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Executive Summary

The Investor Roadmap of Tanzania:
Assessment of Progress

Background

In consultation with the Tanzanian Investment Promotion Centre (IPC), In 1996 the United
States Agency for International Development (USAID) commissioned The Services Group
(TSG), an Arlington, Virginia-based consulting firm, to conduct an Investor Roadmap for
Tanzania The Investor Roadmap document IS Intended to Identify and record problems In
procedures and policies that deter new foreign Investment, the formalization and growth of
indigenous business, and the expansion of eXisting enterprises The Roadmap project IS a tool
to foment posItive change In a government's regulatory regime and Interaction with the private
sector

In 1998, USAIDlTanzanla determined that an assessment of the Roadmap's progress should be
undertaken The assessment was designed to determine what speCific procedural changes had
occurred as a result of the project, update the Roadmap document, and highlight opportunities
for additional Improvements This assessment report outlines what changes have been made
since the Initial study was conducted two years ago and reflects current regulatory procedures
governing the private sector

The changes highlighted In thiS report should be seen In the context of Tanzania's other
economic and structural reform efforts In 1996 Tanzania was about ten years Into liberaliZing
ItS economy and had enacted several key macroeconomic reforms In ItS first decade of
changing policy, the GoT started to let the market determine Interest rates, lifted foreign
exchange controls, allowed for private participation In Industries, stabilized inflation, tightened
the monetary supply, Increased government revenue while lowering spending, and privatized
state-owned enterprises Today, It IS clear that the Tanzanian government has scored several
successes In these areas Foreign exchange and Interest rates are now market driven The
country's GDP has grown steadily after years of stagnation Inflation dropped to approximately
13% In 1997 from nearly three times that a few years earlier The Parastatal Sector Reform
Commission states that as of June 1998, 201 of the 398 companies slated for privatization had
been sold The GoT has recently begun to grapple seriously With Issues of public sector and
CIVil service reform For example, the Bank of Tanzania reports that government spending on
wages and salaries fell from 37 4% of total expenditures In fiscal year 1995/96 to 35 7% In
1996/97, In prevIous years a much greater share of government resources was spent on wages
for public employees

While Important, these macroeconomic changes did not address the many "second-tier"
constraints to the growth of a market economy In Tanzania Many regulatory problems
stemming from the creation of a large command and control style bureaucracy dUring
Tanzania's colonial and SOCialist eras remained untouched Donors and others have concluded
that Tanzania's economy was over-regulated, governed by confUSing and contradictory laws,
and administered by a large and ineffiCient public sector As far back as 1992 It was observed
that several inadequaCies frustrated the development of business, Including

I
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• "cumbersome export and Import licensing and other controls,
• complex procedures and institutional deficiencies that make the process of registering or

incorporating a busmess extremely time-consuming and difficult,
• non-transparent nature of the tax regime,
• Inadequate commercial, Intellectual property, and bankruptcy law,
• high indirect taxes and other charges which raise ex-factory prices and promote tax evaSion,
• complete lack of trust between the public and pnvate sector, and
• complicated and time-consuming procedures to acquire land for Industrial or commercial

bUilding development ,,1

The Roadmap came at a time when there was conSiderable fear that economic and poliCy
Instability would undermine recent progress Investment applications had dropped from 365 In
1991 to 123 In 1995, and inqUiries fell from an average of 150 per month to approximately 20 In
1996 Despite successes on the macroeconomic front, Investment response had slumped and
the GoT and some donors wanted to know why so that the situation could be reversed

The 1996 Roadmap examined several key aspects of Tanzama's Investment climate and
presented a not-too-f1attenng picture The Investor Roadmap concluded

I In all a firm In Dar es Salaam could expect to submit at least 89 separate filings per year This
compares to 21 In Ghana, 29 In Namibia, and 48 In Uganda These figures do not Include any
Import or export documentation, repatriation of funds utility payments, or sectoral forms The
situation can be even worse depending on the sector A bank In Tanzania IS expected to submit
285 returns through the course of a year while a hotel must submit more than 454 separate
documents to various agencies within the GoT The long list of operational requirements IS
eVidence that the bureaucratic constraints hampering private sector development do not end
once firms are legally established, In fact, red tape negatively Impacts firms In Tanzania on an on
gOing baSIS

There are more than 20 steps Involved In the clearing of Imported goods Typically five to ten
payoffs are required for each shipment

It IS difficult to generalize about the difficulties related to specialized approvals Procedures,
delays and levels of transparency vary Widely from agency to agency In general, obtaining
specialized licenses IS far more difficult than It needs to be Indeed, the bureaucratic constraints
encountered are largely the legacy of the control-Oriented economic regime that dominated
Tanzania for nearly three decades"

The descnptlons of Tanzama In 1996 serve as a yardstick with which to measure the change
highlighted In thiS assessment

Overview of Fmdmgs

The Tanzama Investor Roadmap was deSigned to analyze government Interface with the pnvate
sector In four broadly chronological "process areas" - emploYing, locating, reporting, and
operating Some of the processes analyzed have expenenced slgmflcant Improvements since
1996, some have seen modest changes, and others have remained the same, some public
servants have been energized and motivated to make their agencies more effiCient, and others
have been less proactive

1 Assessment of the Tanzanian Povate Sector Policy Framework FlOal Report' prepared for U S AID Tanzania by The Services
Group 1992

II
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Many In the business community have expressed optimism about government's commitment to
liberalization and increasing private sector participation In Tanzania's economy Tanzania has
made successful efforts In recent years to Improve the Investment environment and focus on
increasing government efficiency for the sake of the public This IS particularly laudable In that
Tanzania IS transltlonlng from one of the most centralized of the formally socialist African states
Tanzania's natural assets - a relatively well educated population, vast untapped minerai
resources, an abundance of underdeveloped land, extensive fishing resources, relative political
stability, under-exploited agricultural potential, and great potential for tourism along ItS tropical
coastline, lakes, and Africa's highest mountain - have blessed Tanzania with some unique
opportunities

Below IS a summary of findings that reflects what the change and remaining challenges within
the four process groups Identified In the Initial 1996 Tanzania Investors Roadmap

Employing

Several problematic aspects of employing expatriate and local staff have been addressed In the
past two years While some processes are stili not Ideal, most Investors would not be deterred
by red tape related to employment Issues However, the country's labor laws remain woefully
Inadequate to support a modern pnvate sector economy, and some provIsions related to
terminating employees are serious concerns for the private sector

• Employers previously noted Significant problems and time delays associated With bnnglng In
expatnate staff According to Investors interviewed In 1998, while obtaining employment
permits for expatriates can stili be slower than desired, In most Instances the length of time It
takes to secure Class A and Class B Permits for expatriates has been reduced dramatically
What formerly took months IS now accomplished In a matter of weeks or less According to
Investors, transparency has also been Improved The Department of Immigration reports
that ItS staff IS now aware of the needs of Investors and has Improved commUnication With
the TIC Investors certified by the TIC are expedited through the permit approval process
and reqUired to submit less documentation than was reqUired In 1996 Further the
Department of Immigration has committed to placing a liaison officer In the Centre to help
Investors understand the process and solve misunderstandings Finally, the new 1997
Investment Act has guaranteed that five expatriate employees are automatically allowed Into
Tanzania

• The procedures for hiring a local workforce are not a problematiC In Tanzania, particularly
With respect to unskilled labor But the country's labor laws are out of date and Judged by
many to be overly biased toward workers at the expense of private bUSiness Terminating
employees IS complicated and difficult, and the threshold for proving that an employee
should be fired for Incompetence, negligence, or Criminality IS high by International
standards As a result, some bUSinesspeople say that they can not make legitimate
personnel deCISions and are cautious about hiring new full-time workers Recent changes In
labor practices that allow employers to sign one and two-year contracts have begun to
ameliorate some of these problems

• The cost and number of workers' benefits In Tanzania tends to be high, espeCially when
purchaSing parastataI compames The tax system and labor laws encourage employers to
keep wages low while malntalmng benefits and SubSidies

III
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• Finding skilled Tanzanian managers familiar with modern business techniques and
customer service standards remains problematiC

Locatmg

The complex and Inefficient process of acqulrtng and developing land has gained much
attention since 1996 A multi-agency workshop was convened In 1997 to start the process of
bUilding consensus on eXisting problems, Identifying needs, and plotting solutions ThiS group's
work continues, although some momentum seems to have evaporated New legislation, due to
be enacted Within a few months, should have Significant Implications for how land acqUisition IS
administered Yet to date many of the constraints associated With acquiring land continue to
deter Investment

• Although Tanzama IS blessed With abundant, undeveloped arable land, acquiring title tends
to be time consuming and complex for new Investors Information sharing among the local
authorttles, Dlstrtct level offiCials, the three diVISions of the Ministry of Lands, and the TIC
has Improved but IS not yet free of problems ThiS lack of coordination results In excessive
and slow approval requirements and confUSion on the part of Investors about the proper
procedure for obtaining land As a result, receiving title to land can take several months or a
number of years These problems are exacerbated by the fact that few plots are surveyed
and customary tenants must be compensated and relocated before an Investor can receive
title Further, there are limitations on a non-Tanzanian's ability to own land

• Similarly, Investors report that developing land, including getting the proper permits to
construct faCIlities can be a cumbersome, uncertain, and expensive undertaking The
processes for surveYing plots, bUilding structures, and subdiViding land Involve seeking
multiple approvals from overburdened local authorttles and Ministry offiCials, and there are
often conflicting indications about when a given actiVity In the process can legally proceed
The site development phase has also been Identified as an area where rent-seeking
opportumtles are frequent

• While there has been some Improvement In recent years In the proVISion of Infrastructure
services, notably telephone service and power, the quality and pnce competitiveness of
Tanzania's state-owned utilities remain below world standards In many rural areas, some
public services are Simply unavailable Establishing power and water connections IS tlme
consuming and expensive compared to many other states

Reportmg

Since 1996 there has been slgmflcant change In several key areas related to reporting to
government Several agencies have recently completed orgamzatlonal and procedural
overhauls, and others are In the process of so dOing Some agencies have made modest steps
to Simplify procedures, Improve processing times, or eliminate regulatory reqUirements

