWLYH� H[SRUW� VKDUHV� WKDW� DUH� DIIHFWHG� E\� SURWHFWLRQ�
SROLFLHV�DQG�WDVWHV��2WKHU�ZHDNQHVVHV�KDYH�EHHQ�IRXQG�E\�RWKHU�UHVHDUFKHUV��VHH�IRU�H[DPSOH��
6KDUPD� DQG� 'LHWULFK�� ������� DQG� VXJJHVWLRQV� KDYH� EHHQ� PDGH� RQ� KRZ� WR� UHFWLI\� WKHP� 

'HVSLWH�WKHVH�ZHDNQHVVHV��WKH�DSSURDFK�LV�VWLOO�XVHG�LQ�HPSLULFDO�DQDO\VLV�UHODWHG�QRW�MXVW�WR�
VWUXFWXUDO�WUDQVIRUPDWLRQ�DV�EULHÀ\�VXUYH\HG�LQ�WKLV�SDSHU��EXW�DOVR�IRU�VWXGLHV�SHUWDLQLQJ�WR�
WKH�H[WHQW� WR�ZKLFK�SDWWHUQV�RI�VSHFLDOLVDWLRQ�FKDQJH�RYHU� WLPH��DV�3URXGPDQ�DQG�5HGGLQJ�
�������GR�IRU�WKH�8QLWHG�.LQJGRP�DQG�WKH�8QLWHG�6WDWHV��7KH�%DODVVD�LQGH[�KDV�DOVR�EHHQ�
used in assessing the technological content of manufacturing industries, as Amador et al. 
�������GR�IRU�3RUWXJDO��7KXV��WKH�FRQFHSW�RI�UHYHDOHG�FRPSDUDWLYH�DGYDQWDJH�LV�LQGHHG�D�PDMRU�
SLOODU�LQ�HPSLULFDO�WUDGH�OLWHUDWXUH�DV�%HEHN��������DVVHUWV��7KH�5&$�LQGH[�KDV�EHHQ�XVHG�LQ�
empirical studies on structural transformation, competitiveness and changing specialization. 
)RU� H[DPSOH��%DWUD� DQG�.KDQ� ������� XQGHUWDNH� D� FRPSDUDWLYH� VWXG\�RI�&KLQD� DQG� ,QGLD¶V�
VWUXFWXUDO� WUDQVIRUPDWLRQ� XVLQJ� WKH� 5&$� DSSURDFK�� ,Q� WHUPV� RI� VHFWRUDO� WUDQVIRUPDWLRQ��
6DERQLHQH��������DQDO\VHV�KRZ�/LWKXDQLD¶V�PDQXIDFWXULQJ�VHFWRU�KDG�WUDQVIRUPHG�DQG�KRZ�LW�
FRXOG�EH�DVVLVWHG�LQ�EHFRPLQJ�PRUH�FRPSHWLWLYH�LQ�(XURSH��

7KLV�VWXG\�HPSOR\V�WKH�5&$�DSSURDFK�WR�H[DPLQH�WKH�H[WHQW�WR�ZKLFK�WKH�7DQ]DQLDQ�HFRQRP\�
KDV� VWUXFWXUDOO\� FKDQJHG��7KH� UHVXOWV� DUH�JLYHQ�DQG�GLVFXVVHG� LQ�6HFWLRQ����7KH�FDOFXODWHG�
LQGLFHV� DUH� EDVHG� RQ� WKH� WZR�GLJLW� OHYHO� GDWD�� DQG�KHQFH� GR� QRW� SURYLGH� DQ� RSSRUWXQLW\� WR�
H[DPLQH�UHYHDOHG�FRPSDUDWLYH�DGYDQWDJH�DW�D�PRUH�GLVDJJUHJDWHG�OHYHO��7KLV�LV�GXH�WR�ODFN�RI�
GDWD�DW�VXFK�D�GLVDJJUHJDWHG�OHYHO��%DODVVD¶V�UHYHDOHG�FRPSDUDWLYH�LQGLFHV�DUH�FDOFXODWHG�XVLQJ�
JOREDO�GDWD�DV�ZHOO�DV�GDWD�IRU�7DQ]DQLD�RQO\�
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5. The Application of RCA to Tanzania
7KLV�VHFWLRQ�DSSOLHV�WKH�5&$�DSSURDFK�WR�7DQ]DQLD��$Q�RYHUYLHZ�RI�7DQ]DQLD¶V�FRPSDUDWLYH�
DGYDQWDJH� LV� H[DPLQHG� EDVHG� RQ� ERWK� JOREDO� DQG� FRXQWU\� GDWD�� %URDG� VHFWRUV� DUH� XVHG� WR�
GHWHUPLQH�LQ�ZKLFK�RQHV�7DQ]DQLD¶V�FRPSDUDWLYH�DGYDQWDJH�OLHV��DQG�SURGXFW�JURXSV�DUH�DOVR�
UDQNHG�WR�GHWHUPLQH�LQ�ZKLFK�RQHV�FRPSDUDWLYH�DGYDQWDJH�LV�VWURQJHVW��$�G\QDPLF�DQDO\VLV�RI�
7DQ]DQLD¶V�VWUXFWXUDO�WUDQVIRUPDWLRQ�LV�GRQH��DQG�WKH�6SHDUPDQ¶V�5DQN�&RUUHODWLRQ�FRHI¿FLHQWV�
to determine the interdependence of the ranks are calculated and implications discussed.

5.1 Broad Sectoral Analysis
7KH� UHVXOWV� IRU�%DODVVD¶V�5&$� LQGLFHV� IRU� ����� DQG� ������ XVLQJ� JOREDO� GDWD�� DUH� JLYHQ� LQ�
WKH� DSSHQGL[� LQ� 7DEOH� �$� DQG� 7DEOH� �$� UHVSHFWLYHO\�� 7KH� 5&$� LQGLFHV� ZHUH� FDOFXODWHG�
IRU� DOO� ��� SURGXFW� JURXSV�� DQG� WKH� WDEOHV� JLYH� WKH� SURGXFW� JURXSV� LQ� ZKLFK� 7DQ]DQLD�
KDG� FRPSDUDWLYH� DGYDQWDJH�� ,Q� ������ 7DQ]DQLD� KDG� FRPSDUDWLYH� DGYDQWDJH� LQ� ���
SURGXFW� JURXSV�� DQG� WKLV� LQFUHDVHG� WR� ��� LQ� ������ :KHQ� FODVVL¿HG� LQWR� EURDG� VHFWRUV 

��)LJXUH���VKRZV� WKDW� WKH� ODUJHVW�QXPEHU�RI�SURGXFW�JURXSV�ZHUH� IURP�YHJHWDEOH�SURGXFWV��
ZKLFK� FRQWULEXWHG� ���� DQG� DSSUR[LPDWHO\� ���� LQ� ����� DQG� ����� UHVSHFWLYHO\�� 7KLV�ZDV�
IROORZHG� E\� WH[WLOHV�� IRRGVWXIIV�� DQG� DQLPDO� SURGXFWV��$OO� WKH� EURDG� VHFWRUV� DUH� EDVLFDOO\�
DJULFXOWXUDO��DQG�WKH\�DOO�WKH�UHJLVWHUHG�D�IDOO�EHWZHHQ�WKH�WZR�SHULRGV��H[FHSW�IRU�WH[WLOHV��)RU�
H[DPSOH��WKH�FRQWULEXWLRQ�IURP�YHJHWDEOH�SURGXFWV�IHOO�E\�����DQG�WKDW�IURP�WH[WLOHV�LQFUHDVHG�
E\�������$QRWKHU�UHPDUNDEOH�UHVXOW�LV�WKDW�RI�FKHPLFDO�DQG�DOOLHG�LQGXVWULHV��IURP�FRQWULEXWLQJ�
QRWKLQJ�LQ�������LW�VKRW�XS�WR�FRQWULEXWLQJ�����

Figure 2: Percentage Contribution of Product Groups to Sectors – Global Data

8VLQJ�FRXQWU\�GDWD�� WKH�5&$�LQGLFHV�DUH� UHSRUWHG� LQ�7DEOH��$�DQG��$�IRU������DQG�������
7KH� UHVXOWV� VKRZ� WKDW�7DQ]DQLD� KDG� FRPSDUDWLYH� DGYDQWDJH� LQ� ���SURGXFW� JURXSV� LQ� ������
ZKLFK� LQFUHDVHG� WR� ��� SURGXFW� JURXSV� LQ� ������ ,Q� WHUPV�RI� EURDG� VHFWRUV�� )LJXUH� �� VKRZV�
WKDW�WKH�ODUJHVW�FRQWULEXWLRQ�ZDV�IURP�YHJHWDEOH�SURGXFWV������DQG�����LQ������DQG������
UHVSHFWLYHO\���IROORZHG�E\�WH[WLOHV������DQG�����LQ������DQG������UHVSHFWLYHO\���7KLV�LV�VLPLODU�
to the results found using global data. The other broad sectors that had high contributions are 
IRRGVWXIIV��DQLPDO�SURGXFWV��DQG�ZRRG�DQG�ZRRG�SURGXFWV�
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5. The Application of RCA to Tanzania 

This section applies the RCA approach to Tanzania. An overview of Tanzania’s comparative 
advantage is examined based on both global and country data. Broad sectors are used to 
determine in which ones Tanzania’s comparative advantage lies, and product groups are also 
ranked to determine in which ones comparative advantage is strongest. A dynamic analysis of 
Tanzania’s structural transformation is done, and the Spearman’s Rank Correlation coefficients 
to determine the interdependence of the ranks are calculated and implications discussed. 

 
5.1 Broad Sectoral Analysis 

The results for Balassa’s RCA indices for 2002 and 2011, using global data, are given in the 
appendix in Table 1A and Table 2A respectively. The RCA indices were calculated for all 97 
product groups, and the tables give the product groups in which Tanzania had comparative 
advantage. In 2002, Tanzania had comparative advantage in 25 product groups, and this 
increased to 27 in 2011. When classified into broad sectors48, Figure 2 shows that the largest 
number of product groups were from vegetable products, which contributed 36% and 
approximately 29% in 2002 and 2011 respectively. This was followed by textiles, foodstuffs, and 
animal products. All the broad sectors are basically agricultural, and they all the registered a fall 
between the two periods, except for textiles. For example, the contribution from vegetable 
products fell by 7%, and that from textiles increased by 2.5%. Another remarkable result is that 
of chemical and allied industries; from contributing nothing in 2002, it shot up to contributing 
11%. 

Figure 2: Percentage Contribution of Product Groups to Sectors – Global Data 
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$V�ZLWK�JOREDO�GDWD��WKH�EURDG�VHFWRUV�ZLWK�WKH�KLJKHVW�FRQWULEXWLRQ�IDFHG�D�GHFOLQH�EHWZHHQ�WKH�
WZR�SHULRGV��H[FHSW�IRU�WH[WLOHV��7KHUH�DUH�DOVR�VRPH�VHFWRUV�ZLWK�QR�FRQWULEXWLRQ�LQ�WKH�HDUOLHU�
period but appear in the latter period; these are chemicals and allied industries, and metals. 
$QRWKHU�NH\�GLIIHUHQFH�ZLWK�FRXQWU\�GDWD�LV�WKDW�ZRRG�DQG�ZRRG�SURGXFWV�DSSHDU�DV�RQH�RI�WKH�
VHFWRUV�LQ�ZKLFK�7DQ]DQLD�KDV�FRPSDUDWLYH�DGYDQWDJH�ZKHQ�LW�GRHV�QRW�DSSHDU�LQ�JOREDO�GDWD��
6LPLODU�WR�WKH�REVHUYDWLRQ�PDGH�ZLWK�JOREDO�GDWD��7DQ]DQLD¶V�FRPSDUDWLYH�DGYDQWDJH�OLHV�LQ�
SULPDU\�VHFWRUV��,Q�WKH�QH[W�VHFWLRQ��WKH�SURGXFW�JURXSV�WKDW�IHDWXUH�LQ�WKH�WRS�WHQ�DUH�ORRNHG�
at in more detail.

Figure 3: Percentage Contribution of Product Groups to Sectors – Country Data

5.2 Ranking the Product Groups
7KH�SURGXFW� JURXSV� DUH� UDQNHG� IURP� WKH� RQH�ZLWK� WKH� KLJKHVW�5&$� LQGH[� WR� WKH� RQH�ZLWK�
WKH� ORZHVW�� )LJXUH� �� DQG� )LJXUH� �� LOOXVWUDWH� WKH� WRS� WHQ� SURGXFW� JURXSV� XVLQJ� JOREDO�
GDWD�� DQG� WKH\� VKRZ� WKDW� FRPSDUDWLYH� DGYDQWDJH� KDV� QRW� FKDQJHG� PXFK� EHWZHHQ� �����
and 2011. In both years, the product groups are dominated by agricultural products. 

� ,I� DQ\WKLQJ�� DJULFXOWXUDO�UHODWHG� SURGXFWV� LQ� 7DQ]DQLD¶V� H[SRUW� EDVNHW� EHFDPH� HYHQ�PRUH�
GRPLQDQW�LQ������FRPSDUHG�WR�������DFFRXQWLQJ�IRU�����RI�WKH�WRS�WHQ�SURGXFWV�LQ�������XS�
IURP�����LQ�������,W�LV�DOVR�QRWDEOH�WKDW�WKH�SURGXFW�JURXS�ZLWK�WKH�KLJKHVW�YDOXH�RI�WKH�5&$�
LQGH[�IRU�ERWK�\HDUV�LV�coffee, tea, mate and spices.

$SDUW� IURP�DJULFXOWXUDO� SURGXFWV�� ¿VK� DQG�PLQHUDOV� DSSHDU� LQ� WKH�¿UVW� WHQ� SURGXFW� JURXSV��
DOWKRXJK�WKHLU�UDQNV�IHOO��)LVK�IHOO�IURP�EHLQJ�UDQNHG�IRXUWK�LQ������WR�HLJKWK�LQ�������ZKLOH�
PLQHUDOV�IHOO�IURP�D�UDQN�RI�¿IWK�DQG�VHYHQWK�LQ������WR�IRXUWK�DQG�WKLUG�UHVSHFWLYHO\�LQ�������
2YHUDOO��WKH�FDOFXODWHG�5&$�LQGLFHV�XVLQJ�JOREDO�GDWD�LQGLFDWH�WKDW�VWUXFWXUDOO\��WKH�7DQ]DQLDQ�
economy evolved marginally, but remained dominated by primary or natural resource-based 
H[SRUWV�RI�DJULFXOWXUDO�DQG�PLQHUDOV�SURGXFWV�
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Using country data, the RCA indices are reported in Table 3A and 4A for 2001 and 2011. The 
results show that Tanzania had comparative advantage in 27 product groups in 2001, which 
increased to 33 product groups in 2011. In terms of broad sectors, Figure 3 shows that the largest 
contribution was from vegetable products (26% and 24% in 2001 and 2011 respectively), 
followed by textiles (19% and 21% in 2001 and 2011 respectively). This is similar to the results 
found using global data. The other broad sectors that had high contributions are foodstuffs, 
animal products, and wood and wood products. 

As with global data, the broad sectors with the highest contribution faced a decline between the 
two periods, except for textiles. There are also some sectors with no contribution in the earlier 
period but appear in the latter period; these are chemicals and allied industries, and metals. 
Another key difference with country data is that wood and wood products appear as one of the 
sectors in which Tanzania has comparative advantage when it does not appear in global data. 
Similar to the observation made with global data, Tanzania’s comparative advantage lies in 
primary sectors. In the next section, the product groups that feature in the top ten are looked at in 
more detail. 

