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Purpose of this summary document
This brief provides a high-level summary of the National Engineered Wood Sector Development
Framework. It sets out:
• The potential of Tanzania’s Engineered Wood Sector to support Tanzania Vision 2025 and
the national industrialization agenda
• The challenges and opportunities that need to be addressed
• The specific interventions required to grow the sector
The Development Framework and this summary have been developed by the Tanzania National
Business Council (TNBC) Forest Working Group, with the involvement of the engineered wood
products (EWP) policy, economics, and business experts.
The full submission paper on the Development Framework can be accessed by contacting the
TNBC Secretariat1
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Importance of the Engineered Wood Products (EWPs)
sector in Tanzania
Engineered wood products include plywood, fibre boards, medium density fibreboard (MDF) and
block and finger jointed boards among other products. These are manufactured by binding or fixing
strands, particles, fibres, veneers or boards of wood with adhesives or other methods. There is
growing domestic demand for EWPs, as well as significant regional and overseas markets demand.

Major economic potential
EWP value chain diversification will enhance economic development, industrialization,
employment creation, fiscal revenue and forex earnings, delivering significant economic benefits
to investors, the sector and the country at large (Ruhinduka et al., 2020).
The EWP industry also has the potential for processing integration. For instance in the sawmill
industry, residue from sawmills can be used to make other products targeting various end uses
such as furniture, construction and energy through briquettes (TNBC, 2020).

Growing domestic markets
Currently, Tanzania is a net importer of plywood, particle board and MDF. With increasing
investments in domestic production and market development, there is an opportunity to reverse
this trend.
Increasing demand for sustainable building products in the construction sector presents a growing
domestic market for Tanzanian EWP products. Plywood consumption has been growing steadily
at the rate of 3% per annum (Margules Groome, 2019).
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Significant regional and overseas market demand exists
for Tanzania
Demand for EWP is growing globally, with African and Middle Eastern markets presenting
significant growth potential. The opportunity to export to other regional and overseas markets
is substantial.
Countries such as Rwanda, Zambia, Kenya, Ethiopia, and South Africa are net importers of EWP
and are strong potential regional markets for Tanzania’s products (Fig 1). Similarly, UAE and India,
also net importers of EWPs, are geographically well situated for trade with Tanzania (Margules
Groome, 2019).
Figure I: Regional and International EWP Trade Balance
Net trade (Exp - Imp)
‘000 m3, 2018
Logs
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Timber

-36

-0.3
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-1

-1
7,421

-37,593
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-40

-47
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-2
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-52