• As noted preViously, the most dramatic change relating to the reporting process area
centers on the ascendance of the TIC and the enactment of the 1997 Investment Act After
1996, the old Investment Promotion Centre was abolished and the prevIous Investment Act
was repealed In a departure from ItS predecessor, the TIC has changed ItS emphaSIS from
approving and regulating Investment to reglstenng and faCIlitating It ReceiVing a Certificate

__________________________________ IV
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of Incentives now takes a matter of weeks where It once took months The TIC has
expanded Its services and developed stronger relationships with key agencies, including the
Department of Immigration, the Registrar of Companies, the Department of Customs, and
the MInistry of Lands Although It has not yet achieved Its goal of becoming a one-stop shop
for Investors, the TIC's ability to help Investors has Improved over the prevIous Investment
organization The new Investment Act has expanded the list of incentives offered to
Investors and secured a minimum of five expatnate employees Tax incentives related to
the Importation of capital equipment are now automatic, saving Investors from a
cumbersome process of proving their status as qualified Investors

• The number and rates of Tanzania's taxes continue to concern Investors While some rates
have fallen In recent years, a few others have Increased Although the sales tax and stamp
duty have been repealed In favor of a Value Added Tax (VAT), withholding taxes remain
numerous and, In some cases, high by International standards Collecting taxes In advance,
assuming that companies earn a profit upon commencement, and requiring that companies
always pay the same or an Increased amount of tax even If a firm shows a loss, constrains
new and eXisting Investors These administrative practices also deter local Informal sector
bUSinesses from coming Into the formal sector

• Although some agencies can pOInt to tangible Improvements In their licenSing of the pnvate
sector, the sheer number of licenses and overlappmg regulatory mandates remains a
senous constraint on Investors There are altogether too many Tanzanian agencies that
lack the capacity to regulate effectively but extract licenSing fees or taxes nonetheless
Further, the Tanzanian government remains fairly fractured, with numerous agencies,
departments, and parastatal entities regulatmg companies without suffiCient coordination
Tanzania's licenSing procedures need to be comprehenSively analyzed for opportunities for
Improvement within specific agencies and Increased Intra-agency coordination should
eliminate areas of procedural and administrative overlap

Operatmg

The profitability and competitiveness of Tanzanian bUSiness IS Important not only for the good of
the economy directly but also Influences the flow of foreign direct Investment Into the country
Despite several major Improvements, some of the government's regulations and procedures
continue to create Significant costs for eXisting Investors, thereby negatively affecting Tanzania's
competitiveness In the area of Import/export procedures Tanzania IS stili burdened by a
cumbersome process administered by too many actors Recent Improvements, resulting In part
from a multi-agency "Implementation Team" asked to Improve the Situation, have encouraged
Investors that meaningful change can occur In Tanzania through publlc-pnvate dialogue and
cooperation

• Customs has taken several steps that are expected to ultimately Improve the administration
of Importing and exporting Tanzania has recently adopted the ASYCUDA system, begun to
computenze operations, moved to a Single Bill of Entry, Instituted a random inspection
regime, and Simplified the conduct of pre-shipment Inspections As a result, Customs
clearance times have fallen from an excess of two weeks to four to seven days
Nonetheless, Investors state that the Import/export process remains overly time-consuming
and complicated

v
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• While performance levels have Improved among some of the parastatals Involved In

Tanzania's Import/export procedures, their continued monopoly status hinders efforts to
Improve the process and limits the choice of business

• Liberalization of the foreign exchange and financial markets In Tanzania has largely
eliminated prevIous Investor problems associated with acquiring foreign exchange and
repatnatlng profits

Overarchmg Issues

The Tanzania Investor Roadmap and, consequently, this assessment report, purposefully adopt
a narrow focus on the procedural barners to Increased local and foreign Investment A number
of other senous Issues that affect Investment, such as education and health problems, currency
fluctuations, and slumping commodity pnces, are addressed In other donor and government
projects and do not figure prominently In this study A few non-procedural Issues are discussed,
however, because they have been repeatedly raised m interviews with businesspeople and
compound the problems resulting from Inefficient government bureaucracy and malfeasance In
addition to addressmg the specific Issues noted throughout this assessment report, some
broader concerns need to be resolved to make Tanzania a top tier Investment destmatlon

Legal System

Investors and other stakeholders suggest that considerable legal reform needs to be undertaken
to secure individual liberty, pnvate property, and contractual agreements Many laws are
outdated and several acts contradict With one another, creating considerable confUSion and nsk
for Investors Further, the mtegnty of the Tanzanian Justice system has been widely questioned
and few legal reform efforts have borne frUit Some suggest that graft and mfluence matter
more than legal norms or pnnclples of fairness In general, the courts are seen to be slow,
IneffiCient, and, especially at the lower levels, easily corruptible Companies are loath to settle
contractual and labor disputes m the Tanzanian court system for fear of being embroiled m
lengthy and often corruptible court cases Further, many suggest that uSing the national court
system IS nsky because a final judgement Will be enforced, regardless of the efficacy of the legal
process and tnal Similarly, some mvestors note that few businesspeople use official dispute
resolution mechanisms wlthm government agencies for fear of retnbutlon or tarnishing valuable
personal relationships With public officials The inadequaCies of the commercial court system
and lack of a functlomng small claims court or bmdmg arbitration mechamsm makes some
companies feel vulnerable while domg business In Tanzania As reported by the United Nations
and non-governmental organizations, corruption IS not as senously pumshed In Tanzania,
further tarnishing the country's reputation among Investors

Infrastructure

Tanzania remains a physically underdeveloped country The quality of the country's
Infrastructure IS a pnmary conSideration for Investors, and high transportation and
commUnication costs detnmentally affect the competitiveness of Tanzanian busmesses
Tanzania's state-owned utilities do not serve many areas of the country reliably, and even In
major cities like Dar es Salaam, Mwanza, and Arusha power, water, and telephone services are
below world standards High transportation costs, espeCially when relying on road transport Into
the heart of the country, erode the profitability of business ventures Bureaucratic ImpOSItions

__________________________________ VI
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on business such as slow and cumbersome Import/export procedures and high utility access
charges are exacerbated by TanzanIa's Infrastructure deficiencIes

Sustammg Momentum for Change

In the last few years, Tanzania has embarked upon an ambitiouS, and at times painful, political,
economiC, and social transformation processes As noted previously, Tanzania should be
credited with many successes at both the macroeconomic and administrative level But to
achieve Tanzania's full potential, develop a vibrant economy, and create skilled, well-paying
jobs the GoT should continue along ItS present course of change Regulatory procedures
should be streamlined to raise public-sector efficiency and lower the cost of dOing business
The government should reaffirm ItS commitment to the role of the pnvate sector and complete
the transItion by rationalizing regulation and making the public sector truly customer-service
onented To successfully transform the government's philosophy from an inefficient command
and control mlndset to one of facIlitation and partnership will take considerable leadership and
political will Workers will need to be retrained, incentives revamped, agencies eliminated, and
procedures revised

This draft assessment report IS Intended to inVite responses from concerned agencies and other
stakeholders about Tanzania's progress and the challenges that remain since the publication of
the 1996 Tanzania Investor Roadmap By revIsiting the constraints on the pnvate sector noted
In 1996, the analysIs Included In this assessment report IS meant to highlight Instances of
successful change as well as reemphasize the need to complete reforms The
recommendations made are not Intended to be defInitive, but suggestive, and to encourage
those Involved to work together to devise concrete means of addressing the current problems
and constraints

Methodology

It IS worth reviewing the methodology of the Tanzania Investor Roadmap and the assessment
report While the Investor Roadmap of Tanzania presents an exhaustive review of many of the
cntlcal Issues related to the government Interface with the pnvate sector, It IS meant to be more
than a detailed report Ultimately, we hope this assessment IS a tool for generating positive
change within the Government of Tanzania The Investor Roadmap's focus on procedural and
regulatory barriers to Investment and trade Illustrates how vanous government poliCies and
actions affect the International competitiveness of both local and foreign Investors Procedural
barriers that cause delays In a project's completIon or require excessive amounts of staff time
Increase the cost of dOing business, whether Tanzanian or foreign-owned, and make the
Tanzanian economy less efficient overall Investment procedures that lack transparency
Increase the nsks associated with commItting one's tIme and money to a project and a country
This type of nsk IS of particular concern to new Investors or those that are planning major
expansion projects For Tanzanian companies consldenng formaliZing their businesses, overly
complicated procedures create a Significant deterrent to JOIning the licensed, legal business
community, and keep major portions of the economy beyond the reach of the Tanzania
Revenue Authonty

The Roadmap IS presented largely from the perspective of a foreign Investor because non
Tanzanians face additional barriers to starting up a business In the country Because foreign
Investors are required to undertake some steps not required of Tanzanian Investors (obtaining
Immigration permits, repatnatlng profits, etc), the Tanzania Investor Roadmap IS more
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comprehensive than If It were Just to focus on the local Investment perspective Nonetheless,
the Roadmap IS stili relevant to local Investors, who are subject to the vast maJonty of steps
outlined Presenting the Investor's perspective IS also useful because It allows the public sector
to see how an Individual agency's policies and practices affect a broader, multi-agency process

The research methodology used for thiS assessment report mirrored that Originally utilized m
1996 The In-county research for thiS assessment was conducted m September and October of
1998 The mformatlon that Informs thiS assessment was gleaned from Interviews With
Tanzanian government offiCials, representatives of the busmess community, and other
stakeholders, Includmg staff from mternational donor agencies and diplomatiC miSSions
Government legislation, policy statements, and economic data was also collected and analyzed,
as was other material related to Tanzania The findings of thiS assessment report were
validated by a private sector focus group, gathering of public sector management, and a
roundtable diSCUSSion of senior level representatives of the government, business community,
and other stakeholders m December, 1998 These gathenngs served to validate and fine-tune
the fmdlngs and collect additional data that has been Integrated mto thiS final version of the
assessment report

In a departure from the 1996 Investor Roadmap, the mformatlon In thiS assessment document IS
divided Into chapters relatmg to

EmplOYing, Includmg mvestor and expatnate entry, hiring and firing local labor, and labor laws,
Locating, Includmg such Issues as acquIring title, developing a Site, obtaining utility connections,
and complymg With environmental laws,
Reportmg, Includmg such Issues as reglstenng a business, obtamlng, speCialized licenses,
acqulnng Incentives, and registering and paymg taxes, and
Operating, mcludlng Issues related to Importing and exportmg, acquiring foreign exchange, and
repatriating profits

