The Tanzanian E-Commerce Crucible: A
Case Study of Market Entry, Survival,
and Exit

Executive Summary

Tanzania's e-commerce market presents a compelling yet challenging paradox for businesses
and investors. It is a high-friction, high-potential environment defined by the disconnect
between its advanced digital payment infrastructure and nascent formal e-commerce
adoption. Despite the near-ubiquitous use of mobile money and a large, youthful population
poised for digital consumption, the formal e-commerce sector has proven to be a crucible,
testing and often breaking even the most well-funded international players. Those who have
failed have consistently misunderstood the market's fundamental drivers: the primacy of deep
localization, the critical role of interpersonal trust, and the complex realities of informal
logistics. Success, where it exists, is found among smaller, agile local players who operate
within these constraints. The future growth of the market is contingent not on technological
innovation alone, but on solving deep-seated infrastructural, behavioral, and trust-related
challenges.

The market is currently characterized by a handful of active local marketplaces, such as
Zudua and Dar Shopping, a dominant classifieds player in Jiji, and a significant history of
high-profile failures, most notably Jumia and OLX (via acquisition). Consumer behavior
remains firmly anchored in social commerce, with platforms like WhatsApp and Instagram
serving as the primary channels for product discovery, negotiation, and transaction
arrangement. This preference is driven by a profound trust deficit in formal online payment
systems, leading to an overwhelming reliance on Cash on Delivery (COD). The primary barriers
to the growth of formal e-commerce can be summarized as a trinity of challenges: a lack of
consumer trust, underdeveloped last-mile logistics exacerbated by poor addressing systems,
and persistent low levels of digital literacy among the mass-market consumer base.

The failure of international models, particularly Jumia's, can be attributed to a fundamental
lack of product-market fit. Strategies predicated on rapid, capital-intensive, pan-African
scaling were ill-suited to Tanzania's unique context. These failures stemmed from an inability
to localize operations to address the trust and logistics issues, and a critical failure to build a
human, relatable brand connection in a market where commerce is inherently relational.
Consequently, the only viable path to success appears to be a deeply localized, trust-centric
model. Such a model would likely blend online platforms with offline touchpoints and leverage



the existing mobile money infrastructure not merely as a payment option, but as a core pillar
of the business and trust-building model.

The planned market entry of Kenyan e-commerce platform Kilimall represents a critical test
case for the near future. Its strategic approach, which appears to have been designed with
the lessons of Jumia's failure in mind, will be a key indicator of the market's evolution. Kilimall's
success or failure will signal whether the Tanzanian e-commerce landscape has matured
enough to support a scaled marketplace, or if the fundamental barriers identified in this
report remain, for the time being, insurmountable for large-scale players.

The Tanzanian Digital Commerce Landscape: An
Overview

To comprehend the dynamics of e-commerce in Tanzania, it is essential to first understand
the unique socio-technical and economic environment in which platforms must operate. The
country's landscape is a complex tapestry of immense demographic potential, rapidly
evolving digital access, a payment system that has leapfrogged traditional banking, and a
consumer culture where informal, trust-based commerce remains dominant.

Demographics and Market Potential

Tanzania's demographic profile presents a powerful long-term tailwind for digital economic
growth. The nation is home to a large and rapidly growing population, recorded at 70.5 million,
with an exceptionally youthful median age of just 17.5 years.' This demographic structure
signifies a vast, digitally native consumer base that will enter its prime consumption years over
the next decade. However, this potential is tempered by current economic realities. A
significant portion of the population, 63.4%, resides in rural areas, which presents formidable
challenges for logistics, market access, and service delivery.?

Despite these challenges, the theoretical market size is substantial and growing. The
e-commerce market was projected to generate revenue of
US461millionin2024.[3]Moreoptimistically,otheranalysesvaluethemarketatUS2.7 billion, with a
projected compound annual growth rate (CAGR) of 27.6%, potentially reaching US$7.2 billion
by 2029." These impressive figures highlight the immense potential that has attracted, and
subsequently frustrated, numerous market players. The discrepancy in these valuations likely
stems from differing definitions of "e-commerce," with larger figures encompassing the vast,



informal digital commerce sector. This distinction is critical; the addressable market for a
formal e-commerce platform is a fraction of the total digitally-influenced transaction value,
and growth depends on the difficult task of converting users from informal to formal channels.