Figure 3: Percentage Contribution of Product Groups to Sectors – Country Data 

 

 
5.2 Ranking the Product Groups 

The product groups are ranked from the one with the highest RCA index to the one with the 
lowest. Figure 4 and Figure 5 illustrate the top ten product groups using global data, and they 
show that comparative advantage has not changed much between 2002 and 2011. In both years, 
the product groups are dominated by agricultural products.49 If anything, agricultural-related 
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Figure 4: Top Ten Product Groups, 2002 (Global Data)

Figure 5: Top Ten Product Groups, 2011 (Global Data)
 

8VLQJ� FRXQWU\� GDWD� WKH� UHVXOWV� DUH� JLYHQ� LQ� 7DEOH� �$� DQG� 7DEOH� �$� LQ� WKH�
DSSHQGL[�� ZKHUH� WKH� SURGXFW� JURXSV� DUH� DOVR� UDQNHG�� )LJXUH� �� DQG� )LJXUH�
�� LOOXVWUDWH� WKH� WRS� WHQ� SURGXFW� JURXSV� IRU� ����� DQG� ����� UHVSHFWLYHO\� 
�7KH�UHVXOWV�FRQ¿UP�HDUOLHU�RQHV�IRXQG�IRU�WKH�%DODVVD�LQGH[��DJULFXOWXUDO�SURGXFWV�GRPLQDWH�
7DQ]DQLD¶V�FRPSDUDWLYH�DGYDQWDJH�IRU�ERWK�\HDUV������RI�WKH�SURGXFW�JURXSV�DUH�DJULFXOWXUDO��
and the rest are mineral products. 
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products in Tanzania’s export basket became even more dominant in 2011 compared to 2002, 
accounting for 80% of the top ten products in 2011, up from 70% in 2002. It is also notable that 
the product group with the highest value of the RCA index for both years is coffee, tea, mate and 
spices. 

Apart from agricultural products, fish and minerals appear in the first ten product groups, 
although their ranks fell. Fish fell from being ranked fourth in 2002 to eighth in 2011, while 
minerals fell from a rank of fifth and seventh in 2002 to fourth and third respectively in 2011. 
Overall, the calculated RCA indices using global data indicate that structurally, the Tanzanian 
economy evolved marginally, but remained dominated by primary or natural resource-based 
exports of agricultural and minerals products. 

Figure 4: Top Ten Product Groups, 2002 (Global Data) 
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products in Tanzania’s export basket became even more dominant in 2011 compared to 2002, 
accounting for 80% of the top ten products in 2011, up from 70% in 2002. It is also notable that 
the product group with the highest value of the RCA index for both years is coffee, tea, mate and 
spices. 

Apart from agricultural products, fish and minerals appear in the first ten product groups, 
although their ranks fell. Fish fell from being ranked fourth in 2002 to eighth in 2011, while 
minerals fell from a rank of fifth and seventh in 2002 to fourth and third respectively in 2011. 
Overall, the calculated RCA indices using global data indicate that structurally, the Tanzanian 
economy evolved marginally, but remained dominated by primary or natural resource-based 
exports of agricultural and minerals products. 

Figure 4: Top Ten Product Groups, 2002 (Global Data) 
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Using country data the results are given in Table 4A and Table 5A in the appendix, where the 
product groups are also ranked. Figure 6 and Figure 7 illustrate the top ten product groups for 
2001 and 2011 respectively.50 The results confirm earlier ones found for the Balassa index; 
agricultural products dominate Tanzania’s comparative advantage for both years; 70% of the 
product groups are agricultural, and the rest are mineral products.  

Figure 6: Top Ten Product Groups, 2001 (Country Data) 
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Using country data the results are given in Table 4A and Table 5A in the appendix, where the 
product groups are also ranked. Figure 6 and Figure 7 illustrate the top ten product groups for 
2001 and 2011 respectively.50 The results confirm earlier ones found for the Balassa index; 
agricultural products dominate Tanzania’s comparative advantage for both years; 70% of the 
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Figure 6: Top Ten Product Groups, 2001 (Country Data)

Figure 7: Top Ten Product Groups, 2011 (Country Data)
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Using country data the results are given in Table 4A and Table 5A in the appendix, where the 
product groups are also ranked. Figure 6 and Figure 7 illustrate the top ten product groups for 
2001 and 2011 respectively.50 The results confirm earlier ones found for the Balassa index; 
agricultural products dominate Tanzania’s comparative advantage for both years; 70% of the 
product groups are agricultural, and the rest are mineral products.  
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could be due to a lack of supportive policies and investment to cement the advantage in these 
sectors. It is important therefore that in order for comparative advantage to be maintained and 
OHW�DORQH�WR�JURZ��GHOLEHUDWH�SROLFLHV�PXVW�EH�SXW�LQ�SODFH�WR�KHOS�GHYHORS�WKRVH�VHFWRUV�

Table 2: Inter-temporal Variation of Tanzania’s RCA
3URGXFW�JURXSV�IRU�ZKLFK�7DQ]DQLD�KROGV�FRPSDUDWLYH�DGYDQWDJH����������� ��������
Number of product groups that retained advantage: 24
Number of product groups that gained advantage1: 10
Number of product groups that lost advantage1: 14
1XPEHU�RI�SURGXFW�JURXSV�WKDW�UHWDLQHG�WKHLU�UDQNLQJ���
Number of product groups that gained/lost more than ten ranks:
Product groups that gained: 1
Product groups that lost: 2

Note: 1*DLQ�RU�ORVV�GHWHUPLQHG�E\�LQFUHDVH�RU�GHFUHDVH�LQ�UDQNLQJ�EDVHG�RQ�WKH�YDOXH�RI�WKH�5&$�LQGH[��UHVSHFWLYHO\�

It is unfortunate to note that the number of product groups that lost advantage is more than the 
product groups that gained advantage. The ability to improve upon the advantage that Tanzania 
KDV�LQ�VRPH�SURGXFW�JURXSV�LQ�DJULFXOWXUH�DQG�PLQHUDOV�ZLOO�JUHDWO\�GHSHQG�RQ�LQYHVWLQJ�LQ�
DGGLQJ�YDOXH�WR�WKHVH�SURGXFW�JURXSV��7KDW� LV�� LW�ZRXOG�SD\�WR�LQYHVW�PRUH�LQ�WKHVH�VHFWRUV�
WKDW�7DQ]DQLD�DOUHDG\�KDV�FRPSDUDWLYH�DGYDQWDJH��0RUH�VSHFL¿FDOO\�� LW� LV�SUXGHQW� WR�HQVXUH�
WKDW� WKHVH�SURGXFWV� DUH� ORFDOO\�SURFHVVHG� WR� DGG�PRUH�YDOXH� WR� WKHP�EHIRUH�H[SRUWLQJ��)RU�
H[DPSOH��ZKLOH�7DQ]DQLD�KDV�FRPSDUDWLYH�DGYDQWDJH�LQ�UDZ�KLGHV�DQG�VNLQV��VHH�)LJXUH�����LW�
PD\�EH�PRUH�EHQH¿FLDO�LI�VXFK�KLGHV�DUH�SURFHVVHG�DQG�HYHQ�WXUQHG�LQWR�¿QDO�SURGXFWV�VXFK�DV�
VKRHV�DQG�KDQGEDJV�EHIRUH�H[SRUWLQJ�WKHP��7KLV�LV�EHFDXVH�DGGLQJ�PRUH�YDOXH�WR�WKHP�ZRXOG�
JXDUDQWHH�KLJKHU�H[SRUW�HDUQLQJV�DQG�HPSOR\PHQW�RSSRUWXQLWLHV�IRU�WKRXVDQGV�RI�\RXWKV��,W�LV�
QRWDEOH�WKDW�DOWKRXJK�7DQ]DQLD�LV�UDQNHG�WKLUG�LQ�$IULFD��DIWHU�(WKLRSLD�DQG�6XGDQ��LQ�WHUPV�RI�
FDWWOH�SRSXODWLRQ��3URJUDP�IRU�$IULFD¶V�6HHG�6\VWHPV��3$66��7UXVW���������LWV�SHUIRUPDQFH�
LQ�WKH�H[SRUW�PDUNHW�DQG�HPSOR\PHQW�JHQHUDWLRQ�LV�SRRU��7DQ]DQLD¶V�H[SRUWV�RI�E\�SURGXFWV�
RI�OLYHVWRFN�DUH�GRPLQDWHG�E\�H[SRUWV�RI�UDZ�KLGHV��ZKLOH�DW�WKH�VDPH�WLPH�ORFDO�OHDWKHU�DQG�
tannery factories operate under capacity, and some of them are on the brink of closure due to 
ODFN�RI�UDZ�PDWHULDOV��%RDUG�RI�([WHUQDO�7UDGH��%(7���������'DLO\�1HZV���������7KH�HLJKW�
OHDWKHU�FRPSDQLHV�FXUUHQWO\�H[LVWLQJ�LQ�WKH�FRXQWU\�DUH�DOO�EDVHG�LQ�XUEDQ�DUHDV��GHQ\LQJ�MREV�
to the regions that are among the biggest producers of livestock.�

$Q�RSSRUWXQLW\�WKXV�H[LWV�WR�DWWUDFW�LQYHVWPHQW�LQWR�OHDWKHU�SURFHVVLQJ��+RZHYHU��VXSSRUWLYH�
SROLFLHV�DUH�UHTXLUHG�IRU�WKH�LQYHVWPHQW�WR�EH�VXFFHVVIXO��)RU�H[DPSOH��DGGUHVVLQJ�WKH�FRQVWUDLQWV�
WKDW�WKH�OHDWKHU�LQGXVWU\�IDFHV�VKRXOG�JR�KDQG�LQ�KDQG�ZLWK�DWWUDFWLQJ�LQYHVWPHQW�LQ�WKH�VHFWRU��
Some of the constraints include addressing transport problems that hamper transportation of 
animals, high electricity prices that escalate costs of production, educating farmers on the 
best cattle raising methods, improving technology in abattoirs, and educating youths in the 
WHFKQLFDO�VNLOOV�UHTXLUHG�LQ�OHDWKHU�IDFWRULHV��%(7��������

�� �$PRQJ�WKH�ELJJHVW�SURGXFHUV�RI�OLYHVWRFN��RQO\�0ZDQ]D�KDV�D�OHDWKHU�SURFHVVLQJ�FRPSDQ\��7KH�RWKHU�UHJLRQV��WKDW�LV�7DERUD��
6KLQ\DQJD�DQG�0DQ\DUD�GR�QRW�KDYH�PHDW�RU�VNLQ�DQG�KLGHV�SURFHVVLQJ�IDFWRULHV��7DERUD�&LW\�,QYHVWPHQW�3URPRWLRQ�8QLW���������
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7DEOH���JLYHV�6SHDUPDQ¶V�5DQN�&RUUHODWLRQ��65&��FRHI¿FLHQWV�FDOFXODWHG�IRU�ERWK�GDWD��JOREDO�
DQG�FRXQWU\����)RU�JOREDO�GDWD�WKH�FDOFXODWHG�FRHI¿FLHQW�LV�OHVV�WKDQ�WKH�FULWLFDO�YDOXH�DW����
OHYHO�RI�VLJQL¿FDQFH��ZKLFK�PHDQV�WKDW�ZH�DFFHSW�WKH�QXOO�K\SRWKHVLV�RI�QRQ�H[LVWHQFH�RI�D�
FRUUHODWLRQ�EHWZHHQ�WKH�UDQNV��7KLV�PHDQV�WKDW�D�VWUXFWXUDO�FKDQJH�RFFXUUHG�EHWZHHQ������DQG�
2011. The interpretation of this result is that as highlighted in the discussion in the sub-section 
DERYH�WKDW�DJULFXOWXUDO�SURGXFWV�FRQWLQXH�WR�GRPLQDQW�7DQ]DQLD¶V�H[SRUW�VWUXFWXUH��EXW�PLQHUDO�
SURGXFWV�PDGH�WKHLU�SUHVHQFH�NQRZQ�E\�UDQNLQJ�¿UVW�LQ�ODWHU�\HDUV�

7DEOH����6SHDUPDQ¶V�5DQN�&RUUHODWLRQ�&RHI¿FLHQWV
Global data Country data

5KR��U� 0.382 �����
Critical values�DW���������DQG�����
respectively ������������������� �������������������

+RZHYHU�� WKH�FDOFXODWHG�FRHI¿FLHQW� LV�JUHDWHU� WKDQ� WKH�FULWLFDO�YDOXHV�DW����DQG�����OHYHO�
RI�VLJQL¿FDQFH��7KXV��WKH�QXOO�K\SRWKHVLV�RI�D�FRUUHODWLRQ�QRW�H[LVWLQJ�EHWZHHQ�WKH�UDQNV�LV�
UHMHFWHG��ZKLFK�PHDQV� WKDW�PHDQV� WKDW� WKHUH� LV� FRUUHODWLRQ� EHWZHHQ� WKH� UDQNV� LQ� WKH� VWXG\�
periods, an indication of no structural change in the Tanzanian economy at these levels of 
VLJQL¿FDQFH��7KLV� UHVXOW� FDQ� EH� LQWHUSUHWHG� DV� LQGLFDWLQJ� WKDW� WKH� VWUXFWXUDO� WUDQVIRUPDWLRQ�
WKDW�KDV�RFFXUUHG�ZDV�PRGHVW��$JULFXOWXUDO�SURGXFWV�FRQWLQXH�WR�GRPLQDQW�7DQ]DQLD¶V�H[SRUW�
structure, and although mineral products have climbed in their ranking, this has not been 
VLJQL¿FDQW�HQRXJK�WR�UHJLVWHU�DV�D�VWUXFWXUDO�WUDQVIRUPDWLRQ�
 
)RU�FRXQWU\�GDWD��WKH�FDOFXODWHG�FRUUHODWLRQ�FRHI¿FLHQW�RI������H[FHHGV�WKH�FULWLFDO�YDOXHV�DW�����
���DQG�����OHYHOV�RI�VLJQL¿FDQFH��ZKLFK�UHMHFWV�WKH�QXOO�K\SRWKHVLV�RI�ODFN�RI�FRUUHODWLRQ��7KH�
KLJK�FRUUHODWLRQ�IRXQG�LQGLFDWHV�WKDW�WKHUH�KDV�QRW�EHHQ�D�VLJQL¿FDQW�VWUXFWXUDO�WUDQVIRUPDWLRQ�
RI�WKH�HFRQRP\�EHWZHHQ�WKH�WZR�SHULRGV��7KLV�PHDQV�WKDW�WKHUH�ZDV�LQVLJQL¿FDQW�FKDQJH�LQ�WKH�
UDQNLQJ�RI�WKH�SURGXFWV�JURXSV�DSSHDULQJ�LQ�WKH�WZR�SHULRGV��LPSO\LQJ�LQVLJQL¿FDQW�FKDQJH�LQ�
Tanzania’s comparative advantage.

The results are not surprising given the little change that is seen in the percentage shares of 
*'3�RI�NH\�VHFWRUV��)LJXUH�����)RU�H[DPSOH��DOWKRXJK�WKH�FRQVWUXFWLRQ�VHFWRU�KDV�FRQWULEXWHG�
a large share to industry and construction9, its contribution cannot be picked up in indices 
VXFK�DV�WKH�5&$�VLQFH�WKH�VHFWRU�WR�D�ODUJH�H[WHQW�FRQVLVWV�RI�QRQ�H[SRUWDEOH�SURGXFWV��,W�LV�
DOVR�LPSRUWDQW�WR�UHPHPEHU�WKDW�WKH�WZR�GLJLW�OHYHO�GDWD�WKDW�KDV�EHHQ�XVHG�LV�QRW�VXI¿FLHQWO\�
disaggregated to ascertain structural transformation at the commodity level, and hence these 
¿QGLQJV�PXVW�EH�LQWHUSUHWHG�FDXWLRXVO\�10

�� 7KH�65&�FRHI¿FLHQW�LV�FDOFXODWHG�DV�Us� ����������������������������ZKHUH�n is the number of items in each data set; d is the difference in 

� UDQNV�IRU�DQ\�SDLU�RI�GDWD�YDOXHV���Ȉd
2 

is the sum of the difference of the squares of the ranks for the data sets. This nonparametric 
WHVW�JLYHV�YDOXHV� IURP� ��� WR�����ZLWK�YDOXHV� FORVH� WR����RU� ��� LQWHUSUHWHG�DV� VWURQJ�SRVLWLYH�DQG� VWURQJ�QHJDWLYH�FRUUHODWLRQ�
UHVSHFWLYHO\��$�YDOXH�RI�]HUR�PHDQV�WKDW�WKHUH�LV�D�FRPSOHWH�ODFN�RI�FRUUHODWLRQ��DQG�D�ORZ�YDOXH�PHDQVWKDW�WKH�UDQNLQJ�RI�SURGXFW�
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of product groups has changed very little.