Each chapter IS diVided mto subsections, and each of which Includes a part devoted to analySIS
of Issues and recommendations These analySIS sections discuss the changes that have
occurred since the Investor Roadmap was written m 1996 and detail outstandmg or new
challenges yet to be addressed Additionally, speCific recommendations are offered to stimulate
the process of crafting solutions and spur momentum for change

Note At the time ofwntmg, one U S dollar equaled 675 Tanzanian Shillings (Tsh) Tanzaman
mflatlon m 1998 has been estimated at approximately 13%

Figure 1 Illustrates the 13 Core Processes exammed by the Tanzania Investor Roadmap
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Figure 1 Investor Roadmap - 13 Core Processes

Process Stage Description Notes From PrevIous Roadmap Experience

Start up
ApplYing for In many cases the most ome consuming and frustrating part of
permit foreign Investmentm 1 Investor permit
Renewing Usually does not fall on cntlcal path However the need for renewal

3 Functioning
permit creates nsk for the Investor

"'C Start up
Applying for In many cases this may be cntlcal to the success or failure of the- 2 Expatriate work permit Investment Also very bureaucratic

0 permit
Functioning

Renewing Becoming a problem as many countnes are clamping down on
'< permit repeated renewals-:::J Start up

Hiring
Usually not very bureaucratic If any government Involvement at all

(Q 3 Local labor
workforce

FunctiOning
Managing Many facets including collective bargaining dispute resolution
workforce PAVE collection etc

Start-up
PurchaSing Can be the most difficult and confUSing Can make or break
land Investment

4 AcqUlrmg land
Functioning ExpanSion Not usually a cntlcal factor In Investment deCISion making

.... Start up
Transferring

Can be a problem In some countnes lacking sophisticated systems5 Transferrmg deeds0 ownership
(") Functioning none

£»
Start up

Planning and Problems can occur espeCially With utility connections Usually high....- 6 Developmg construction vanability between town planning offices
:::J land Expanding

(Q Functioning
faCIlities

See above

Start up
EnVironmental In many cases thiS IS not a major cause for concern In developing

7 EnVironmental deSign countnes
compliance

Functioning MOnltonng Inspections sometimes lack transparency

Start up Applications Can be complicated and potentially a source of corruption but
8 Registering and usually timely In most countnes

;tJ IIcensmg
Functioning Renewals Usually not an Issue

CD
"'C Start up

Reglstenng as
Usually not an Issue

0 9 Reglstermg and taxpayer

;:I- paying taxes
Functioning Paying taxes

Can be overly complex inconsistent from year to year In some- countnes
:::J

Start up
Applying for

Can be very complicated lengthy Causes frustration for Investors(Q 10 AcqUlrmg incentives
Incentives

Functioning
Claiming

Must be timely to aVOid bad reputation In Investment community
incentives

Importing Can be very complicated espeCially With valuation Issues It IS

11 Importlngl
Start up machinery and Critical that goods get cleared qUickly thiS can have a negative

0 exporting
raw matenals Impact on the bUSiness

"'C goods Importing and

CD FunctiOning Exporting
See above.., Qoods

£»
Start up

Registering
Not usually a problem In liberalized economies.... 12 Repatriating With bank-:::J profits

FunctiOning
Repatriating Can be very problematiC In certain countnes and potenbally a

(Q profits deterrent to Investment

13 Gettmg foreign
Start-up

Reglstenng
Not usually a problem In liberalized economies

exchange With bank

IX
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Figure 2 Illustrates some of the major changes that have occurred In the four process areas since 1996

EmploYing Activity Agency Involved Practice In 1996 Practice In 1998
Obtaining Class A Permit Department of Immigration Takes 2 to 6 months Takes 2 days to 2 weeks

Submissions Submissions
5 photos, 5 photos,
cUrriculum Vitae, cUrriculum Vitae,
Memorandum of Association, Memorandum of Association,
Articles of Association, Articles of Association,
IPC Certificate, TIC Certificate
Birth certificate,
Educational degrees,
Business pian/feasibility study,
Sector approvals

Obtaining Class B Permit Takes 2 to 6 months Takes 4 days to 4 weeks

x
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Locatmg ActIvIty Agency Involved PractIce m 1996 Practice m 1998
Obtaining Letter of Offer Commissioner of Lands, Takes 1 week Takes 3 to 4 days

MInistry of Lands
Obtaining phone TTCL Takes 5 to 6 months Takes 1 month
connection
Calling abroad, TTCL full/economy rate full/economy rate
Afnca - COMESA US $2 5/$2 0 US $1 8/$1 4
Afnca - Non-COMESA US $3 0/$24 US $24/$1 9
Europe, North Amenca, & US $4 0/$3 2 US $3 2/$2 6

Middle East
ASia US $4 8/$3 8 US $3 2/$2 6
Latin Amenca, Canbbean US $4 5/$3 6 US $3 2/$2 6

XI
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Reportmg Activity Agency Involved Practice In 1996 Practice In 1998
Names clearance and Registrar of Companies, Two processes, takes 3 to 6 days One process, takes 2 to 5 days
reglstenng firm MInistry of Industnes and

Trade
Getting Trades License Internal Trade Section, Forms In Klswahlll only Forms In Klswahlh and English

Ministry of Industnes and Procedures not publicly avaIlable Procedures posted for public review
Trade

Obtaining Certificate of Investment Promotion Takes 3 to 4 months from IPC Takes 3 to 5 days from TIC
Incentives Agency/Tanzanla

Investment Centre
Qualify for Certificate of Investment Promotion Must have US $500,000 If foreign Must have US $300,000 If foreIgn
Incentives Agency/Tanzanla Investor Investor

Investment Centre
Qualify for reduction of 1 Prepare Import schedule, Register with TIC for blanket capital
duty on capital Imports 2 submit schedule to IPC for goods duty reduction

venflcatlon based on
bUSiness plan,

3 submit IPC venfied schedule
to MInistry of Finance for
Remission Order,

4 MinIstry of Finance submits
RemissIon Order to Customs,

5 Customs matches approved
times to capital goods when
Imported

XII--------------------------------------------------------
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Reportmg Activity Agency Involved Practice m 1996 Practice m 1998
Receive Local Trades Dar es Salaam City 1 Applicant hosts health 1 Applicant hosts health inSpection,
License Commission inSpection, 2 Health Inspector collects fee,

2 Health Inspector completes Issues receipt, completes report,
report, 3 Health officer forwards health

3 Applicant picks up health certificate and receipt information
certificate, to trades officer, and

4 Applicant takes certificate to 4 Trades officer recommends yes/no
trades officer, on license

5 Applicant pays fee and
receives receipt, and

6 Trades officer recommends
yes/no on license

Obtain Industnal License Industnal LicenSing Board, Manufacturers with turnover of Manufacturers with turnover of Tsh
MInistry of Industries and Tsh 10 million must register 100 million must register
Trade

Obtaining commercial Flshenes DIvIsion, MInistry License fees based on US $80 License fee IS now a flat US $16,000
fishing license of TOUrism, Natural per gross registered ton per annum

Resources &EnVironment

XIII--------------------------------------------------------
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Operating Activity
Clearing Imports/exports

Agency Involved I Practice In 1996
Bank of Tanzania, Customs, IGoods clearance takes
NASACO, TCFB, THA days on average

Eight forms used

Practice In 1998
15 I Goods clearance takes 2 to 10

days on average

Single Bill of Entry Used

No random inspection scheme, Random Inspection scheme In
over 80% of cargo phySically place, 35% of cargo phySically
Inspected Inspected

Goods over US $2,000 need IGoods over US $5,000 need
PSI PSI

TRA Income Tax Department, I Only Customs offiCials check
Customs, and Bank of documents In the Long Room
Tanzania offiCials check
documents In the Long Room

Traditional products subject to ITraditional products exempt
export taxes from export taxes
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Chapter 1

Employing

This chapter focuses on Issues related to employment and highlights the major procedural and
qualitative changes In the system since the Tanzania Investor Roadmap was completed In
1996 Specifically, thiS chapter will address obtaining self-employment and employment
permits, hiring and firing local labor, and registering for national Insurance and pensions
schemes

1 1 Residence Permits

The Department of Immigration reports making several changes since 1996 In addition to
Improving communication with the TIC and significantly speeding up average response times,
the Department has also eliminated four of the submissions (birth certificate, educational
degrees, feasibility study, and proof of sectoral approval by a line ministry or licensing agency)
reqUired for Class A Residence Permits The Department has aSSigned an officer to oversee
the applications of Investors Immigration has stopped requiring that Investors have a sectoral
approval of their project by a line ministry or licensing agency In hand prior to ISSUing a Class A
permit Immigration offiCials note that obtaining these sectoral or business licenses can be
rather time-consuming and used to add an unnecessary delay In the process of obtaining a
reSidence permit

Immigration offiCials suggest that these changes have shortened the process by an average of
more than three weeks for Class A Permits The fees for permits have also Increased at a rate
of 8% for Class A Permits and 20% for Class B Permits since 1996

OffiCials from the Department stated that they are In the process of reviewing the application
forms In order to Simplify them, and a new form might be ready for production dUring 1999

Investor Entry Procedures

VISitors to Tanzania are reqUired to obtain a visa Visas can be obtained In advance through
some Tanzanian embaSSies abroad or at the airport for US $50 Multiple entry visas can be
obtained at the Department of Immigration In Dar es Salaam

ReSidence Permits confer the nght to work as a foreigner In Tanzania There are three types of
ReSidence Permits available In Tanzania Class A for self-employed foreigners, Class B for non
Tanzanian employees, and Class C for other categones of reSidents, such as students and
mlSSlonanes Applications for Class A and C Permits should be forwarded directly to the
Director of Immigration Services and Class B Permits pass through the Labour CommiSSion
pnor to reaching the Immigration Department ReSidence Permits can only obtained In Dar es
Salaam For the purpose of thiS report, the procedure for obtaining a Class C Permit IS omitted

Figure 1 1 summanzes the steps, tlmeframe, and fees Involved With acquiring Class A and B
permits