The Digital Divide: Internet and Mobile Penetration

Tanzania's journey toward digital connectivity has been one of rapid acceleration. Early
reports painted a picture of a severely underserved market, with internet penetration figures
as low as 5.3%." Data from around 2018 placed the figure at a modest 15% of the population,
or approximately 8.44 million users, lagging behind regional and continental averages.®
However, the landscape has transformed dramatically, driven by strategic infrastructure
investments. The introduction of the first fiber optic submarine cables in 2009-2010 marked a
turning point, moving the country away from expensive and limited satellite connections.®

This investment catalyzed growth, with the number of internet users rising to 23 million by the
end of 2017." More recent analyses indicate that as of 2021, half the population had access to
either mobile or fixed broadband.? This progress underscores a mobile-first, and often
mobile-only, reality. Mobile phones account for a dominant 85% of all web traffic in the
country.’ This behavior dictates that any successful digital platform must be designed with a
mobile-centric user experience at its core, as desktop usage is a niche activity.*

The Payment Paradox: Dominance of Mobile Money

The most defining characteristic of Tanzania's digital economy is its financial landscape. The
country has effectively leapfrogged traditional banking infrastructure, with mobile money
services like M-Pesa and Airtel Money becoming the primary financial tool for the vast
majority of the population. Over 95% of Tanzanians above the age of 15 are regular users of
mobile money.” In stark contrast, only 23% of the adult population holds a bank account, and a
negligible sub-1% has access to a credit card.

This reality creates what can be termed the "Mobile Money Paradox.” On one hand, the
country possesses a near-universal, sophisticated digital payment system. On the other, this
system's success in facilitating peer-to-peer (P2P) transactions has entrenched a behavioral
model that is resistant to the impersonal, platform-based payment systems typical of global
e-commerce. Tanzanian consumers are highly comfortable sending money directly to an
individual seller they have communicated with, but deeply skeptical of entering payment



details into a corporate website or app. This indicates that the primary challenge for
e-commerce is not a lack of payment infrastructure, but a deficit in payment psychology and
trust. For any platform to succeed, it must not simply accept mobile money; it must build its
entire transaction and trust model around the familiar, direct P2P-like experience that
consumers already know and trust.

The Real E-Commerce: Social and Informal Commerce

Given the context of consumer behavior and the trust deficit, the de facto e-commerce
market in Tanzania operates not on formal marketplaces, but on social media platforms. The
typical online purchasing journey begins with product discovery on Facebook, which had 4.35
million users in early 2022, or Instagram, with 3.15 million users.? Once a product is found, the
customer contacts the seller directly, often via WhatsApp, to negotiate the price and arrange
for delivery and payment.?

This informal ecosystem thrives precisely because it circumvents the systemic weaknesses
that plague formal platforms. It is built on a foundation of direct, person-to-person
communication, which fosters trust. It leverages existing, hyper-local logistics networks, such
as boda-boda (motorcycle taxi) riders, for flexible and immediate delivery. Payments are
typically made via mobile money directly to the seller's number or as cash upon delivery,
eliminating the perceived risk of online payment fraud.” This informal sector represents the
true state of e-commerce in the country, and any formal platform's success is contingent on
its ability to offer a value proposition compelling enough to pull users away from this
established, trusted, and highly convenient mode of transaction.

The Survivors: A Profile of Active E-Commerce
Platforms

Against the challenging backdrop of Tanzania's digital commerce landscape, a number of
platforms have managed to establish and maintain operations. These survivors, predominantly
local in origin, have navigated the market's complexities through varied strategies, from
broad-based marketplace models to niche specializations. Their continued existence provides
valuable insights into viable business models for the Tanzanian context. The following table
provides a strategic overview of the key active players as of late 2025.



Platform Status Business Primary Key Stated
Name Model Categories Payment Differentiat
Methods or/Strategy
Zudua.co.t Active B2C Fashion, Mobile "Tanzania's
z Marketplac Electronics, Money, trusted and
e Home Bank leading
Essentials, Transfer, online
School Cards shopping
Supplies platform"
with a
focus on a
secure,
seamless
experience
and
nationwide
delivery."
Darshoppi Active B2C Electronics, | Mobile "Tanzania's
ng.co.tz Marketplac Fashion, Money, Premier
e Home & Cards, Pay E-Marketpl
Furniture, on Delivery ace" with a
Industrial vast
Tools product
selection
and a focus
on
exclusive
deals and
fast
delivery."
Impala.co.t | Active B2C Electronics, | M-Pesa, Focus on
z Retailer Home Airtel branded
Appliances, | Money, electronics
Hardware & | Cards, Pay and
Tools on Delivery appliances;
(Cash) offering
free
delivery in

Dar es




Salaam and
a full suite
of local
payment
options."