9� �$FFRUGLQJ�WR�WKH�FODVVL¿FDWLRQ�XVHG�LQ�The Economic Survey�857���������WKH�VHFWRUV�XQGHU�³,QGXVWU\�DQG�&RQVWUXFWLRQ´�DUH��
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10� �,GHDOO\��DQDO\VLV�DW�WKH�VL[�GLJLW�OHYHO�ZRXOG�JLYH�D�EHWWHU�SLFWXUH�RI�VWUXFWXUDO�FKDQJH�DW�WKH�FRPPRGLW\�OHYHO�

 

NK�

�

Tanzania has comparative advantage in raw hides and skins (see Figure 6), it may be more 
beneficial if such hides are processed and even turned into final products such as shoes and 
handbags before exporting them. This is because adding more value to them would guarantee 
higher export earnings and employment opportunities for thousands of youths. It is notable that 
although Tanzania is ranked third in Africa (after Ethiopia and Sudan) in terms of cattle 
population (Program for Africa’s Seed Systems (PASS) Trust, 2013), its performance in the 
export market and employment generation is poor. Tanzania’s exports of by-products of 
livestock are dominated by exports of raw hides, while at the same time local leather and tannery 
factories operate under capacity, and some of them are on the brink of closure due to lack of raw 
materials (Board of External Trade (BET), 2004; Daily News, 2014). The eight leather 
companies currently existing in the country are all based in urban areas, denying jobs to the 
regions that are among the biggest producers of livestock.52 

An opportunity thus exits to attract investment into leather processing. However, supportive 
policies are required for the investment to be successful. For example, addressing the constraints 
that the leather industry faces should go hand in hand with attracting investment in the sector. 
Some of the constraints include addressing transport problems that hamper transportation of 
animals, high electricity prices that escalate costs of production, educating farmers on the best 
cattle raising methods, improving technology in abattoirs, and educating youths in the technical 
skills required in leather factories (BET, 2004). 

Table 3 gives Spearman’s Rank Correlation (SRC) coefficients calculated for both data (global 
and country).53 For global data the calculated coefficient is less than the critical value at 1% level 
of significance, which means that we accept the null hypothesis of non-existence of a correlation 
between the ranks. This means that a structural change occurred between 2001 and 2011. The 
interpretation of this result is that as highlighted in the discussion in the sub-section above that 
agricultural products continue to dominant Tanzania’s export structure, but mineral products 
made their presence known by ranking first in later years. 
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6. Conclusions and Recommendations
%DODVVD¶V� 5&$� LQGH[� KDV� EHHQ� XVHG� LQ� HPSLULFDO� VWXGLHV� WR� H[DPLQH� WKH� HYROXWLRQ� RI� D�
FRXQWU\¶V� FRPSDUDWLYH� DGYDQWDJH�� WR� XQGHUVWDQG� KRZ� VSHFL¿F� VHFWRUV� FKDQJH� RYHU� WLPH� DV�
QDWLRQV�HQJDJH�LQ�WUDGH��DQG�LQ�VWXG\LQJ�WKH�VWUXFWXUDO�WUDQVIRUPDWLRQ�RI�FRXQWULHV��)ROORZLQJ�
VXFK�VWXGLHV��WKLV�SDSHU�H[DPLQHG�ZKHWKHU�WKHUH�KDV�EHHQ�DQ\�VWUXFWXUDO�WUDQVIRUPDWLRQ�LQ�WKH�
7DQ]DQLDQ�HFRQRP\�EHWZHHQ�WKH�HDUO\������DQG�������8VLQJ�GDWD�IRU������������DQG�������
LQGLFHV�ZHUH�FRPSXWHG�XVLQJ�WUDGH�GDWD�DW�WKH�WZR�GLJLW�+6�FRGH��DQG�WKH�SURGXFW�JURXSV�ZHUH�
UDQNHG��$QDO\VLV�ZDV�WKHQ�GRQH�RQ�KRZ�WKH�LQGLFHV�KDYH�HYROYHG�RYHU�WKH�VWXG\�SHULRG�

7KH�¿QGLQJV�IURP�WKH�FDOFXODWHG�LQGLFHV�using global data are that for the periods 2002 and 
������ WKH�SURGXFW�JURXSV�ZHUH�GRPLQDWHG�E\�DJULFXOWXUDO�SURGXFWV� Apart from agricultural 
SURGXFWV��¿VK�DQG�PLQHUDOV�DSSHDU� LQ� WKH�¿UVW� WHQ�SURGXFW�JURXSV��DOWKRXJK� WKHLU� UDQNV� IHOO�
ZLWKLQ� WKH� WRS� WHQ� SURGXFW� JURXSV�� 5&$� LQGLFHV� EDVHG� RQ�7DQ]DQLDQ� GDWD� RQO\� ZHUH� DOVR�
FDOFXODWHG�FRYHULQJ�WKH�SHULRGV������DQG�������7KH�UHVXOWV�FRQ¿UPHG�¿QGLQJV�IURP�JOREDO�
data that agricultural products dominate Tanzania’s comparative advantage in both years. 
6SHFL¿FDOO\�� LQ�ERWK�\HDUV������RI� WKH�SURGXFW�JURXSV�ZHUH�DJULFXOWXUDO��DQG� WKH� UHVW�ZHUH�
mineral products. The key conclusion therefore is that for the study period, the Tanzanian 
HFRQRP\�KDV�QRW�XQGHUJRQH�VLJQL¿FDQW�VWUXFWXUDO� WUDQVIRUPDWLRQ��7KH�VWXG\�DOVR�H[DPLQHG�
WKH�LQWHU�WHPSRUDO�YDULDWLRQ�LQ�WKH�SURGXFWV�JURXSV�DQG�LGHQWL¿HG�SURGXFW�JURXSV�WKDW�UHWDLQHG��
gained, and lost their advantage.

$OWKRXJK�WKHVH�UHVXOWV�DUH�GHULYHG�IURP�D�SHULRG�RI�WLPH�FRYHULQJ�QLQH�DQG�WHQ�\HDUV�LQ�ZKLFK�
RQH� PLJKW� QRW� H[SHFW� VLJQL¿FDQW� VWUXFWXUDO� FKDQJHV� LQ� DQ� HFRQRP\�� WKH� ¿QGLQJV� DUH� VWLOO�
VLJQL¿FDQW�DV�DQ�LQSXW�LQWR�SROLF\��,W�LV�LPSRUWDQW�WR�UHPHPEHU�WKDW�WKH�7DQ]DQLDQ�HFRQRP\�
HQMR\HG� D� KHDOWK\� JURZWK� UDWH� GXULQJ� WKLV� SHULRG�� 7KDW� JURZWK� FRXOG� KDYH� SURSHOOHG� WKH�
HFRQRP\� WR�PRUH�VWUXFWXUDO�FKDQJHV� WKDQ�ZKDW�KDV�EHHQ�REVHUYHG��%DVHG�RQ� WKHVH� UHVXOWV��
a policy issue to consider that this study highlights is the need to invest more in the sectors 
that Tanzania already has strong comparative advantage. Since Tanzania reveals a strong 
comparative advantage in natural resource-based sectors, and this advantage seems not to have 
changed in close to a decade, it is prudent to ensure that the products in these products groups 
DUH�ORFDOO\�SURFHVVHG�WR�DGG�PRUH�YDOXH�WR�WKHP�EHIRUH�WKH\�DUH�H[SRUWHG��/RFDO�SURFHVVLQJ�
RI� DJULFXOWXUDO� SURGXFWV�� ¿VK� DQG�PLQHUDOV�ZLOO� HQVXUH� WKDW�7DQ]DQLD¶V� H[SRUW� HDUQLQJV� DUH�
KLJKHU�WKDQ�WKH\�FXUUHQWO\�DUH��DQG�LW�ZLOO�DOVR�SURYLGH�WKH�QHHGHG�JUDGXDWLRQ�IURP�H[SRUWLQJ�
SULPDU\�SURGXFWV�WR�SURFHVVHG�JRRGV��)RU�H[DPSOH��7DQ]DQLD¶V�FRPSDUDWLYH�DGYDQWDJH�LQ�UDZ�
KLGHV�DQG�VNLQV�ZRXOG�SURYLGH�PRUH�EHQH¿WV�LI�WKH�KLGHV�ZHUH�ORFDOO\�SURFHVVHG�DQG�WXUQHG�
LQWR�¿QDO�SURGXFWV�EHIRUH�H[SRUWLQJ�WKHP��/RFDO�SURFHVVLQJ�RI�SULPDU\�JRRGV�ZRXOG�EH�PRUH�
EHQH¿FLDO� DV� WKH\� DWWUDFW� KLJKHU� H[SRUW� SULFHV�� DQG� WKH\� FUHDWH� HPSOR\PHQW� RSSRUWXQLWLHV��
/RFDO�SURFHVVLQJ�RI�SULPDU\�SURGXFWV�ZLOO�UHTXLUH�HQFRXUDJLQJ�IRUHLJQ�LQYHVWPHQW��ZKLFK�KDV�
WR�JR�KDQG�LQ�KDQG�ZLWK�LQYHVWLQJ�LQ�KXPDQ�FDSLWDO�GHYHORSPHQW�DQG�DGGUHVVLQJ�FRQVWUDLQWV�
LQ� WKH�EXVLQHVV� HQYLURQPHQW��+RSHIXOO\�� WKH� UHFHQW�GLVFRYHU\�RI�JDV�ZLOO� JLYH�7DQ]DQLD� DQ�
RSSRUWXQLW\�WR�H[WUDFW�UHYHQXHV�IURP�LW�DQG�WR�HQVXUH�WKDW�WKH�UHYHQXHV�DUH�XVHG�WR�LQYHVW�LQ�
KXPDQ�FDSLWDO��LQ�VHFWRUV�WKDW�7DQ]DQLD�HQMR\V�FRPSDUDWLYH�DGYDQWDJH��DQG�LQ�LPSURYLQJ�WKH�
business environment to attract investors. 