FIGURE 1 1 EMPLOYING

DURATION
ACTIVITY

1 Month 1 Month
FEES

~

ObtaIning Visa

Company RegIstratIon

AcquIring Investment
CertIficate

Obtalnmg Self-employment
ResIdence (Class A) PermIt

ObtaIning Employee
ResIdence (Class B) PermIt

US$50 single entry
(good for 3 months),
available at the
alroort

Tsh 9,600 (US$14 2)
for processing fees
plus variable fee
based on the amount
of caDital2-3 davs
Tsh 75,000 (US
$111 1) for the
application form and
Tsh 400,000 (US
$5926) for the
Certificate of
Incentives4 davs

7 days, reported
average
processing times
range from 2 days
to 2 weeks

US $1,620 for two
year permit, renewal
costs US $810

14 days, reported
average
processing times
range from 4 days
to one month

US $600 for two
years, renewal costs
US $300
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Class A Permit Application Process Application Form TIF 1 can be obtained at the Department
of Immigration Services There IS no charge for the form and no processing fee Along with a
completed application form, the following Items must be attached

• five photographs,
• cUrriculum vitae,
• Memorandum and Articles of ASSociation, and
• TIC Certificate

There IS a fee of US $1,620 for a Class A Permit, which IS generally valid for two years Permits
can be renewed for an additional two years for US $810 Immigration officials state that
processing a Class A Permit now takes an average of two days, down from about a month In
1996 Some In the pnvate sector dispute the assertion that Class A Permits are regularly
processed In as little as two days, but most agree that average delays have been cut down from
as much as SIX months to a week or two

In a departure from past practice, If an Investor has a valid TIC Certificate he or she can be
granted a two year ReSidence Permit and IS required to submit bUSiness licenses as they are
Issued If an Investor does not meet TIC conditions, he or she can apply for a one year
ReSidence Permit and submit the TIC certificate once the Investment has met the Centre's
cntena Without an Investment Certificate, the Department of Immigration may physically
Inspect the Investment each three to SIX months

Employee Entrance Procedures

The same visa restnctlons apply to non-Tanzanian employees and self-employed entrepreneurs
alike Foreign employees must obtain a Class B Permit to work In Tanzania Applications for
Class B Permits should be forwarded to the Director of Immigration Services through the Labour
CommiSSioner, the Labour CommiSSion IS only Involved In the Issuance of Class B Permits
These ReSidence Permits can only be obtained In Dar es Salaam

Class B Permit Application Process To hire a foreign employee, a Class B Permit must be
sought by the employer Immigration officials suggest that the first five expatriates requested by
a TIC certified Investor granted automatically Additional applications receive greater scrutiny
and are deCided on a case by case baSIS As proVided In the new Investment Act, there are no
Immigration quotas for certified Investors In the mining or petroleum Industries The application
form (Form TIF 1) IS available from the Department of Immigration at no cost and there IS no
processing fee The application form should be accompanied With the follOWing

• five photographs,
• cUrriculum vitae,
• proposed contract,
• birth certificate,
• academiC qualifications (preferably copies of diplomas),
• proof of experience (testimOnials or certificates of service),

• organizational chart, and
• offer of employment
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In a departure from past practice, Immigration officials state that they place less emphasIs on
the last five submiSSions Employers of Class B applicants must sign a "General Security
Covenant" for each foreign employee This covenant acts as a guarantee that the firm will
assume any expenses Incurred by the government "In connection with the detention,
maintenance medical treatment or conveyance to any place outSide Tanganyika of each such
employee, hiS wife, children or other dependents, but In no case exceeding four thousand
shillings" Form TIF 13 must be prepared as part of this process and the Covenant must be
arranged with the National Bank of Commerce

ReqUired documents In languages other than English must be translated

If hiring an expatriate worker the firm must prove that It has tried to fill the position with a
Tanzanian Consequently, the firm should supply copies of advertisements announcing the
vacancy as well as the CUrriculum vltas of the alternative Tanzanian candidates The Labour
CommiSSion Will also examine a firm's training program, which IS meant to enable Tanzanians to
eventually replace the foreign employees

Class B Permit applications are reViewed by the Labour CommiSSion, which makes a
recommendation to the Department of Immigration to either Issue or withhold a permit The
Department of Immigration then Implements thiS recommendation Each agency's processing
takes approximately three days, offiCials assert, although the Immigration Department has
stated that It has set a goal to complete the entire review process within four days

Class B ReSidence Permits Incur a fee of US $600 for two years There IS a renewal fee of US
$300 These fees are payable to the Department of Immigration

Form TIF 20 -- "Return on Employment of Non-Citizens" must be submitted annually between
January 1st and March 31st There IS no processing fee associated with the submiSSion

AnalysIs

Issues

Immigration offiCials have noted that they have made several Improvements In administering
ReSidence Permits since 1996 While acknowledging the progress In the area of administering
Immigration procedures, some Issues related to Immigration bear speCial attention

• Immigration offiCials assert that they have Improved their Issuance times since 1996 for
Class A and Class B permits OffiCially, the GoT states that typical processing times for
Class A and Class B permits are two and four days respectively Private sector Interviewees
stated that although delays have fallen from an average of one month for Class A permits
and up to SIX months for Class B permits, the process usually takes more than a week for

Class A permits and two weeks for Class B permits The amount of time reqUired seems to
be variable, as both shorter and longer delays have been reported

Renewals of Class A and Class B Permits are Widely reported to be much easier to obtain
than the Initial permits
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• The major remaining setback In Immigration's processing procedures IS that an Investor or
worker IS not allowed to conduct any bUSiness until hiS application IS approved This
represents several days or weeks when a foreign company must pay a salary and expenses
to maintain an Idle employee In Tanzania This delay and the resulting extra expense
particularly hamper companies that hire expatnates for short-term contracts or qUick
emergency Jobs, such as engineers flown In to conduct repairs on machinery or equipment
One bUSinessman estimated that the processing delays for Class B permits add
approximately US $500 per week to the cost of hiring short-term and emergency skilled
workers

• In 1996 Investors widely cntlclzed the permit allocation process for ItS difficulty and lack of
transparency Today, Investors state that Immigration's administration of the process IS
transparent and most Immigration officials can adequately explain what needs to be
submitted to get a Residence Permit As well, gUidelines In both English and Klswalll are
posted In the processing area of the Department Some In the pnvate sector allege that the
ease and transparency of the permit allocation process IS related to the size and ownership
of the company Some of these same bUSinesspeople allege that Immigration officials
occaSionally seek bnbes In return for expediting a permit application Although stili a
problem, this type of corruption IS generally perceived to be declining

• Most Investors do not credit the Labour Commission for making ItS procedural gUidelines
any clearer Since 1996 While the Labour Commission notes that It has Internal gUidelines
to determine whether Class B Permit applicants should be approved, these gUIdelines are
not available to the public Investors state that the Department of Immigration and the
Labour Commission readily approve the five expatnate workers automatically as authonzed
by the 1997 Investment Act, the expenence of secunng Class B Permits for additional
workers vanes Some bUSinesspeople allege that they face stiff resistance to being allowed
additional employees and most say that they are not certain how the applIcations are
assessed by either the Labour Commission or the Department of Immigration Further,
Tanzania does not use a posItive or negative list that indicates which occupations are In
short supply or surplus Such lists would speed the process and make It more transparent,
as some candidates could be eaSily accepted or rejected based on labor availabilIty

• Immigration offiCials note that some Investors face problems when they rely on unscrupulous
or Incompetent middlemen who do not follow the rules, do not submit documents on time or
In a proper manner, or do nothing whatsoever Immigration offiCials cite several cases
where an agent defrauded a company trying to secure Class A or B transparent Permits In
one Instance an Investor paid US $4,000 to an agent to arrange for work Class B Permits
and the agent disappeared With the fee and did nothing to help obtain the permits In
another case an agent collected the required fees from a client and then paid off prevIous

debts Instead of paying the required fees for Class B permits GoT offiCials state that the
Immigration Department and TIC staff should be consulted when questions or problems
anse, and middlemen should be aVOided

• Automatically granting Class B Permits for five expatnate employees has expedited the In
flow of needed employees Nonetheless, thiS quota system IS arbitrary FIXing a ngld
number is a blunt mechanism for enablIng companies to hire the workers that they need,
and a more flUid system would further rationalize Tanzania's labor market The GoT
recognizes that a mining company might require more than five skilled expatnates but does
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not extend this flexibility to any other type of business By legislating an employee quota the
government IS Ignormg the economic reality that It IS m an Investor's own self-Interest, based
on comparative wage rates If nothmg else, to find a qualified Tanzanian whenever pOSSIble
Instead of Importmg a much more expensive foreign worker Given the fact that most
Investors are gUided by economic rationality, It IS doubtful that the government needs to
compel the pnvate sector to hire qualified Tanzanians when available

• Investors note that permit application forms are out of date and have proscnbed fees on
them that are below current rates This IS confUSing to Investors and gives the Impression
that the Department IS badly out of date or clerks are demanding higher fees than they
should ImmIgration officials note that they are working on revIsing their application forms
and hope to have new ones produced sometime In 1999

• Investors used to complain that the documentary requirements were duplicative of those
collected by other agencies like the former IPC Accordmg to Investor feedback, the
Department of ImmIgration has successfully ellmmated some submission requirements and
IS less duplicative of the TIC and others Immigration officials note that they are de
emphaSIZing certain submissions If an applicant has a valid TIC certificate

• Another Issue which deserves mention IS that Tanzania requires travel visas from foreign
bUSiness and holiday travelers Several other countries, such as Uganda, Namibia, and
Ghana, have eased entry reqUirements to faCIlitate tourism and international bUSiness
Tanzania IS competing both With countries that are more Widely known as tOUrist
destinatIons and less expensive to VISIt, so ItS visa fee acts as an additional deterrent to
attracting VISitors Most countries charge less for bUSiness entry and many Will waive visa
fees for tOUrists to encourage VISitorS

Recommendations

• Although makmg Significant progress, the Department of Immigration should strengthen ItS
Internal gUidelines relating to how long It takes to Issue a permit HaVing demonstrated that
Class A and B Permits can be Issued m a matter of days, the Department should
systematize ItS Improvements Currently, Investors report that Simple errors or
misunderstandings can Significantly delay the permit approval process and often require the
direct attention of the Department's top officers Lower level offiCials should be suffiCiently

trained and empowered so that they can make routine deCISions, thereby speeding up the
processing times of applications