Shopit.co.t
z

Active

B2C
Retailer

Computers,
Electronics,
Networking,
POS
Equipment

Mobile
Money,
Cards, Bank
Transfer

Specialist
provider of
IT and
electronics
with over
10 years of
experience,
targeting
both
individual
consumers
and

businesses.
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Spring
Soko

Active

Multi-vendo
,
Marketplac
e

Arts &
Crafts,
Fashion,
Food &
Beverages,
Local
Goods

Mobile
Money,
Cards

A platform
designed to
empower
local sellers
and
entreprene
urs,
emphasizin
g secure
transaction
sanda
reliable
delivery
network
with OTP

verification.
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Jiji.co.tz

Active

Online
Classifieds
(C2C &

Vehicles,
Real Estate,
Electronics,

Direct
negotiation
between

Dominant
classifieds
platform




B2C) Jobs, buyer and facilitating
General seller direct
Goods (Mobile user-to-use
Money, r
Cash) transaction
s; acquired
OLX's user
base in
2019.™
Internation | Active Cross-bord | Multi-categ | Primarily Global
al er B2C ory Credit/Debi platforms
Platforms (Electronics | t Cards, like
, Fashion, some AliExpress,
etc.) third-party Amazon,
payment SHEIN
gateways accessible
via apps;
cater to a
niche,
digitally-sav
vy segment
willing to
navigate
internationa
| shipping
and
payments.’®

Local Marketplaces: The Homegrown Champions

The most prominent active platforms are homegrown ventures that have adapted their models
to local conditions.

Zudua.co.tz has established itself as a significant local marketplace. Founded around
2016-2017, it has survived where international giants have failed, suggesting a more patient
and sustainable growth strategy.’® Zudua positions itself as a trusted, nationwide platform
offering a comprehensive range of products, including fashion, electronics, and home and
school supplies.” Its strategy appears to be building a classic, all-encompassing



e-marketplace, with a functional website and app aimed at providing a secure and convenient
shopping experience across the country."

Darshopping.co.tz competes directly with Zudua, branding itself as "Tanzania's Premier
E-Marketplace"."” Its key characteristic is an exceptionally broad product catalog that extends
from consumer electronics and fashion to industrial supplies and automotive parts.'” The
platform's mobile application has achieved over 10,000 downloads on the Google Play Store,
indicating a degree of market traction, likely concentrated in the primary urban center of Dar

es Salaam.”™

Impala.co.tz employs a strategy of specialization, focusing heavily on electronics, home
appliances, and hardware from recognizable and trusted brands such as Sony, Hisense, JBL,
and Philips." This focus on quality-assured goods directly mitigates consumer fears about
receiving counterfeit or substandard products. Impala's operational model demonstrates a
keen understanding of the local market's primary friction points. It offers free delivery within
Dar es Salaam and supports a full spectrum of preferred payment methods, including M-Pesa,
Airtel Money, bank transfers, cards, and, crucially, Pay on Delivery." This approach effectively
solves the payment and logistics puzzle for the most lucrative urban market segment.

Shopit.co.tz is another specialist player, concentrating on computers, networking equipment,
software, and other electronics.” It leverages over a decade of experience to position itself as
a trustworthy source for high-value tech goods, catering to both individual consumers and
businesses.”” While a counterpart exists in Kenya, the dedicated Tanzanian domain (.co.tz) and
local focus suggest a distinct, localized operation rather than a simple cross-border shipping
model.” This niche specialization allows Shopit to build deep expertise and trust within a
specific, high-value vertical, insulating it from the broader challenges of a generalist
marketplace.

Spring Soko represents a different model, functioning as a multi-vendor marketplace
explicitly designed to empower small, local sellers.' Its product range is eclectic, featuring
everything from arts and crafts and fashion to locally produced food items.'® The platform's
core strategy is to directly confront the market's trust and logistics deficits. It emphasizes
secure transactions and a reliable delivery network, and its mobile application incorporates
sophisticated trust-building features, such as requiring customers to provide an OTP
(One-Time Password) to the delivery person upon receipt of goods, ensuring verified
handover.'

Classifieds and C2C Platforms



The consumer-to-consumer (C2C) and classifieds model has proven to be particularly
resilient and successful in Tanzania, as it aligns with the cultural preference for direct
negotiation and interaction.

Jiji.co.tz is the undisputed leader in this space. Its dominance was cemented in April 2019
when it acquired the Tanzanian operations of its main global competitor, OLX." Jiji operates
not as a transactional marketplace but as a facilitator, connecting buyers and sellers who then
conduct their negotiations and transactions independently.” This model places the onus of
trust on the two parties involved, mirroring the dynamics of informal social commerce. By
absorbing OLX's significant user base, Jiji achieved a critical mass and network effect that
makes it the default platform for selling used goods, vehicles, and real estate.?®

Alongside Jiji, other classifieds sites like Kupatana also maintain active operations,

demonstrating the sustained viability of the classifieds model in the Tanzanian market.”’