-8

-23

-4

-0.5

-9

-3

-0.3

-0.2

-4,472

Zambia
Rwanda

96
-0.3

4
-0.11

Uganda

11

Malawi

0.2

3

588

13

South Africa

17

-11

-50

7

-0.03

5

3
-6

-2
95

Net importer
Source: FAO, UNComtrade

Figure I: Regional and International EWP Trade Balance – shows significant market potential
for Tanzania in regional and overseas markets accessible to Tanzania that are net importers of
various EWP products. The data for each country shows whether it is a net importer (left) or
net exporter (right) of a given product.
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The opportunity
Tanzania is well positioned to take advantage of globally occurring rapid developments and
innovations in the engineered wood products. This modernization of the wood processing
industries via EWPs presents the following opportunities.
• First, it will help the country to address the challenge of decreasing raw material supply
through improved efficient utilization of raw material and waste; currently abundant waste
such as saw dust and timber off-cuts from saw-milling industries can become raw materials
for EWP industries, thereby facilitating integration of different industries. This can be
achieved through promotion of investment in EWP industries such as plywood, MDF, block
and finger jointed boards.
• Secondly, in a similar vein, EWP can address the challenge of reduced availability of largesized logs as raw material. In this case, there is an opportunity for EWP value chain to
benefit individual private growers – in terms of markets and incomes - as it can efficiently
use small dimension and short rotation trees that are prevalent in private plantations and
woodlots whose proportion of Tanzania’s wood supply is rapidly growing.
• Thirdly, there is also the huge opportunity for EWP to be part of a ‘green economy’ future,
that will cater for sustainable, environmentally-sound industrial development. Tanzania’s
EWP industries can make use of increasing demand for alternative, more sustainable ‘green
design’ and higher quality wood products for construction and furniture industries. In this
case, production of cross-laminated timber is encouraged as a product that Tanzania should
aim for eventually as part of sustainable housing and high value exports.
• Forth, in contrast to the current situation whereby there is growth in global wood prices,
but Tanzania prices remain stagnant, working towards a vision of higher value EWPs that
will penetrate the export markets, will benefit from increasing global wood prices. Thus,
ultimately accessing higher value, global markets will also strengthen the Tanzanian shilling
currency.
• Additionally, EWPs can help processors to minimize cost of production and maximize
processing returns, while also aligning with government policies to further develop domestic
wood-based industries and creating alternative markets to those that exist for conventional
timber products.
Currently, the EWP sector is on the first steps of a development journey, mostly producing low
value, low quality, and relatively low-priced products with a significant environmental footprint.
Yet, there is a desire to move up the quality ladder, which forms the vision for EWP development
in Tanzania. Hence, the opportunity observed here is not accepting the status quo but putting
out the vision for how diversification of investment, products, and markets will enable Tanzania
to create greater value from EWPs as a central part of sustainable, environmental-friendly and
inclusive industrialization.

4

NATIONAL ENGINEERED WOOD SECTOR

HIGH-LEVEL BRIEF

DEVELOPMENT FRAMEWORK

If the full potential of the commercial forestry industry, including EWPs, is realised, it can make
a significant contribution to both rural and urban industrialization and Tanzania’s economic
development.
The sector has substantial economic potential. It can create decent employment for many
Tanzanians and contribute to gross domestic product (GDP) while also increasing export
earnings and fiscal revenues (Table 1).
Table I: Tanzania has the potential to replicate the success of other countries such as
Vietnam, which have invested in the development of commercial forestry sector and
EWP in particulara
CURRENT SITUATION

BY 2035

Annual % increase of forestry
contribution to GDP

3.5%

8%

Employment in sector

140,835

1,0127316

US$ -148m

US$ 50m

Enhanced trade balance
(exports vs imports)

Source: Adopted from Tanzania Draft Commercial Forestry Vision (2019 – 2035), and some data e.g. on employment
updated based on more recent research conducted under the TNBC-FWG.

 The sector
has substantial
economic potential.
It can create decent
employment for
many Tanzanians
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The sector also contributes to several other sectors, for example, through the delivery of
construction materials for the rapidly growing construction sector, supply of wooden poles for
rural electrification, and the manufacture of wood and paper-based products. Most of these are
expected to grow substantially by 2035 (Margules Groome, 2019) driven by population growth,
economic development and industrialization.
EWPs present a genuine opportunity to diversify forestry value chains, which will have spill-over
benefits for the wider economy. For example, domestic production of furniture and construction
materials will improve balance of payments by reducing reliance on imports and generating
foreign currency through exports.

Critical success factors and goals
The success of the EWP sector is dependent on two critical factors: (i) TNBC achieving the
commitment of both public and private sector stakeholders for the Framework as well as (ii)
facilitating adequate funding.
Close working partnerships with a range of ministries are necessary. These include: the Ministry
of Natural Resources and Tourism (MNRT); the Ministry of Industry and Trade (MIT); the
Ministry of Finance and Planning (MFP) and the Ministry of Education, Science, Technology
and Vocational Training (MESTVT), in collaboration with the Vocational Education and Training
Authority (VETA).
To ensure the achievement of multiple interconnected goals, substantial coordination is required
of key government and industry actors:
• Accessibility and affordability of capital
• Reviews of licenses, permits, taxes, charges and fees in the commercial forestry sector to
remove barriers to entry to this market
• Development of forest-based processing clusters to promote EWP investments. Clusters
are areas with ample forest resources providing raw material, as well as current and
potential processing capacity for industrial development.
• Review of Tanzania Investment Centre incentive packages to accommodate the
strengthening of technological capacity amongst EWP SMEs
• Development of a multi-purpose training programme, including technical/vocational training
for individuals engaged in the making, marketing, and distribution of a range of simple to
complex engineered wood products.
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Challenges that may impact promotion
of EWP investment
Despite potential and ongoing efforts, there are several challenges facing the EWP sector.
These need to be addressed for the full potential of the sector to be realised.