• The Department should allow Class A and B Permit applicants to conduct busmess while
waiting for final approval As other agencies do, the Department of Immigration may
conSider Issuing a temporary permit ThiS added fleXibIlity would eliminate a Significant
dependency and lower costs for Tanzanian bUSinesses that hire expatriate workers

• In the past few years the Department of ImmIgration has made Significant progress In
eliminating the vagueness surrounding the permit application process Now the Department
should ensure that ItS procedures are followed uniformly and applied equally and fairly to all
Investors A transparent process, strong leadership, and serious sanctions for wrong doers
can go far In redUCing corruption or processing aberrations
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• The Labour Commission should publish some basIc gUidelines on what the requirements
are for secunng additional expatnate work permits The TIC should also make this
information available as well as the Immigration Department's published gUidelines and
fees It IS also suggested that the Labour Commission establish and publish accurate and
up-to-date positive and negative lists of occupational skills For example, medical doctors,
engineers, auditors, and production managers could be Included In a positive list signifying
that these types of professionals are automatically welcome to work In the country A
negative list of occupations that are readily available among Tanzanians should also be
established, thereby keeping foreign Immigrants from taking jobs from qualified Tanzanians
This system would achieve several goals First, It would eliminate the need to process
applications that are doomed to rejection because the type of worker Involved IS obviously In
abundance In Tanzania Second, workers that are In high demand In Tanzania could be
granted permits more automatically Third, It would bnng consistency and speed to the
process as some applicants are qUickly rejected or accepted based on clear and publicly
available cntena Finally, the Commission's cntena for rejecting or accepting a would-be
Immigrant worker would be clearer and more widely understood by the public

• Immigration should Identify and facIlitate the prosecution of unscrupulous middlemen As
well, the Department should continue ItS efforts to educate firms about the potential nsks of
relymg on middlemen

• Although the current system for processing Class B Permits represents an Improvement
over prevIous years' schemes, It IS recommended that the GoT conSider lifting ItS quota on
expatnate workers The approval of five workers IS arbitrary and defies the logic of
comparative wage rates Based on the self-mterest of most businesses, It IS unnecessary
for the government to limit the number of expatnates hIred by companies operating In
Tanzania

• It IS recommended that the TIF 1 Form be updated Further, If fees are expected to nse on
a regular basIs a dated fee schedule should be produced and made publicly available The
new form should be Simplified to mclude only the Information that IS required ThiS

Simplification would ease the workload of both the Investor and Immigration offiCials and
ellmmate extraneous Information that can cause confUSion The new form should also be
produced m such a manner that It could be posted on and downloaded from the mternet,
thereby mcreasmg Investor access to the document and shlftmg the cost burden of
reproducmg forms to the pnvate sector

• The Department of Immigration's documentary requirements can be further Simplified,
especially for Class B Permits For example, If Department of Immigration offiCials are
already de-emphasIzing the Importance of birth certificates, academiC qualifications
(preferably copies of diplomas), proof of expenence (testImonials or certificates of service), a
company's organizational chart, and the offer of employment, they should conSIder dropping
them as requirements altogether Requiring such documents as copies of diplomas and
testimOnials or certificates of service suggests that the Department of Immigration and
Labour CommiSSion IS second-guessmg the personnel deCISions of the Investor whose
capital and business are at stake Requiring a company's organizational chart IS Similarly
intrusive Finally, the "offer of employment" seems to be redundant of the "proposed
contract," which IS also a reqUired submiSSion The Department of Immigration should

7



Chapter 1 - Employing

continue to request Items that relate to Its core security functions but eliminate submissions
that relate to the management of a business

• It IS recommended that the GoT terminate the visa requirement for VIsitors from countries
that pose little risk for Illegal Immigration and with which Tanzania IS trying to develop closer
commercial and tourism ties If the government IS serious about encouraging tourism, the
Immigration Department should lower ItS fee to undercut the amount charged by ItS
neighbors The Department of Immigration should also Improve ItS capacity to Issue visas
through Its embassies abroad

Figure 1 2 shows Tanzania's performance In ISSUing work permits to expatriate employees
compared to a sample of other countries
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1 2 Labor Regulations and Conditions

Since 1996, there have been few changes to Tanzania's labor laws An Increase m the
minimum wage has been proposed and may come mto effect wlthm the next SIX months The
key provIsions concerning labor are as follow

MInimum Wage The minimum wage for the pnvate sector IS Tsh 17,500 (US $25 9) per month
for those above 18 years of age, the minimum wage for those aged 15 to 17 IS Tsh 14,000 (US
$20 1) per month

Overtime The standard workweek IS 45 hours Overtime pay IS 1 5 times more than the
employee's standard pay

Work Restnctlons The minimum working age IS 15 years although 14 year olds can be
employed with parental permission

Annual Leave Employees are entitled to 28 annual leave days regardless of the level of
senlonty At the end of every second year a leave allowance of Tsh 6,000 (US $8 9) per
employee IS to be paid There are also 14 public holidays

Other Statutory Benefits Employers are required to proVide the follOWing fnnge benefits

Rent Allowance
Transport Allowance

Tsh 2,000-15,000(US $1 8-$222)/month
Tsh 4,000 (US $5 9)/month In Dar es Salaam
Tsh 2,600 (US $3 9)/month In regional capitals
Tsh 2,000 (US $3 O)/month In dlstnct capitals

Payroll Levy
Vocational/Educational Training Authonty Levy
National SOCial Secunty Fund Contnbutlon

4% of the gross wage bill (collected by TRA)
2% of gross wage bill (collected by NSSF)
10% of gross wage bill (collected by NSSF)

Employers are required to obtain Workmen's Compensation Insurance from the National
Insurance Corporation Rates vary depending on the nature of the actiVity and the level of
coverage desired

Local governments charge a Development Levy, which IS typically, payroll based ThiS amount
vanes but can be as high as Tsh 6,000 (US $8 9) per employee annually

Although not required by law, It IS standard practice for employers to proVide medical care for
employees In the pnvate sector, thiS cost equals approximately 9% of the total wage bill

Sick Leave Employees are entitled to three months continuous Sick leave at full pay For the
subsequent three months, the employer IS required to pay half the employee's usual wages

Maternity Leave Employers are reqUired to allow a paid maternity leave of 84 days There IS no
paternity leave policy In effect

Dismissal Procedures Workers must be given a senes of warnings before they can be
dismissed and employers must complete and submit Form 1A to a Labour officer when a breach
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occurs The first time a problem occurs the worker IS to be given a warning The second time
the employer gives a severe warning After a third Incident the employer can Issue a repnmand
After a fourth breach the employer can deduct a day's pay Only after a fifth Incident can the
employer dismiSS the worker, however, dismissal can only occur If the five Incidents have
occurred within a six-month penod At that time, the worker will typically take the case to the
ConcIliation Board, chaired by a Labour officer and staffed by representative from both the
Employers Association and the Trade Union

Retrenchment Because most workers In Tanzania are unionized, most firms consldenng
retrenchment will meet with union leaders first Once an agreement has been reached, It must
be registered with the Industnal Court (located In Dar es Salaam and Arusha)

Severance Pay Severance pay IS determined by the following formula

annual wages x 05 x number of years service
100

AnalysIs

Issues

There are several overarchlng Issues related to Tanzanian labor that add useful context to a
diScussion of procedural constraints to bUSiness growth and competitiveness While these
Issues do not Imply a procedural recommendation, they add to the difficulties faced by local and
foreign-owned bUSiness In Tanzania and therefore deserve consideration In this document

• Public officials and bUSinesspeople alike suggest that the Tanzanian workforce remains
devoid of enough people who adequately understand management and bUSiness concepts
While most bUSinesspeople profess to prefer finding a local Tanzanian for skilled
management and technical positions, many state that they often must look abroad to find a
candidate with suffiCient skill and expenence

• The legal Infrastructure governing labor IS out of date and Inadequate to regulate a modern,
market-oriented economy Many of Tanzania's key labor laws were promulgated In the
1960s Relatedly, the court system does not efficiently handle labor disputes and alternative
dispute resolution mechanisms are generally absent

• There IS a perception that wages are too low to motivate the average worker to be more
productive or trustworthy Similarly, some bUSinesspeople suggest that public officials would
be less likely to seek bnbes If their salaries were higher and their work more rewarding As
a result, some feel that the government should raise the minimum wage, which determines
the salaries that many pnvate sector employers pay Some bUSinesspeople noted that they
pay higher than average salaries as a matter of course to attract the best of Tanzanian
workers

• Customer service IS Widely criticized In Tanzania, and some suggest that poor service IS a
factor In making Tanzanian tourism less attractive than competing industries In the region

• Despite the progress Tanzania has made In ItS economic reforms there IS a strong
constituency opposed to further economic liberalization and priVatization In the country
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Many workers In parastatals and government agencies are resistant to Increased pnvate
participation In the economy for fear of being terminated or having to work under new rules
and norms

There has not been much change In recent years to address these problems Thus, the
concerns and recommendations rendered below draw on some of the unresolved labor Issues
first cited by the Tanzanian Investor Roadmap In 1996

• The law severely restncts employers' ability to discipline or dismiss bad workers Several
Investors vociferously stated that the high threshold of Incompetence and the warning
system required of employers make It extremely difficult and time-consuming for a firm to nd
Itself of Incompetent workers, thereby lowenng the prodUCtiVity of Tanzaman business In
particular, the requirement that five offenses must occur within a six-month penod IS
considered grossly unfair to the Investor and a senous problem for managing a staff As a
result, It IS almost Impossible to dismiss bad workers, even If they steal, display negligence,
or show up to work drunk

This ngldlty In the labor market IS an Important factor In preventing Tanzania from raising low
productiVity levels and makes It difficult for Tanzaman businesses to compete against
overseas compames Further, the difficulty and time Involved In dismissing unproductive
employees encourages businesses to hire workers on a casual or contract basIs One
manager of a construction firm noted In 1996 "that only 10% of all construction workers are
full-time employees Contract and casual workers are viewed as much more productive
than full-time workers, prodUCtiVity IS said to drop precipitously when casual or contract
workers are hired on a full-time basIs"

It should be noted, however, that many Investors report that the ability to negotiate one or
two year contracts with workers has slgmflcantly Improved bUSiness flexibility In managing
new employees