International Players with a Local Presence

While no major international marketplaces operate with a dedicated, on-the-ground presence
in Tanzania, several global giants are accessible to Tanzanian consumers. Platforms such as
AliExpress, Alibaba.com, Amazon, SHEIN, and Temu are available through their mobile
applications.” These platforms primarily serve a niche segment of the market composed of
more digitally literate, often urban, consumers who possess the means (typically international
payment cards) and willingness to navigate the complexities of cross-border e-commerce.
The significant hurdles include long shipping times, opaque customs duties and taxes, and a
lack of localized customer support, which prevent these platforms from competing for the
mass market.

The Graveyard: Case Studies of Market Exits and
Platform Closures

The history of e-commerce in Tanzania is punctuated by the conspicuous failures of major,
well-funded international platforms. These market exits provide the most telling evidence of
the country's unique challenges. A post-mortem analysis reveals a consistent pattern:
business models predicated on a standardized, pan-African approach failed to adapt to
Tanzania's specific requirements for trust, localization, and logistics.



The Bellwether Failure: Jumia Tanzania (Closed Nov 2019)

The most significant event in Tanzania's e-commerce history was the closure of Jumia's
marketplace operations on November 27, 2019."° As the continent's largest and most
prominent e-commerce operator, its withdrawal sent a powerful signal about the market's
viability.

The Official Narrative

Jumia's public reasoning for the exit was strategic. The company stated that the decision was
part of an "ongoing portfolio optimization effort" and a need to "focus resources" on other,
more promising African markets where it could achieve better value and a clearer path to
profitability.’® This move was not isolated; it followed a similar shutdown in Cameroon and was
part of a broader corporate strategy to stem significant financial losses across the group.'
While Jumia's general marketplace closed, its food delivery offshoot, Jumia Food, continued
to operate in Tanzania for a period, suggesting a different unit economic or operational model
for that specific vertical.*® However, this service was also eventually discontinued as part of a
continent-wide shutdown of Jumia Food in December 2023.%'

The Deeper Analysis

A more granular analysis reveals that Jumia's failure was not merely a matter of resource
allocation but a fundamental mismatch between its business model and the Tanzanian market
reality.

e Failure to Localize and Build Trust: Jumia failed to establish the "human connection"
necessary to build trust in a low-trust environment.’® Its marketing approach was
perceived as generic and overly promotional, relying on discounts rather than storytelling
or community building. The brand's Instagram account, for instance, was filled with
product promotions rather than customer testimonials or vendor success stories that
could have humanized the platform.'® This contrasted sharply with the relational nature of
informal social commerce. The platform could not overcome the deep-seated consumer
preference for physically inspecting goods, with many Tanzanians admitting they would



rather visit a shop in person, even if online delivery was free.' This skepticism was
reflected in payment choices, where an overwhelming 94% of shoppers on Jumia opted
for Cash on Delivery, signaling a profound lack of trust in the platform's prepayment and
fulfillment processes.’

e Infrastructural and Operational Mismatch: Jumia's centralized, inventory-heavy model
was predicated on efficient, predictable logistics. However, it ran headlong into
Tanzania's infrastructural deficits. The lack of a standardized physical address system
made last-mile delivery a logistical nightmare, leading to high rates of failed deliveries,
increased operational costs, and a poor customer experience.® The business was trying
to impose a logistics model built for developed markets onto an environment that simply
could not support it.

e Unsustainable Unit Economics: The combination of high customer acquisition costs,
expensive and inefficient logistics, and low average order values created a business with
deeply flawed unit economics. The "growth-at-all-costs" venture capital-backed model,
which prioritizes scaling over immediate profitability, proved unsustainable. The company
burned through capital without establishing a viable, self-sustaining operation.”® Jumia's
exit provided a stark and valuable lesson for the entire industry: a generic pan-African
strategy is no substitute for a deeply localized one.

The Consolidation Play: OLX Tanzania (Acquired April 2019)

The exit of OLX from the Tanzanian market followed a different trajectory. In April 2019, the
global classifieds giant, owned by Naspers, sold its operations in Tanzania—along with those
in Nigeria, Ghana, Kenya, and Uganda—to its primary Nigerian-based competitor, Jiji."”