Forest management
a. Lack of a strategic plan for forest concessions that will attract private capital for forest
plantations on public lands i.e., Public Private Partnership (PPP)
b. Limited focus to date on the positive regulatory and business environment that can
promote the growth of small private forest plantations/woodlots that represent the larger
part of private plantations
c. Gap in activities to improve productivity of unreserved forests, small holder private
plantations/small tree growers and woodlots. Such gaps include:
• Inadequate standards for enhancing the quality assurance system for improved seeds
• Lack of incentives (e.g., tax waivers or reductions) for imported improved seeds, which
makes such seeds expensive
• Insufficient extension and advisory services to tree growers with consequent poor
management practices of forest stands leading to low productivity and quality
d. Lack of efficient waste management systems to deal with by-products of EWP processing,
generated by timber processing and other post-harvest log residues from EWP processing

Industry and trade
a. Lack of forest-based industrial clusters i.e., areas with high concentration of raw materials
infrastructure, processing facilities and services to facilitate growth and EWP production
b. Limited technological capacity especially among SMEs, leading to poor production practices
that negatively affect the quality of EWPs, which in turn makes it difficult to penetrate the
export market
c. Low quality EWPs due to limited development and enforcement of standards, quality
assurance, accreditation, and metrology (SQAM) infrastructure, resulting in Tanzania being
unable to adequately access regional and international markets
d. Limited financial capability hindering SMEs that dominate the sector due to limited
access to commercial loans due to high interest rates and unaffordable loan conditions and
this prevents them from investing in new value chains such as EWP and engaging in export
markets
e. EWP industry growth hindered by multiple taxes and fees; currently there are about
18 taxes, charges and fees for dealers in the processing and selling of most EWPs in the
domestic market and 24 for exporters (Msambichaka and Nyello, 2019)
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Tanzania Government efforts towards promoting EWPs
Despite the challenges described above, the Government of Tanzania is making efforts to
promote EWPs.
a. Enabling a sustainable EWPs sector through the implementation of the 1998 Forest
Policy. The policy addressed forest land management and raw materials production and saw
the emergence of private tree growers who helped to narrow the gap between demand and
supply of raw materials. (Though this was delayed due to the length of time it takes trees to
grow). EWP investments can simultaneously increase value addition, while also encouraging
sustainable production of raw materials. Today, private growers have a larger share of forest
plantations and woodlots than the government. This provides a broadened raw material
base for industrial development.
b. Developing EWP industries and trade through the implementation of the 1998 Forest
policy; this resulted in the emergence of private establishments in wood processing,
marketing and distribution in the EWP sector. Prior to 1998 all forest estates in Tanzania
were state property. The emerging private sector brings in private capital to complement
state investment in infrastructure and services.
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 …there are
over 20 engineered
wood factories in
Tanzania