• As noted above, pnvate sector sources suggest that the eXisting Tanzaman labor laws are
old and heavily biased toward workers ThiS IS compounded by the fact that there IS a weak
framework for dispute resolution The Industnal Court IS not working well and cases can
drag on for as long as five years BUSiness sources suggest that the deCISions made by the
Court do not take the financial position of the firm Into consideration and some of ItS
Judgements have unnecessanly bankrupted compames

• The cost of employee benefits and retrenchment packages negatively affects the Tanzaman
labor market As observed In 1996, "while wages are low the fnnge benefit levels are high
The standard fnnge benefit ratio In Tanzama IS approximately 45% which compares to the

25-35% figure typical In most developing countnes The provIsion of rent and transport
allowances IS becoming less common globally and IS being substituted for higher wages In
many developing countnes, the number of annual leave days IS limited to 5-15 days
compared to the 28 days In Tanzama The number of public holidays IS also high at 14 days
as compared to 12 In Namibia and Uganda, eleven In Ghana, and ten In the Umted States"
These vanous benefits raise the cost of hlnng and retaining workers and thus restnct the
creation of full-time employment opportumtles In Tanzama Especially for large pnvatlzed
compames, retrenchment negotiations can lead to expensive buy-outs of unproductive
workers
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Recommendations

With so little change In the labor situation m the last two years, It IS worth quoting some of the
analysIs offered In 1996 "Given the liberalization of the economy, press, and politics In recent
years" It IS recommended that the GoT further liberalize the labor market, mcludlng unions
When workers nghts are violated, unions and the court system should effectively ensure just
redress under the law "Employers need a greater level of flexibility m dismiSSing unproductive
workers The current mechanisms make It difficult for employers to Increase prodUCtiVity levels
and discourage the creation of full-time jobs Similarly, the high fnnge benefit ratio encourages
busmesses to employ casual workers rather than create more permanent positions Global
expenence demonstrates that more flexible labor policies lead to lower unemployment levels"
More specific recommendations follow

• Current policies and procedures that prevent firms from ellmlnatmg unproductive or
untrustworthy employees should be eliminated Specifically, the labor laws should be
amended to allow for a more reasonable threshold for finng unproductive workers The
number of offenses allowmg for dismissal should be lowered, the tlmeframe within which
these offenses must be recorded should be expanded, and the standard of proof for an
employer should be eased Given Tanzania's transition from a command and control
economy, the MInistry of Labour should adopt policies and regulations that encourage
employment growth, confer incentives for productiVity, and discourage inefficiency

• The labor laws are In need of reVISion to reflect Tanzania's recent pnvate sector onentatlon
and changes In the global economy Current labor laws do not address certain types of jobs
and workers Additionally, current laws discourage the creation of jobs by pnvate
companies by restnctlng the ability of companies to eaSily hire and fire workers based on
their productivity Relatedly, the Industnal Court should Improve ItS ability to process cases
Other dispute resolution mechanisms, Including binding arbitration, should be Introduced to
lessen the burden on an meffectlve court system and speed the process of coming to a
resolution In labor disputes

• As suggested In 1996, "the low level of pay and high level of fnnge benefits reflect two
aspects of Tanzania's past economic onentatlon High tax rates encourage higher fnnge
benefits and lower pay scales Moreover, In a SOCialist economy, there IS a tendency to
differentiate workers less m terms of salary and more In terms of hidden perks To begin to
address thiS Issue, It IS recommended that the statutory rent and transportation allowances

be terminated and monetized directly to salanes ThiS Will ease bookkeeping procedures on
companies and bnng about more straightforward pay scales for employees"

1 3 SOCial Security and National Insurance

The National PrOVident Fund (NPF) has recently been reorganized mto the National SOCial
Secunty Fund (NSSF) based on the National SOCial Secunty Act, which came mto effect on
January 30, 1998 The NSSF has 52 offices In all regions of the country and ItS headquarters
are In Dar es Salaam Unlike the old proVident fund scheme where payments were directly tied
to past contnbutlons plus Interest, payments made to the NSSF are now pooled Additionally,
upon retirement a worker receives a regular payment under NSSF versus a lump sum as under
the prevIOus scheme
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The NSSF offers the following benefit plans

1 Old age pension,
2 Invalidity pension
3 Survivors pension,
4 Funeral grants,
5 Maternity benefits,
6 Employment InJury, and
7 Health Insurance

Registration Process As soon as a firm employs one or more person and becomes operational
It must register with the NSSF To register with the Fund a firm IS required to fill out Form
NSSF/R 1 and return It to the nearest NSSF office After thiS, an employer should collect one
NSSF 3 Form and one NSSF Form 4 (thiS form acts as a membership card) per employee
There IS no fee for the form and no other attachments are required There IS typically a delay of
less than a week to obtain a registration number In addition, any mdlvldual employees who
have not already done so must register with the NSSF

The NSSF scheme IS designed for private sector employees and non-pensioned CIvil servants,
others may have their own pension scheme Private sector employees and non-pensioned CIvil
servants of Tanzanran nationality cannot be exempted from the NSSF scheme even If they have
established alternative pension or Investment plans Foreign employees can be exempted from
the NSSF If they can prove that they are covered by another pension program Exempting
foreign employees IS typically done by writing a letter explaining the situation to the NSSF In
addition, a letter from employee's embassy noting his or her partiCipation In another SOCial
security program can be helpful

Operational Requirements The employer IS required to submit 20% of an employee's monthly
wages to the NSSF, of which 10% IS paid by the employer and 10% IS paid by the worker
Once a firm IS operational It IS expected to complete payment tracking forms NSSF/CON 5 and
16(A) on a monthly basIs Payment can be made to the nearest NSSF office There IS a grace
period of one month, after which a penalty of 5% Will be assessed on all late payments

Payments can be made In cash, check, or bank draft In Dar es Salaam, elsewhere payments
are accepted only by check or bank draft

Employers are also required to make payments on casual workers to the NSSF The employer
IS required to remit the eqUivalent of 10% of the wages paid Unlike full-time employees, casual
workers do not have 10% of their wages deducted for the NSSF For casual workers,
employers must fill out a different form -- NSSF Form 16

Insurance

Under the Workmen's Compensation Ordmance, employers are required to purchase
workmen's compensation for employees The Insurance IS only available from the National
Insurance Corporation (NIC), which holds the monopoly over Insurance In Tanzama As In other
countries, workmen's compensation Insurance IS payable In the event of death, permanent total
or partial Incapacity, or temporary Incapacity

14



Chapter 1 - Employing

RegIstration Process Employers are required to fill out the "Workmen's Compensation Tariff
Proposal Form" This form should be completed once the firm begins hiring employees and Just
before the firm becomes operational Employers can choose between Schedules A and B
Schedule A provides the minimum coverage with a medical coverage limit of Tsh 108,000 (US
$1600), Schedule B has a medical coverage limit ofTsh 250,000 (US $3704)

The premium IS based on the number of employees, the nature of the Job, and salary levels
Payment of the premIum must be paid annually

AnalysIs

Issues

Because of the recent transformation of the National Provident Fund Into the NSSF, It IS difficult
to analyze potential progress or problems with certitude Nonetheless, a few observations are
warranted

• According to some employers, the main shortcoming of the NSSF program IS that private
sector Tanzanians cannot be exempted from the scheme even If they have alternative
pension plans While the NSSF considers other plans as supplemental, the 20% payment
required by the Fund makes It difficult, particularly for poorer workers, to utilize more
profitable Investment vehicles Further, the NSSF's power to compel firms to pay for their
workers' retirement discourages employers from seeking more effective means of investing
on behalf of their employees and inhibits the liberalization of the social Insurance market In

Tanzania

• In 1996, concerns were raised about the proposed shift from the NPF to the NSSF As It IS
too early to tell If these concerns have been ameliorated, some are quoted "The shift to a
revolving social security scheme where all resources are pooled IS troubling given the
difficulties that Similar plans are now experiencing SOCial security schemes are eaSily

politiCized and there IS a strong tendency to Inflate payments to benefiCiaries beyond what IS
sustainable for the program's long-term health In the United States, thiS has led to ever
increasing SOCial security taxes Without any strengthening of the program's long-term
finanCial soundness" The Fund's Investment opportunities are limited, and given
Tanzania's inflation rate It IS questionable If the NSSF can keep the purchaSing power of
payments from eroding over time Without relying on additional sources of Income

• According to the private sector, the services offered by the NIC are poor In quality Without
competition from other Insurance companies there IS little incentive for the NIC to make
Significant changes In ItS systems or Improve the quality of services

Recommendations

It IS too early to tell If the shift from the NPF to the NSSF Will benefit Tanzania's workers and
employers Nonetheless, three recommendations are offered

• The GoT should allow for Tanzanians to be exempt from the NSSF If they are enrolled In a
more competitive and equally secure retirement plan ThiS would encourage competition In
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the Tanzanian market, likely lead to Improved performance for social security recipients, and
give workers and employers more chOice In how to plan for their financial futures Further, If
the NSSF IS confident In the services It prOVides, It should not fear competition from other
funds Both CIVil servants and businesspeople contacted during this assessment stated that
the GoT should further liberalize the pension market and allow for Increased private
partiCipation

• Turning to the wornes about the NSSF plan noted two years ago, a recommendation from
1996 IS offered for conSideration "A new development In many countries IS the priVatization
of SOCial security In 1981, workers In the Latin American country of Chile were given the
option to make their retirement Investment with either the national SOCial security fund or an
approved private sector alternative of their chOice The results have been dramatic
Pensions are now 50 to 100% higher than under the state system and the national savings
rate has Increased to 27% of GNP OWing to the success achieved by Chile, Argentina,
Peru, and Colombia have now undertaken Similar reforms The GoT should strongly
conSider thiS option before Implementing a public sector run SOCial security scheme"

• It IS recommended that the GoT terminate the NIC's monopoly on Insurance and accelerate
the liberalization of the Industry Increased competition Will bring about Improved service,
lower premiums paid by the employer, and higher disability payments to Injured employees
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Chapter 2

Locating

This chapter focuses on the various aspects of locating a business In Tanzania, including land
acqUisition, site development, and utility hook-ups It IS generally recognized that the most
serious start-up delay faced by Investors In Tanzania occurs within the land acquIsItion and sIte
development stage