$OWKRXJK� WKH� SHULRG� XQGHU� VWXG\� LV� QRW� ORQJ� HQRXJK� WR� H[SHFW� VLJQL¿FDQW� VWUXFWXUDO�
WUDQVIRUPDWLRQ�LQ�WKH�HFRQRP\��VWLOO�WKH�¿QGLQJV�VHQG�D�VWURQJ�PHVVDJH�UHJDUGLQJ�7DQ]DQLD¶V�
FRPSDUDWLYH�DGYDQWDJH��DQG�KRZ�LW�UHÀHFWV�WKH�HFRQRP\¶V�VWUXFWXUH��7KH�¿QGLQJV�DOVR�FRQ¿UP�
WKH�NQRZQ�IDFW�WKDW�7DQ]DQLD�LV�SUHGRPLQDQWO\�DQ�DJULFXOWXUDO�HFRQRP\��ZLWK�PLQHUDOV�DOVR�
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increasingly becoming important. Such a natural resource-based economy requires strategic 
SROLFLHV�WKDW�ZLOO� WDUJHW�YDOXH�DGGLWLRQ�WR�WKH�QDWXUDO�UHVRXUFHV�LQ�RUGHU�WR�PD[LPLVH�H[SRUW�
earnings. A suggestion for further research is relating Tanzania’s evolution in comparative 
DGYDQWDJH�WR�HFRQRPLF�DQG�LQGXVWULDO�SROLFLHV��7KLV�UHVHDUFK�ZRXOG�EH�LQVLJKWIXO�LQ�SURYLGLQJ�
IXUWKHU� XQGHUVWDQGLQJ� RI� ZKHWKHU� 7DQ]DQLD¶V� WUDGH� SDWWHUQ� DQG� FRPSDUDWLYH� DGYDQWDJH� LV�
FRUUHODWHG�ZLWK�SROLFLHV�RYHU�WLPH��
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3UHVLGHQW¶V�2I¿FH��3ODQQLQJ�&RPPLVVLRQ��'DU�HV�6DODDP�

81,7('� 5(38%/,&� 2)� 7$1=$1,$� �857��� �������� ³$QDO\WLFDO� 5HSRUW� IRU�
,QWHJUDWHG� /DERXU� )RUFH� 6XUYH\� ����´�� 1DWLRQDO� %XUHDX� RI� 6WDWLVWLFV� �1%6���0LQLVWU\� RI�
3ODQQLJQ�(FRQRP\�DQG�(PSRZHUPHQW��7DQ]DQLD�*HQGHU�1HWZRUNLQJ�3URJUDPPH� �7*13���
0LQVLWU\�RI�/DERXU��(PSOR\PHQW�DQG�<RXWK�'HYHORSPHQW��0/(<'���'DU�HV�6DODDP�

:HEVLWHV��DFFHVVHG�$XJXVW���������
KWWS���ZZZ�LQWUDFHQ�RUJ
KWWS���ZZZ�XQZWR�RUJ
KWWS���ZZZ�ZHIRUXP�RUJ
KWWS���ZZZ�ERW�W]�RUJ
KWWS���ZZZ�IRUHLJQ�WUDGH�FRP�.

Appendix

Figure 1A: Tanzania’s Average Percentage Share of Traditional and Non-traditional Exports

Source:�8QLWHG�5HSXEOLF�RI�7DQ]DQLD��857���7KH�(FRQRPLF�6XUYH\������	�������
3UHVLGHQW¶V�2I¿FH��3ODQQLQJ�&RPPLVVLRQ��'DU�HV�6DODDP�
Note:�7UDGLWLRQDO�H[SRUWV�FRQVLVW�RI�FRIIHH��FRWWRQ��VLVDO��WHD��WREDFFR��FDVKHZ�QXWV�DQG�FORYHV��ZKLOH�QRQ�WUDGLWLRQDO�H[SRUWV�DUH�
PLQHUDO��PDQXIDFWXUHG�JRRGV��¿VK�DQG�¿VK�SURGXFWV��KRUWLFXOWXUDO�SURGXFWV��UH�H[SRUWV�DQG�RWKHU�H[SRUWV� 

Table 1A: Ranking of Product Groups in which Tanzania enjoys Comparative Advantage, 
BRCA Index for 2002
5$1. +6�&2'( 352'8&7�*5283 %5&$�,1'(;
1 ‘09 &RIIHH��WHD��PDWH�DQG�VSLFHV �����
2 ‘14 9HJHWDEOH�SODLWLQJ�PDWHULDOV��YHJHWDEOH�SURGXFWV�QHV �����
� µ�� 9HJHWDEOH�WH[WLOH�¿EUHV�QHV��SDSHU�\DUQ��ZRYHQ�IDEULF �����
4 µ�� Fish, crustaceans, molluscs, aquatic invertebrates nes �����
� µ�� Pearls, precious stones, metals, coins, etc �����
� µ�� (GLEOH�IUXLW��QXWV��SHHO�RI�FLWUXV�IUXLW��PHORQV �����
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Figure 1A: Tanzania’s Average Percentage Share of Traditional and Non-traditional Exports 

 

Source: United Republic of Tanzania (URT), The Economic Survey 2011 & 2010,  

President’s Office, Planning Commission, Dar es Salaam. 

Note: Traditional exports consist of coffee, cotton, sisal, tea, tobacco, cashew nuts and cloves, while non-traditional 

exports are mineral, manufactured goods, fish and fish products, horticultural products, re-exports and other 

exports.  