This event was not a failure of the underlying business model but rather a strategic
consolidation within the classifieds sector. The classifieds model, which facilitates C2C
connections without handling payments or logistics, was and remains highly viable in
Tanzania. The acquisition was driven by OLX's parent company, which was re-evaluating its
global portfolio and chose to divest from these specific markets to reallocate capital and
management focus elsewhere.* Jiji, backed by investors like Digital Spring Ventures, seized
the opportunity to eliminate its main competitor and consolidate the market, instantly
acquiring OLX's substantial user base and achieving market dominance.?” The OLX-Jiji
transaction thus demonstrates the inherent strength of the classifieds model in the local
context while also highlighting the intense competitive pressures that can lead to a
"winner-takes-most" market structure.



The Wider Digital Ecosystem Retreat

The challenges faced by e-commerce platforms are not unigque to the retail sector. The exits
of other digital ventures during the same period reinforce the narrative of a broadly difficult
operating environment. Brighter Monday, a major digital job portal, ceased its local
operations in Tanzania, citing the challenging "current economic environment" and its impact
on businesses.*° Similarly,

Tala, a prominent digital lending platform, paused its loan offerings in the country.*® These
departures, alongside Jumia's, suggest that systemic issues—including low digital
engagement, economic pressures, and perhaps an inadequate legal and regulatory
framework—have historically made Tanzania a difficult market for a wide range of digital
business models to achieve scale and profitability.*

The Limbo State: Stagnant and Pivoted Ventures

The Tanzanian e-commerce landscape is also littered with the remnants of earlier ventures
that have either been absorbed, pivoted, or faded into obscurity. These platforms represent
the first wave of e-commerce in the country, and their stories offer a historical perspective on
the market's long-standing challenges and high rate of attrition.

The Precursor: Kaymu (Absorbed into Jumia, 2016)

Before Jumia became the dominant marketplace player, there was Kaymu. Launched in
January 2013 by Rocket Internet—the same incubator behind Jumia—Kaymu was modeled
after eBay, providing a C2C and B2C marketplace platform.*® It established a presence in
Tanzania and was, for a time, considered one of the top e-commerce sites in the country,
alongside Jumia and Kivuko.* The platform was actively promoted as "Tanzania's #1
marketplace" and emphasized the convenience of online shopping to save time and money.*

In 2016, as part of a global corporate strategy, Rocket Internet consolidated its various
e-commerce ventures under a single brand. In Africa, Kaymu's operations were folded into the
Jumia platform.* Therefore, Kaymu's disappearance from the Tanzanian market was not a
failure of its local operations but a top-down branding and consolidation decision by its



parent company. Its history is significant, however, as it demonstrates that major international
players have been attempting to crack the Tanzanian market for over a decade, facing similar
underlying conditions.

The Pivot or Fade: Kivuko.com

Kivuko.com stands as one of Tanzania's earliest and most ambitious homegrown e-commerce
ventures. Launched around 2012, the platform was conceived as an online shopping gateway
to provide small, local vendors with an online presence they otherwise could not afford.*’
Co-founded by Amiri Mziray and Nuru Muro, Kivuko aimed to connect these vendors with
customers across Tanzania, handling online payments and coordinating delivery through
partners like DHL and EMS, as well as its own messenger service.”' The platform gained
enough traction to be listed as a top site in some early market analyses.*

Despite its promising start, the original e-commerce venture appears to be defunct or to have
pivoted. The current website, kivukoafrica.co.tz, provides only a basic contact page with no
e-commerce functionality.** Furthermore, recent online mentions of "Kivuko" are often
associated with "Kivuko Eco Camp," a tourist accommodation, suggesting a complete change
in business focus.** The likely trajectory of Kivuko.com is emblematic of a local startup that,
despite a strong initial concept and understanding of the local market need, probably
struggled to achieve the necessary scale, funding, and operational capacity to overcome the
same systemic challenges of logistics and trust that later brought down the far better-funded
Jumia.

The Semantic Confusion: "Inauzwa"

Several market overview reports list "Inauzwa.com" as one of the top retail sites in Tanzania.*
However, a deeper investigation reveals this to be a misinterpretation of the local linguistic
context. "Inauzwa" is not a formal platform or a registered company; it is the Swahili word for
"“for sale."

This term is ubiquitously used across countless listings on classifieds platforms like Kupatana
and specialized portals for real estate and vehicles, such as BE FORWARD.*® For example, a
property listing will be titled "Nyumba inauzwa," meaning "House for sale".*® The
misidentification of this common Swahili phrase as a distinct e-commerce platform highlights
a critical pitfall of performing a superficial, outside-in market analysis. For an expert report,



clarifying this point is essential for presenting an accurate market map. It also subtly
reinforces the dominance of the classifieds-style, direct-listing model in the collective
consumer mindset, where the focus is on the item being "for sale" rather than the platform
hosting it.