Current size of the EWP Sector
Presently there are over 20 engineered wood factories in Tanzania producing various
EWP products including veneer sheets, plywood and marine boards, manufacturing block
boards, finger-jointed boards and fibre boards. Medium Density Fibre Board (MDF) factories in
currently being established. A recent labour study, focusing on nine districts/municipalities from
five Tanzania Regions, showed that the commercial forestry sector (beyond primary production)
has employed 140,835 people (FDT 2020). The rapid growth of the Engineered Wood Sector
implies is growing share of this contribution. A study by Ruhinduka et al. (2020) showed that
a representative tree farmer would earn TZS. 5,600,000.00 more per hectare of harvested wood
under the EWP regime compared to what s/he earns under the sawn-timber regime. Similarly,
the Government and the processing investor would collect more revenue per a cubic meter
from EWP value chain compared to sawn-timber regime. The study also showed that enhancing
EWP production in our country will lead to import substitution and thus save foreign exchange.
• EWP industries are now benefiting from incentives created by the Tanzania Investment
Centre (TIC). E.g., import duty waiver on raw materials used to produce goods for
exports; zero-rated VAT on exports; and zero percent import duty on capital goods
such as EWP machinery despite the fact that only large EWP firms benefit from such
exemption.
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Unlocking the potential of the EWP industry in Tanzania
Short-term recommendations
a. Ensure accessibility and affordability to capital
The Tanzania Investment Bank (TIB) and Tanzania Agricultural Development Bank (TADB)
have an important role to play increasing access to finance for EWP firms and small and
medium scale tree growers through:
• Strategies that encourage financial institutions to provide loans at affordable rates
• Establishment of Loan Guarantee Schemes by TIB and TADB to simplify accessibility
to loans from commercial banks
b. Examine the licenses, permits, taxes, charges and fees in the commercial forestry
sector
One of the factors that limits investments into new value chains in the Tanzania Commercial
Forestry sector is excessive licenses and permits. The following measures would simplify the
process of onboarding them:
• Eliminating VAT payment on standing trees
• Enforcing payment of “CESS” at the source to avoid commercial enterprises paying CESS
multiple times
• Recognition of business licenses offered by respective councils, by the Ministry of
Industry and Trade, and elimination of exporter council licenses and certificates
• Provision of tax incentives by the government to nurture the sector, such as eliminating
VAT payment on imported EWP processing technologies

Medium-term recommendations
a. Develop forest-based processing clusters to promote EWP investments. Clusters
with high concentration of raw materials deliberately targeted at concentrate processing
facilities will facilitate matching production with demand, and will direct investments
into industries, infrastructure (e.g. roads & electricity), plus other supporting services.
Development of industrial clusters/zones will be useful for promoting local and foreign
investments, by:
• Reducing the production costs through integrated processing
• Effective utilization of log processing residues for production of EWPs
b. Strengthen technological capacity of EWP firms
The Government should strengthen the technological capacity of EWP firms, especially
SMEs. This can be done by reviewing the Tanzania Investment Centre incentives, which
EWP firms do not currently qualify for
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Long-term recommendations
Launch a multi-purpose training programme
The EWP sector, like any other, needs people who are qualified in the necessary areas of
expertise, to ensure sustainability and growth of the enterprise. Training the workforce for EWP
can be divided into two main areas:
• Technical/vocational training for individuals engaged in simple furniture making up to
complex wood products, such as EWP. Training should focus on manufacturing, product
design, maintenance and development of engineered wood industry equipment and the
adoption of latest engineered wood technology
• Business skills training in areas such as research, planning, branding, marketing,
advertising, finance, negotiations and logistics

Turning opportunity into action – priority next steps
• TNBC Executive and Council to endorse the National Engineered Wood Sector
Development Framework as an instrument for supporting industrialization via commercial
forestry
• TNBC in collaboration with relevant Ministries (MNRT, MIT, MFP, PO-RALG, MESTVT) to
facilitate formation of structures for coordination and mobilization of financial and nonfinancial resources to support implementation of the EWP Framework.
• TNBC to convene key ministries to establish buy-in and support of the vision, specifically:
increasing access to finance for EWP firms; limiting barriers to entry into the EWP market;
identifying priority investment areas and government guidance for the promotion of EWP
investment; strengthening the technological capacity of EWP SMEs
• TNBC to facilitate Public Private Dialogue among all the key stakeholders identified in the
framework to agree the full set of workstreams provided in the National EWP Framework
and delivery teams to achieve the short, medium, and long-term recommendations.
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