2 1 Acqulflng Land

Since 1996, there have been some modest procedural and administrative changes In the land
acquIsItion and development processes Changes reported by MInistry officials Include the start
of computerization In the DIvIsion of Surveys and Mapping, a significant eliminatIon of disputes
related to overlapping titles, and Improved communication with the TIC and local City Councils
Part of the DIvIsion of Surveys and Mapping's computerization scheme Involves digitiZing
eXisting surveys and storing them In computer memory banks Currently, In Dar es Salaam
Ministry officials estimate that 5% of the land IS surveyed and dIgitally stored In government
computers Since 1996, the Ministry has also surveyed more plots of land, including 14 large
government farms scheduled for priVatization, the country's road network, and the area around
Tanzania's dams

As a result of the Tanzania Investor Roadmap, several officials from the MInistry of Lands
participated In an intensive process Improvement effort that Included a workshop and strategic
planning exercises 1 Ministry offiCials have stated that the workshop served as a catalyst for
developing an action plan to address several Internal management defiCienCies and streamline
several of the Ministry's procedures While several of the workshop's recommendations have
been Implemented, It IS too early to conclUSively assess how these reforms Will affect the
experience of Investors In acquIrIng land In Tanzania

Figure 2 1 compares several aspects of land acqUisition and site development In Tanzania to a
sample of other countries

I DetaIls about tlns workshop are found III a separate document prepared for USAID/Tanzama
entItled Report On the Process Improvement and CapaCIty BUlldmg Workshop for the DIVISIOn of
Surveys and Mappmg and Human Settlements Development, MInIstry ofLands, by Barry
Camson, The ServIces Group, 1998
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Figure 21
Land AcquIsItIOn and Site Development
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The New Land Policy and Act The GoT has recently Introduced a new national land policy to
replace the eXisting land tenure system created largely under the 1923 Land Ordinance A new
Lands Act, awaiting ratification by parliament, IS expected to come Into effect within a few
months The new law should change several aspects of the way land IS administered and
acquired In Tanzania Two changes anticipated under the new law are the formalizing and
strengthening of an eminent domain mechanism and eliminating the Regional Land Officers and
transfernng their power to District officIals Officials at the MInistry and the TIC are optimistic
that further positive change Will result from the new law Due to the compleXity of the lands
allocation system and some fundamentally political Issues related to land tenure, It IS not
expected that reforms In the land allocation system Will occur qUickly, however

Under the proposed national land policy, "Non-citizens shall not be granted land unless It IS for
Investment purposes under the Investment Act and any foreign companies or Individuals must
be registered with the TIC to have legal title to land Moreover "Non-cItizens and foreign
companies Will not be allowed to acquire land through transfer or purchase of customary
land [and] transfer of customary land nghts by Citizens to non-citizens Will be prohibited"
Further, the current Lands Act states that non-cItizens can not own more than 500 acres without
consent of the MInister responsible for land

Under the new land policy, four central tenets of the current policy Will remain These are as
follow

• land IS publicly owned and vested In the President as a trustee on behalf of Citizens,
• speculation In land Will be controlled,
• rights of occupancy -- whether statutory or customary -- are and Will continue to be the only

recognized types of land tenure, and
• title to land Will continue to be based mainly on use and occupation

The System Today Tanzania operates under a leasehold system whereby most land can be
utilized under the terms of a long-term lease but not "owned" outright Under the current legal
framework, all land In Tanzania belongs to the government Land can be held only through
government leases, customary tenure, or sub-leases from the private sector The value of real
estate IS theoretically tied only to the development that eXists on the property, as eXisting GoT
policy IS to regard land as haVing no value

The private real estate market In Tanzania remains In ItS Infancy For Investors, there IS no
serviced industrial estate that offers ready to occupy bUildings As a result, most Investors have
to go through the lengthy process of Identifying land, obtaining title, undertaking construction,
and connecting utilities before they can begin operations

The best way for Investors to circumvent the long delays associated With a typical land search IS
to rent eXisting but underutlllzed space One source of ready to occupy property IS parastataI
companies that have contracted since economic liberalization began A second way to
accelerate the site development process IS to buy or lease sites already held by the private
sector rather than obtaining undeveloped land from the GoT Privately owned standard factory
bUildings are usually leased for two to eight years, With SIX months rent payable In advance
Private rental terms can be negotiated freely
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Local Investors have three pnmary sources of land state, customary, and pnvately held land,
foreign mvestors are prohibited from acquiring tItle to customary land Most land m Tanzania IS
un-surveyed, customary land under the direct control of local authorities and villages When
seeking a lease on customary land, a local Investor must have the property surveyed and may
also have to pay resettlement compensatIon to any customary tenants occupymg the site
Government controlled land mcludes plots owned by parastatals, game parks, natIonal parks,
and forests WhIle land controlled by the government IS usually priced at below market rates,
the process for obtamlng thiS land IS reportedly more difficult and time-consuming Government
offiCIals estimate that If land IS acquired directly from the state, the process can take as long as
SIX months, private sector estimates suggest that the process can take years

Ministry offiCials recommend that rather than rely on the national government mvestors, In
consultation with the TIC, should Identify and acquire land through a real estate agent or direct
negotiations with local offiCials There are approximately 18 pnvate real estate agents and land
valuers m Tanzania OffiCials also note that government estimates of land value are often lower
than market estimates, and as a result sellers generally prefer to negotiate directly with a buyer

AcqUISition Process Because new procedures have not been established to support the
pendmg legislation, the descnptlon below focuses on the current process Additionally, as
rendered the process reflects the expenence of acquiring land In the Dar es Salaam area

The process for acquiring land varies depending on the plot's location and state of ItS
development For example, If an Investor wishes to lease land within Dar es Salaam, an
applicatIon IS first sent to the City Commission's urban plannmg office If an Investor IS
Interested In leaSing land In a rural area, the DIstrict Land officer IS the first pomt of contact If
the land bemg sought IS less than 10 acres, the District Land officer can render a decIsion If
the plot of land IS between 10 and 500 acres the DIstrict CounCil must approve the application
The Regional Land AdVISOry Board must approve leaSing plots between 100 and 500 acres
The MInister of Lands must approve the allocation of plots over 500 acres MinIstry offiCials
note that In regard to land, Dlstnct offiCials have not yet taken over the responsIbilities of
Regional offICials In all areas

MUniCipalities have their own procedures for obtaining title to land, and Investors must begin at
the City counCil If mterested In acquiring urban land The right of local offiCials to control land
allocation IS delegated by the MInistry of Lands For example, the Dar es Salaam CIty
Commission has the power to allocate land, Issue a letter of offer, prepare title documents,
Issue bUilding permits, and Inspect and mOnitor construction TypIcally, local authontles have
deSignated certam areas for commercial use, but Investors suggest that these plans are often
Incomplete For example, Dar es Salaam Commission offiCials report that approximately 70% of
the mUnicipal area IS not zoned or planned and IS occupied by squatters When acquiring urban
land, the City CommiSSion Will seek consent of the national Commissioner of Lands (a process
deSCribed as "a formality" by MInistry offiCials) and register the allocated plot With the Survey
Department of the MInistry of Lands

Techmcally, foreign Investors should obtain a letter from the TIC endorSing a request for land
after the Centre approves the Investment Then thiS letter should be presented to the
Commissioner of Lands ThiS IS not standard practice, however In reality, Investors In Dar es
Salaam typically follow one of two options One, they write a letter directly to the Commissioner
of Lands to reserve a speCifiC piece of land before receiving TIC approval In these cases, the
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Certificate of Occupancy will be Issued only after TIC approval has been received by the
MInistry of Lands Alternatively, the Investor can begin the process by contacting the Dar es
Salaam City Commission Both processes are virtually Identical A standard application form IS
no longer commonly used by either orgamzatlon and Investors should make their request by
letter In the letter, the Investor can request that multiple potential sites be Identified

Once the Imtlal request letter has been received, the Commissioner of Lands (or local authOrity)
Will begin the search for appropriate plots Because there IS no databank of available
properties, the Identification process IS difficult and slow MInistry offiCials estimate that It
typically takes one month to Identify a sUitable, available plot of land, private sector interviewees
suggest that thiS process can take several months Once a plot has been Identified, Ministry
offiCials Will phySically Inspect the site to see If there are any encumbrances or customary
tenants on It Although they typically lack an actual title document, customary tenants are
granted rights to land associated With the Village or town they occupy If customary tenants are
on the desired plot, the Investor must negotiate a settlement and pay compensation based on
gUidelines published by the GoT Compensation must be made for both structures and crops
ThiS process IS generally concluded Within SIX months

Surveying Process The next step IS for the Investor, at his or her own cost, to have the site
surveyed by either a private or government surveyor If uSing a government surveyor, after a
request has been filed the MInistry of Lands Issues a Survey Instruction allOWing the surveying
to proceed In thiS case, the Investor must pay the Ministry a Tsh 18,000 (US $267) survey fee,
which covers the production of SIX copies of the plot's deed plan Upon completion, the
surveyor submits the survey plan to the Ministry's DIVISion of Surveys and Mapping, the sketch
plan IS checked against eXisting records, and then the change of title IS registered The Director
of Surveys at the MInistry must then approve thiS survey work There IS a Tsh 2,000 (US $3 0)
search fee for thiS process OffiCials state that after surveYing IS complete the searching and
registration process can take up to one month, although four days IS the average duration

If uSing a private surveyor, payment and dellverables are negotiated directly between the client
and surveyor There are 18 licensed surveyors In Tanzania, but Ministry offiCials state that all of
them are uSing antiquated equipment compared to the government's surveyors The MInistry of
Lands now has GPS equipment and thiS has saved a Significant amount of time In the survey
process, say offiCials Further, at present government survey rates are lower than those
charged by private surveyors, the government plans to gradually Increase ItS fees until they
reach market rates

Allocation Process Once surveying, records checking, and registration IS complete, the Ministry
Issues a Letter of Offer After receiving the letter of offer, an Investor would pay the associated
fees The fees vary based on the size of the plot and ItS location, Intended use, and
accessibility, which In turn determines the ground rent The fees, which are Indicated In the
Letter of Offer, are as follows