The Next Wave: New Entrants and Emerging Models

As the Tanzanian e-commerce market continues to evolve, a new wave of players is emerging,
armed with the lessons learned from the failures of their predecessors. These new entrants
and specialized models signal a potential shift towards more sustainable, localized, and
niche-focused strategies.

The Challenger: Kilimall's Planned Entry (Announced 2024)

The most significant recent development is the announced entry of Kilimall, a major
Kenyan-based e-commerce platform and a direct competitor to Jumia in other East African
markets.*’ In July 2024, Kilimall revealed that its plans to expand into Tanzania were at an
advanced stage, with trials for a suitable warehouse location expected to commence within
the year.”’

Strategic Analysis of Kilimall's Approach

Kilimall's stated market entry strategy appears to be a direct and deliberate response to the
well-documented failures of Jumia. This suggests a more cautious, pragmatic, and localized
approach.

e Learning from Jumia's Mistakes: The company's initial focus will be on “partnering with
small Tanzanian vendors" to build a local seller ecosystem from the ground up.*’ This
bottom-up approach contrasts with Jumia's top-down model and aims to foster local
buy-in and a more relevant product assortment from the outset. Critically, Kilimall plans
to initially outsource its logistics under an "asset-light model".*’ This strategy avoids the
heavy, upfront capital expenditure on a proprietary logistics network that proved so
costly for Jumia, allowing the company to test the market and scale its logistics



operations in line with actual demand.

e A Patient Regional Play: Kilimall's expansion into Tanzania is framed as part of a
broader, long-term East African strategy, with a 20-year vision for pan-African
development.®® The company views the port of Dar es Salaam not just as a gateway to
the Tanzanian market but as a strategic logistics hub for serving landlocked countries in
the region, such as Rwanda, Burundi, and the Eastern DRC.*’ This indicates a more
patient, hub-and-spoke regional strategy rather than a costly and premature nationwide
blitz. Kilimall's entry will be a crucial test case, revealing whether a more nuanced,
localized, and financially prudent strategy can succeed where brute-force scaling failed.

The B2B E-commerce Niche

While this report primarily focuses on the B2C sector, the emergence of specialized B2B
e-commerce platforms represents another important trend. These platforms are not trying to
be the "Amazon of Tanzania" but are instead focused on solving specific, high-friction
problems within the country's vast informal retail supply chain.

One such example is Sarafu, a B2B e-commerce player co-founded by Firas Ahmad.**
Platforms like Sarafu typically aim to connect small, informal shopkeepers (dukas) directly with
manufacturers and distributors, streamlining procurement, providing transparent pricing, and
often offering inventory financing. The potential success of such models lies in their targeted
approach. They address clear pain points for a specific business audience and can build
sustainable models based on transaction fees and financial services.

However, this niche is not without its challenges. The recent struggles and shutdowns of
heavily VC-funded B2B e-commerce companies in neighboring Kenya, such as Marketforce
and Wasoko, serve as a potent cautionary tale.*’ These failures were often attributed to a
"growth-at-all-costs" mandate that led to unsustainable unit economics, particularly in the
low-margin distribution of commodity goods.** Nevertheless, the unique structure of the
Tanzanian retail market, which has fewer established global chain retailers like Carrefour
compared to Kenya, may present a more fertile ground for a well-executed B2B model that
avoids the mistakes made elsewhere.*

Critical Success Factors: Deconstructing the Drivers
of Success and Failure



The divergent fates of e-commerce platforms in Tanzania are not random. A comprehensive
analysis of the active, defunct, and emerging players reveals a clear set of critical success
factors. These factors are not primarily technological but are deeply rooted in the country's
unique social, economic, and infrastructural context. Any platform seeking to thrive must
move beyond a generic e-commerce playbook and build its strategy around four core pillars:
Trust, Logistics, Payments, and Localization.

The Trust Imperative: The Currency of Tanzanian E-Commerce

The single greatest barrier to the adoption of formal e-commerce in Tanzania is a profound
and pervasive consumer trust deficit. In an environment where face-to-face transactions are
the norm, the anonymity of online shopping breeds skepticism. This lack of trust is the
primary reason why an overwhelming 94% of Jumia's customers preferred Cash on
Delivery—it was a rational response to perceived risk.”