 

Table 1A: Ranking of Product Groups in which Tanzania enjoys Comparative Advantage,  

BRCA Index for 2002 

RANK HS 
CODE 

PRODUCT GROUP BRCA 
INDEX 

1 '09 Coffee, tea, mate and spices 63.09 

2 '14 Vegetable plaiting materials, vegetable products nes 24.96 

3 '53 Vegetable textile fibres nes, paper yarn, woven fabric 21.32 

4 '03 Fish, crustaceans, molluscs, aquatic invertebrates nes 18.10 

5 '71 Pearls, precious stones, metals, coins, etc 17.88 

6 '08 Edible fruit, nuts, peel of citrus fruit, melons 15.80 

7 '26 Ores, slag and ash 14.76 

8 '24 Tobacco and manufactured tobacco substitutes 13.49 
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� µ�� Ores, slag and ash �����
� ‘24 Tobacco and manufactured tobacco substitutes �����
9 µ�� Products of animal origin, nes �����
10 µ�� /LYH�WUHHV��SODQWV��EXOEV��URRWV��FXW�ÀRZHUV�HWF 10.19
11 µ�� &RWWRQ ����
12 µ�� (GLEOH�YHJHWDEOHV�DQG�FHUWDLQ�URRWV�DQG�WXEHUV ����
�� µ�� :DGGLQJ��IHOW��QRQZRYHQV��\DUQV��WZLQH��FRUGDJH��HWF ����
14 ‘12 Oil seed, oleagic fruits, grain, seed, fruit, etc, nes ����
�� µ�� Sugars and sugar confectionery ����
�� ‘11 0LOOLQJ�SURGXFWV��PDOW��VWDUFKHV��LQXOLQ��ZKHDW�JOXWHQ ����
�� µ�� Salt, sulphur, earth, stone, plaster, lime and cement ����
�� µ�� &RFRD�DQG�FRFRD�SUHSDUDWLRQV ����
19 ‘41 5DZ�KLGHV�DQG�VNLQV��RWKHU�WKDQ�IXUVNLQV��DQG�OHDWKHU ����
20 µ�� *ODVV�DQG�JODVVZDUH ����
21 µ�� 5HVLGXHV��ZDVWHV�RI�IRRG�LQGXVWU\��DQLPDO�IRGGHU ����
22 µ�� Knitted or crocheted fabric ����
�� ‘10 &HUHDOV ����
24 µ�� /DF��JXPV��UHVLQV��YHJHWDEOH�VDSV�DQG�H[WUDFWV�QHV ����
�� ‘01 Live animals 1.40

Source: Author’s calculation based on Intracen data. 
Note: 7KH�%5&$�,QGH[�ZDV�FDOFXODWHG�XVLQJ�HTXDWLRQ��. 

Table 2A: Ranking of Product Groups in which Tanzania enjoys Comparative Advantage, 
BRCA Index for 2011
5$1. +6�&2'( 352'8&7�*5283 %5&$�,1'(;
1 ‘09 &RIIHH��WHD��PDWH�DQG�VSLFHV �����
2 µ�� 9HJHWDEOH�WH[WLOH�¿EUHV�QHV��SDSHU�\DUQ��ZRYHQ�IDEULF �����
� µ�� Ores, slag and ash �����
4 µ�� Pearls, precious stones, metals, coins, etc �����
� ‘24 Tobacco and manufactured tobacco substitutes �����
� ‘11 0LOOLQJ�SURGXFWV��PDOW��VWDUFKHV��LQXOLQ��ZKHDW�JOXWHQ ����
� µ�� /LYH�WUHHV��SODQWV��EXOEV��URRWV��FXW�ÀRZHUV�HWF ����
� µ�� Fish, crustaceans, molluscs, aquatic invertebrates nes ����
9 µ�� (GLEOH�IUXLW��QXWV��SHHO�RI�FLWUXV�IUXLW��PHORQV ����
10 µ�� 2WKHU�PDGH�WH[WLOH�DUWLFOHV��VHWV��ZRUQ�FORWKLQJ�HWF ����
11 ‘12 Oil seed, oleagic fruits, grain, seed, fruit, etc, nes ����
12 µ�� (GLEOH�YHJHWDEOHV�DQG�FHUWDLQ�URRWV�DQG�WXEHUV ����
�� µ�� Salt, sulphur, earth, stone, plaster, lime and cement 4.10
14 µ�� &RWWRQ ����
�� µ�� :DGGLQJ��IHOW��QRQZRYHQV��\DUQV��WZLQH��FRUGDJH��HWF 2.91
�� µ�� Fertilizers ����
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�� µ�� &RFRD�DQG�FRFRD�SUHSDUDWLRQV ����
�� µ�� Animal, vegetable fats and oils, cleavage products, etc 1.92
19 ‘41 5DZ�KLGHV�DQG�VNLQV��RWKHU�WKDQ�IXUVNLQV��DQG�OHDWKHU ����
20 ‘14 9HJHWDEOH�SODLWLQJ�PDWHULDOV��YHJHWDEOH�SURGXFWV�QHV ����
21 µ�� 5HVLGXHV��ZDVWHV�RI�IRRG�LQGXVWU\��DQLPDO�IRGGHU ����
22 µ�� 6RDSV��OXEULFDQWV��ZD[HV��FDQGOHV��PRGHOOLQJ�SDVWHV ����
�� µ�� *ODVV�DQG�JODVVZDUH ����
24 µ�� ,PSUHJQDWHG��FRDWHG�RU�ODPLQDWHG�WH[WLOH�IDEULF 1.22
�� µ�� )XUVNLQV�DQG�DUWL¿FLDO�IXU��PDQXIDFWXUHV�WKHUHRI 1.19
�� µ�� Products of animal origin, nes ����
�� µ�� ([SORVLYHV��S\URWHFKQLFV��PDWFKHV��S\URSKRULFV��HWF 1.02

Source: Author’s calculation based on Intracen data.
Note:�7KH�%5&$�,QGH[�ZDV�FDOFXODWHG�XVLQJ�HTXDWLRQ���

7DEOH��$��&ODVVL¿FDWLRQ�RI�%URDG�6HFWRUV
����� $QLPDO�	�$QLPDO�3URGXFWV
����� 9HJHWDEOH�3URGXFWV
����� Foodstuffs
����� Mineral Products
����� &KHPLFDOV�	�$OOLHG�,QGXVWULHV�
����� 3ODVWLFV���5XEEHUV
����� 5DZ�+LGHV��6NLQV��/HDWKHU��	�)XUV
44-49 :RRG�	�:RRG�3URGXFWV
����� 7H[WLOHV
����� )RRWZHDU���+HDGJHDU
����� Stone / Glass
����� Metals
����� 0DFKLQHU\���(OHFWULFDO
����� Transportation
�����   Miscellaneous
�����   Service

Source: KWWS���ZZZ�IRUHLJQ�WUDGH�FRP�.
Note:�7KH�FODVVL¿FDWLRQ�RI�WKH�EURDG�VHFWRUV�IROORZV�ZZZ�IRUHLJQ�WUDGH�FRP��7KDW�LV��SURGXFWV�JURXSV�XQGHU�+6�FRGH�DUH�FODVVL¿HG�
into the ones given above based on the commodities in those product groups.

Table 4A: Ranking of Product Groups in which Tanzania enjoys Comparative Advantage, 
RCA Index Using Country Data for 2001
5$1. +6�&2'( 352'8&7�*5283 5&$�,1'(;
1 ‘09 &RIIHH��WHD��PDWH�DQG�VSLFHV ����
2 µ�� Pearls, precious stones, metals, coins, etc ����
� ‘41 5DZ�KLGHV�DQG�VNLQV��RWKHU�WKDQ�IXUVNLQV��DQG�OHDWKHU ����
4 ‘14 9HJHWDEOH�SODLWLQJ�PDWHULDOV��YHJHWDEOH�SURGXFWV�QHV ����
� µ�� Products of animal origin, nes ����
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� µ�� Fish, crustaceans, molluscs, aquatic invertebrates nes ����
� µ�� /LYH�WUHHV��SODQWV��EXOEV��URRWV��FXW�ÀRZHUV�HWF ����
� µ�� (GLEOH�IUXLW��QXWV��SHHO�RI�FLWUXV�IUXLW��PHORQV ����
9 µ�� Ores, slag and ash ����
10 µ�� )XUVNLQV�DQG�DUWL¿FLDO�IXU��PDQXIDFWXUHV�WKHUHRI ����
11 µ�� Knitted or crocheted fabric ����
12 ‘24 Tobacco and manufactured tobacco substitutes ����
�� µ�� 9HJHWDEOH�WH[WLOH�¿EUHV�QHV��SDSHU�\DUQ��ZRYHQ�IDEULF ����
14 µ�� &RFRD�DQG�FRFRD�SUHSDUDWLRQV ����
�� µ�� 5HVLGXHV��ZDVWHV�RI�IRRG�LQGXVWU\��DQLPDO�IRGGHU ����
�� ‘12 Oil seed, oleagic fruits, grain, seed, fruit, etc, nes ����
�� µ�� (GLEOH�YHJHWDEOHV�DQG�FHUWDLQ�URRWV�DQG�WXEHUV 2.00
�� µ�� /DF��JXPV��UHVLQV��YHJHWDEOH�VDSV�DQG�H[WUDFWV�QHV ����
19 µ�� &RWWRQ ����
20 ‘01 Live animals ����
21 ‘44 :RRG�DQG�DUWLFOHV�RI�ZRRG��ZRRG�FKDUFRDO ����
22 ‘02 Meat and edible meat offal ����
�� µ�� Salt, sulphur, earth, stone, plaster, lime and cement ����
24 µ�� *ODVV�DQG�JODVVZDUH ����
�� µ�� :DGGLQJ��IHOW��QRQZRYHQV��\DUQV��WZLQH��FRUGDJH��HWF ����
�� µ�� Articles of apparel, accessories, knit or crochet ����
�� µ�� 0DQXIDFWXUHV�RI�SODLWLQJ�PDWHULDO��EDVNHWZRUN��HWF� 0.01