e The Problem: Consumer fears are multi-faceted and well-founded. They include
concerns about online scams and "phantom sellers" who disappear after receiving
payment, the risk of receiving counterfeit or poor-quality goods that do not match their
online description, deceptive advertising, and the potential misuse of personal and
financial data.® The legal framework has been slow to adapt, offering inadequate
safeguards and redress mechanisms for online consumers, which further entrenches this
reluctance to transact online.”' The success of social commerce is a direct result of this
trust gap; transactions are built on one-on-one conversations and personal
accountability, which formal platforms have struggled to replicate.>

e The Strategic Solution: Building institutional trust is non-negotiable. Success requires a
multi-pronged strategy focused on mitigating perceived risk at every stage of the
customer journey. This includes implementing rigorous seller verification processes to
weed out fraudsters. Platforms must offer clear, simple, and strictly enforced return and
refund policies to give consumers confidence that they have recourse if a product is
unsatisfactory.®® Displaying transparent, unmoderated customer reviews and seller
ratings is crucial for social proof. Finally, the payment process must be secure and feel
familiar, leveraging trusted local brands and technologies.

The Logistics Labyrinth: Beyond Point A to Point B



Efficient and reliable logistics are the backbone of any e-commerce operation, and in
Tanzania, this backbone is fraught with challenges that can cripple a business model.

The Problem: The logistical hurdles are immense and systemic. A primary issue is the
lack of a standardized, granular physical addressing system, particularly outside of major
urban centers.® This makes last-mile delivery exceptionally difficult, often requiring
multiple phone calls between the driver and the customer to pinpoint a location, which is
inefficient and drives up costs.? Compounding this is the poor condition of road
infrastructure in many parts of the country, which further slows down delivery and
increases operational expenses. For consumers, this translates into slow, expensive, and
unreliable delivery, eroding the convenience that e-commerce is supposed to offer.

The Strategic Solution: A viable logistics strategy in Tanzania must be asset-light,
flexible, and deeply integrated with existing local networks. Rather than investing heavily
in a proprietary fleet from the outset—a mistake that contributed to Jumia's high
operational costs—platforms should partner with established local courier services (such
as Boxleo Courier and Codirect Courier) and leverage the extensive informal network of
boda-boda riders for hyper-local, last-mile delivery.”® Implementing a network of secure
pick-up stations or agent locations, a model Jumia has used successfully in other
markets, could be a highly effective way to bypass the home addressing problem,
allowing customers to collect parcels from a convenient, trusted local point.>® While
global logistics giants like DHL and Rangel operate in Tanzania, their services are
primarily geared towards international shipping, project cargo, and B2B solutions, making
them generally too expensive for mass-market B2C last-mile fulfillment.*

The Payment Puzzle: Life Beyond the Credit Card

The payment ecosystem in Tanzania is fundamentally different from that of developed
markets, and failing to design for this reality is a fatal error.

The Problem: Any business model that prioritizes or relies on credit card payments is
destined for failure. With less than 1% of the population holding a credit card, this
payment method is irrelevant for the mass market.! The market is built on two pillars:
mobile money for digital transactions and cash for everything else.’

The Strategic Solution: Deep, seamless, and native integration with mobile money
platforms like M-Pesa, Airtel Money, and Tigo Pesa is an absolute baseline requirement.
However, simply offering it as a checkout option is insufficient. Platforms must also
embrace Cash on Delivery (COD). In the Tanzanian context, COD is not merely a payment
preference; it is a critical trust-building feature that allows consumers to verify a product
before parting with their money.”” While operationally more complex and costly due to
the need for cash handling, reconciliation, and managing higher return rates, treating



COD as a core, long-term service is essential to acquiring and retaining customers in the
current market climate.

The Localization Mandate: One Size Fits None

The repeated failure of transplanted business models underscores the most important lesson
of the Tanzanian e-commerce market: localization is everything.

The Problem: The "copy-and-paste" approach of taking a model that worked in a
different market—whether Western, Asian, or even another African country—and
deploying it in Tanzania has been proven to fail. This applies to every facet of the
business, from the user interface to the brand's voice."” Low digital literacy among the
broader population means that complex registration forms, multi-step checkouts, and
unfamiliar terminology create significant friction and lead to high rates of cart
abandonment.'® A brand that communicates in a generic, corporate tone will fail to build
the rapport and human connection that Tanzanian consumers value.'

The Strategic Solution: A successful platform must look, feel, and operate like a
Tanzanian company. The user interface must be simple, intuitive, and available in Swahili.
Local sellers and products should be featured prominently to create a sense of
community and relevance. Customer service must be localized, accessible, and
empathetic, ideally available through familiar channels like WhatsApp. Marketing
campaigns need to resonate with local cultural values, events, and humor. As the
post-mortem of Jumia's failure suggests, success comes not from transplanting a foreign
model, but from deeply embedding the business within the local culture, supply chains,
and consumer psychology.®

Strategic Outlook and Recommendations for Market
Stakeholders

The Tanzanian e-commerce market, while challenging, holds significant long-term potential.
Navigating this landscape successfully requires a nuanced, patient, and highly localized
strategy. Based on the comprehensive analysis of market dynamics, platform successes, and
notable failures, the following recommendations are offered for key stakeholders.