Source: Author’s calculation based on Intracen data.
Note: 7KH�5&$�,QGH[�ZDV�FDOFXODWHG�XVLQJ�HTXDWLRQ���

Table 5A: Ranking of Product Groups in which Tanzania enjoys Comparative Advantage, 
RCA Index Using Country Data for 2011
5$1. +6�&2'( 352'8&7�*5283 5&$�,1'(;
1 µ�� Pearls, precious stones, metals, coins, etc ����
2 µ�� Ores, slag and ash ����
� ‘09 &RIIHH��WHD��PDWH�DQG�VSLFHV ����
4 ‘41 5DZ�KLGHV�DQG�VNLQV��RWKHU�WKDQ�IXUVNLQV��DQG�OHDWKHU ����
� µ�� )XUVNLQV�DQG�DUWL¿FLDO�IXU��PDQXIDFWXUHV�WKHUHRI ����
� µ�� Fish, crustaceans, molluscs, aquatic invertebrates nes ����
� µ�� Products of animal origin, nes ����
� µ�� (GLEOH�YHJHWDEOHV�DQG�FHUWDLQ�URRWV�DQG�WXEHUV ����
9 µ�� (GLEOH�IUXLW��QXWV��SHHO�RI�FLWUXV�IUXLW��PHORQV ����
10 µ�� /LYH�WUHHV��SODQWV��EXOEV��URRWV��FXW�ÀRZHUV�HWF ����
11 µ�� &RWWRQ ����
12 ‘24 Tobacco and manufactured tobacco substitutes ����
�� µ�� &RFRD�DQG�FRFRD�SUHSDUDWLRQV ����
14 ‘12 Oil seed, oleagic fruits, grain, seed, fruit, etc, nes ����
�� ‘14 9HJHWDEOH�SODLWLQJ�PDWHULDOV��YHJHWDEOH�SURGXFWV�QHV ����
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�� µ�� 5HVLGXHV��ZDVWHV�RI�IRRG�LQGXVWU\��DQLPDO�IRGGHU ����
�� µ�� 9HJHWDEOH�WH[WLOH�¿EUHV�QHV��SDSHU�\DUQ��ZRYHQ�IDEULF ����
�� µ�� Silk ����
19 µ�� ,PSUHJQDWHG��FRDWHG�RU�ODPLQDWHG�WH[WLOH�IDEULF ����
20 µ�� Works of art, collectors pieces and antiques ����
21 µ�� :DGGLQJ��IHOW��QRQZRYHQV��\DUQV��WZLQH��FRUGDJH��HWF ����
22 ‘91 &ORFNV�DQG�ZDWFKHV�DQG�SDUWV�WKHUHRI ����
�� µ�� 3XOS�RI�ZRRG��¿EURXV�FHOOXORVLF�PDWHULDO��ZDVWH�HWF ����
24 µ�� 2WKHU�PDGH�WH[WLOH�DUWLFOHV��VHWV��ZRUQ�FORWKLQJ�HWF ����
�� µ�� Toys, games, sports requisites ����
�� ‘44 :RRG�DQG�DUWLFOHV�RI�ZRRG��ZRRG�FKDUFRDO ����
�� ‘11 0LOOLQJ�SURGXFWV��PDOW��VWDUFKHV��LQXOLQ��ZKHDW�JOXWHQ ����
�� µ�� Articles of apparel, accessories, knit or crochet ����
29 µ�� &RSSHU�DQG�DUWLFOHV�WKHUHRI 0.42
�� µ�� *ODVV�DQG�JODVVZDUH ����
�� µ�� 6RDSV��OXEULFDQWV��ZD[HV��FDQGOHV��PRGHOOLQJ�SDVWHV ����
�� µ�� Salt, sulphur, earth, stone, plaster, lime and cement 0.22
�� µ�� 0DQXIDFWXUHV�RI�SODLWLQJ�PDWHULDO��EDVNHWZRUN��HWF� 0.10

Source: Author’s calculation based on Intracen data.
Note:�7KH�5&$�,QGH[�ZDV�FDOFXODWHG�XVLQJ�HTXDWLRQ���

Table 6A: Detailed Inter-temporal Variation of Tanzania’s RCA
3URGXFW�JURXSV�IRU�ZKLFK�7DQ]DQLD�KROGV�FRPSDUDWLYH�DGYDQWDJH����������� �����������������������
Number of product groups that retained advantage: 24
Number of product groups that gained advantage1: 10
+6�&2'( 352'8&7�*5283
µ�� 9HJHWDEOH�WH[WLOH�¿EUHV�QHV��SDSHU�\DUQ��ZRYHQ�IDEULF
µ�� Pearls, precious stones, metals, coins, etc
µ�� Ores, slag and ash
‘24 Tobacco and manufactured tobacco substitutes
µ�� /LYH�WUHHV��SODQWV��EXOEV��URRWV��FXW�ÀRZHUV�HWF
‘12 Oil seed, oleagic fruits, grain, seed, fruit, etc, nes
‘11 0LOOLQJ�SURGXFWV��PDOW��VWDUFKHV��LQXOLQ��ZKHDW�JOXWHQ
µ�� Salt, sulphur, earth, stone, plaster, lime and cement
µ�� &RFRD�DQG�FRFRD�SUHSDUDWLRQV
µ�� 5HVLGXHV��ZDVWHV�RI�IRRG�LQGXVWU\��DQLPDO�IRGGHU
Number of product groups that lost advantage1: 14
‘14 9HJHWDEOH�SODLWLQJ�PDWHULDOV��YHJHWDEOH�SURGXFWV�QHV
µ�� Fish, crustaceans, molluscs, aquatic invertebrates nes
µ�� (GLEOH�IUXLW��QXWV��SHHO�RI�FLWUXV�IUXLW��PHORQV
µ�� Products of animal origin, nes
µ�� &RWWRQ
µ�� (GLEOH�YHJHWDEOHV�DQG�FHUWDLQ�URRWV�DQG�WXEHUV
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µ�� :DGGLQJ��IHOW��QRQZRYHQV��\DUQV��WZLQH��FRUGDJH��HWF
µ�� Sugars and sugar confectionery
‘41 5DZ�KLGHV�DQG�VNLQV��RWKHU�WKDQ�IXUVNLQV��DQG�OHDWKHU
µ�� *ODVV�DQG�JODVVZDUH
µ�� Knitted or crocheted fabric
‘10 &HUHDOV
µ�� /DF��JXPV��UHVLQV��YHJHWDEOH�VDSV�DQG�H[WUDFWV�QHV
‘01 Live animals
Number of product groups that retained their ranking: 3
‘09 &RIIHH��WHD��PDWH�DQG�VSLFHV
µ�� (GLEOH�YHJHWDEOHV�DQG�FHUWDLQ�URRWV�DQG�WXEHUV
‘41 5DZ�KLGHV�DQG�VNLQV��RWKHU�WKDQ�IXUVNLQV��DQG�OHDWKHU
1XPEHU�RI�SURGXFW�JURXSV�WKDW�JDLQHG�ORVW�PRUH�WKDQ�WHQ�UDQNV
Product groups gained: 1 +6�&2'( 6(&725

‘11

Milling 
products, 
malt, starches, 
LQXOLQ��ZKHDW�
gluten

Product groups that lost: 2 +6�&2'( 6(&725
µ��
Products of animal origin, nes

‘14

9HJHWDEOH�
plaiting 
materials, 
vegetable 
products nes

Source: Author’s calculation based on Intracen data.