For New Market Entrants

For companies like Kilimall and other potential future entrants, the key is to avoid the mistakes
of the past by prioritizing localization and sustainable growth over rapid, capital-intensive
scaling.

e Adopt a "Dar es Salaam First" Strategy: Instead of attempting a costly and complex
national rollout from day one, focus all initial resources on winning the primary urban
market of Dar es Salaam. This allows for the perfection of the business
model—particularly logistics and customer service—in a denser, more controlled
environment. Achieving operational excellence and positive unit economics here is a
prerequisite for any further expansion.

e Build a Hybrid “"Online-to-Offline" (020) Model: A purely digital approach is
insufficient to overcome the market's trust deficit. New entrants should consider
establishing a physical footprint through a network of branded pick-up points or
partnerships with existing local businesses (e.g., mobile money agents). These locations
can serve multiple functions: as secure collection points that solve the last-mile delivery
problem, as customer service hubs for handling inquiries and returns, and as tangible,
trust-building brand touchpoints.

e Prioritize an Asset-Light Logistics Model: Resist the temptation to build a proprietary
delivery fleet. Instead, forge deep partnerships with a diverse range of local third-party
logistics (3PL) providers, including established courier services and informal boda-boda
networks. This approach minimizes upfront capital expenditure and provides the flexibility
needed to manage fluctuating demand.

e Innovate on Trust, Not Just Technology: The most valuable innovations will be those
that directly address consumer trust. This could include an escrow-like mobile money
payment system where funds are held by the platform and released to the seller only
after the buyer confirms satisfactory delivery. Other features could include seller
verification badges, video previews of products before shipping, and hyper-responsive
customer service delivered through locally preferred channels like WhatsApp.

For Existing Players

For incumbent platforms such as Zudua, Dar Shopping, and Impala, the challenge is to
consolidate their position and build a defensible moat against new, potentially well-funded
competitors.

e Double Down on Niche Specialization: While the temptation is to become an
"everything store," a more sustainable strategy may be to dominate a specific vertical. By



focusing on a category like certified electronics (as Impala does), high-quality fashion, or
specialized business supplies, platforms can build deep supplier relationships, guarantee
product authenticity, and cultivate a reputation as the go-to expert. This builds a loyal
customer base that is less susceptible to the mass-market promotions of generalist
newcomers.

Build a Community, Not Just a Customer Base: Leverage social media not merely as a
marketing channel but as a tool for community building. This involves actively featuring
seller success stories, running interactive campaigns, and facilitating conversations
between buyers and sellers. Humanizing the brand by telling the stories of the local
entrepreneurs on the platform directly addresses one of Jumia's key failures and helps to
replicate the relational trust of informal commerce.

Invest in Seller Education and Empowerment: The quality of a marketplace is
determined by the quality of its sellers. Existing platforms should create robust seller
education programs. These programs can provide training on digital literacy, effective
product photography, inventory management, online customer service, and packaging
standards. Up-skilling the seller base will lead to a better customer experience, fewer
returns, and a more vibrant and reliable marketplace.

For Investors

For venture capitalists and other investors evaluating opportunities in Tanzania, a shift in
perspective is required, moving from a focus on high-growth B2C marketplaces to a more
strategic view of the entire digital commerce ecosystem.

Look Beyond the Marketplaces: The most immediate and perhaps less risky investment
opportunities may lie not in the B2C platforms themselves, but in the "picks and shovels"
businesses that enable them. This includes logistics-tech startups developing innovative
solutions for the last-mile delivery and addressing problem; fintech companies building
trust-based payment layers on top of the existing mobile money infrastructure; and B2B
e-commerce platforms that are streamlining the supply chains of the country's vast
informal retail sector.

Adopt a Patient Capital Approach: The Tanzanian market will not follow the
hyper-growth trajectory seen in other parts of the world. The structural challenges of
logistics, trust, and digital literacy will take time to resolve. Investors must adopt a
long-term horizon and back founders who possess deep local knowledge and are
building businesses based on sound, sustainable unit economics rather than blitzscaling.
The cautionary tale of VC-backed B2B platforms in neighboring Kenya, which collapsed
under the pressure of a "growth-at-all-costs" mandate, should be a guiding lesson for
investment strategy in the region.** Success will be a marathon, not a sprint.
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