1 Survey fees - paid once only, based Size, location, Intended use, and accessibility
2 Stamp duty - paid once only, based on the amount of land rent
3 Plot registration fee - paid once only, based on the amount of land rent
4 Ground rent - paid for the current period, rents can be raised every three to five years
5 Deed plan fee - paid once only, adjusted periodically (Tsh 6,000, or US $8 9, at present)
6 Preparation fee for certifIcate of title - paid once only, adjusted periodically
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The MInistry calculates land rent based on the amount "obtainable" In an average transaction In

a given area Factors that the government considers when assessing land rent Include a plot's
Size, what neighborhood It IS In, and the degree of access to services Land rent should be paid
on an annual basIs from July 1st to the MInistry

Transferring Title After paying the reqUired fees consent IS granted by Commissioner of Lands
through the Letter of Offer Typically, consent IS granted In two days, say Ministry officials
Then a Letter of Consent IS Issued by the Lands CommiSSioner and sent along with the sales
agreement to the Lands Registry for Issuance of a title In total, officials report that this phase of
the process takes an average of five and a half weeks

The last step IS for the CommisSioner of Lands to submit the Certificate of Occupancy to the
Lands Registry so that It can serve as title to the property ThiS title IS legally reqUired to obtain
a bUilding permit According to Lands offiCials, delays at the Registry can be more than one
year In length although the average IS four to SIX months Private sector sources report delays
ranging from one week to SIX years OffiCials state that delays are due In part to poor records
keeping and the MInistry's reliance on a manual rather than a computerized system

Once a Letter of Offer IS granted, the property must normally be developed within three years,
the purpose of thIS requirement IS to prevent property speculation However, extensions may be
given for Just cause

Lands offiCials state that If there are no problems In the application process, an Investor can
receive title In one or two months However, Lands offiCials concede that there are cases where
Investors have waited for three to SIX years to receive title

Lease Terms Leases are generally for periods of 33, 66, or 99 years ReSidential plots typically
have a lease of 33 years while commercial and industrial properties usually have 99 year
leases The 33-year leases are generally granted for sites with semi-permanent structures on
them, more permanently developed sites are typically given longer lease periods The short
term leases allow for a local authority to reclaim land periodically and deSignate ItS use for other
purposes

Property Taxes The power for local authorities to tax land IS codified In the Urban Authorities
Rating Act of 1983 Property taxes are payable to the local government and the rates vary In
Dar es Salaam, industrial and commercial property holders pay 0 15% on the assessed value of
the property Assessments were last done In 1994/95 and can only be Increased every five
years The Dar es Salaam City CommiSSion IS conSidering raising property taxes substantially
In the near future The current proposal IS to raise the rate to 1% for commercial enterprises
and 2 5% for industrial operations ReSidential property rates would remain the same

AnalysIs

Issues

Of all the delays faced by new bUSinesses In Tanzania, perhaps the lengthiest IS securing
access to land MInistry offiCials note that they have established a target of one to two months
to process a land allocation request, but despite their renewed efforts to tackle the problem of
ISSUing titles In a timely fashion thiS bottleneck has not lessened substantially since 1996
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There has been some positive change within the MInistry of Lands, however Accordmg to the
MIniStry, Lands officials have reached a new level of consensus on the problems that mhlblt the
trmely allocation of land, started examining ways to change the system, and attained a new level
of awareness of the Investor as a "customer" In the lands acqUIsition process

Nonetheless, many of the Initial concerns about the land allocation process are stili valid Both
old and new concerns are noted below Because the procedures for the proposed national land
policy have not yet been established, thiS analySIS focuses on the current process for acquiring
and transfernng title

• Delays In obtaining land from the government are excessive and reflect the fact that land In
Tanzania historically has had no or very little market value The current reality mirrors a
private land tenure system In some ways but Includes more procedural complexltres, less
transparent processes, and many more restrictions on land usage Businesses are wary of
making certain Investments on land that they do not own, and Tanzanian firms can not
collateralize land to obtain credit based and Invest The consequences of land not having
value are felt most keenly In the rural and agricultural sectors As In many other countries,
farmers tend to lack credit and Without being able to use their land - usually their most
valuable asset - as collateral they can not borrow and are likely to remain cash poor
Without credit, these farmers are usually unable to make long-term, productive Investments
and remain at a lower than optimal level of productiVity Given that the majority of
Tanzanians are employed In the agricultural sector, addreSSing the ability of farmers, much
less Investors, to formally obtain title to their land IS a key concern

The lack of a freely traded land system has other negative consequences as well, including
unproductrve land speculation The use of bribery and Influence peddling to obtain land are
also reported As noted In 1996, "because of the difficulty of the process and the
assumption that land has no value, those who are Willing to pay bribes or have personal
connections are often best able to obtain prime land These lessors typically Will make
minor developments on the land to satisfy the requirements of the Certificate of Occupancy
and then re-sell the property The new landholders then promptly tear down the mmor
developments to construct a more permanent structure ThiS needless construction and
demolition process has occurred to satisfy the provIsion that land has no value"

• There IS a dearth of serviced land appropriate for industrial use, thereby adding to the cost
and time Involved m starting an enterprise In Tanzania MInistry of Lands offiCials suggest
that there IS zoned land readily available for Investors In Tanzania, but they concede that
they have no information on what type of land Investors need and where

• There IS stili a lack of transparency In the land acquIsition process, and thiS lends Itself to
rent seeking and delays ThiS lack of transparency IS a major reason why the length of time
and ease With which one receives title varies so Widely While some Investors suggest that
It takes months or even years to go through the process, others state that With the right
monetary Inducement or connectrons, land can be found, surveyed, and legally registered
Within a week Disputes between Dar es Salaam City Commission and Ministry offiCials,
while decreaSing, add to thiS air of uncertainty BUSinesspeople also note that the country's
real estate agents and other faCIlitators tend to be Incompetent or completely dishonest
Further, some Investors have criticized the TIC for not accurately representing the steps
Involved In acquIring land Some suggest that the TIC does not Itself know the process and
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others believe that the TIC IS misleadingly optimistic In ItS conversations with would-be
Investors

• Very little Information IS available on public land holdings and planned usage Generally,
only land that has been applied for, some urban plots, and property belonging to parastatal
compames has been surveyed In Tanzania This lack of information about what IS available
In the country makes It difficult to obtain land and plan for Investment projects Further,
although Improving, the Mlmstry of Lands' surveys and records and officials do not always
provide a definitive, timely answer to whether or not a piece of land IS claimed

• In essence, Tanzama has a parallel system for allocating and titling land Indigenous people
have the right to claim customary land, which IS usually linked to a Village, but they rarely
have a written title document In the formal land market, all lessors are supposed to be
Issued title documents To acqUire land from a customary tenant, an Investor must
negotiate compensation and resettlement for the tenant, only Tanzanian nationals can
acquire land from a customary tenant Under this system, assessing which parcels of land
are claimed and by whom IS often complicated, time-consuming, and fraught with
uncertainty MInistry offiCials concede that conflicts over customary tenants occur
nationwide, often paralyzing a leaSing transaction Further, several bUSinesspeople and
public offiCials suggest that rights accorded to customary tenants are too broad and allow for
squatters to explOit an Investor's Interest In acquIrIng a property Investors InSist that once a
customary tenant asserts hiS or her nght to occupy a piece of land, Investigating and
disprOVing or validating the tenant's claim IS complicated and time-consuming To save
valuable time, In most cases Investors choose to pay the tenant to vacate the land Instead of
waiting to find out If the claim IS valid or not

Land tenure IS a complex and senSitive Issue In Tanzania but the current situation where
vast tracts of un-surveyed land remain underutlllzed, inaccessible to Investment, or
embroiled In conflicting claims offers few benefits While the government wants to secure
the rights of lower Income people to land, It has not encouraged them to obtain a formal title
to a speCific parcel of land Some suggest that thiS IS so because the government fears that
customary tenants would unwisely sell their land to foreigners or unsavory speculators ThiS
paradox continues to create an undeSirable stasIs In the Tanzanian land market and
frustrate Investors

The observations on thiS Issue In 1996 remain valid "serviced, industrial zoned land IS In
particularly short supply In the Dar es Salaam area Most of the land that IS available In the
Dar es Salaam area IS 'customary' meaning that It has not yet been formally planned and
must therefore be surveyed before a title can be Issued To obtain thiS land, It IS necessary
to negotiate With the leaseholder, the squatters, or Village chairman According to both
Ministry of Lands and City offiCials, thiS negotiation process takes anywhere from one to SIX
months While the compensation gUidelines are relatively clear, dealing With customary
tenants IS a step that most foreign Investors are reluctant to take Some Investors suggest
that It IS better to negotiate a price directly and Informally With the customary tenants to
accelerate the process," but thiS option IS legally risky

• Lands offiCials concede that the Investor must follow-up With public offiCials lest an
application Sit unattended for a very long time ThiS lack of Initiative on the part of public
servants IS troubling, espeCially when related to a complex and lengthy process such as
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land allocation MInistry officials are widely viewed by the prIvate sector as unresponsive,
slow, inefficient, and without regard to the Importance of the land allocation process for an
Investor Some MInistry offiCials suggest that they lack the resources to motivate and
properly train employees

• In 1996, a major area of concern was the lack of coordination between the Lands
CommiSSIoner and the Dar es Salaam City Commission Two years ago, both organizations
claimed that Investors should come to their organizatIon first to obtain land Through a
workshop sponsored by USAIDlTanzania and In preparIng for the Implementation of the new
natIonal land policy, thiS SItuation seems to have been clarIfied to some extent, and
Commission and MInistry offiCials agree that communication has Improved In recent years
Nonetheless, the problem of simultaneous allocation of plots by both City and MInistry
offiCials has not been completely eliminated At the same time, MinIstry offiCials state that
they have successfully clarIfied most of the backlog of conflIcting claims to title and new
administrative systems and better communication are redUCing the Instances of new tItle
dIsputes

• The MInistry of Lands has not successfully completed the transition from RegIonal Land
officers to DistrIct Land officers, and there are many vacancies throughout the country
Communication With local land officers has been poor all along, MInistry offiCials concede,
and the current transition has made matters worse Ministry offiCials suggest that not all
distrIcts have a Lands officer yet and resource constraints and personnel problems at the
local level are often blamed for problems and delays The cost and dIfficulty of
commUnication and travel between the SIX zonal land registration centers and the Ministry In
Dar es Salaam IS also cited as a reason for poor coordination With local offiCials Some
Ministry offiCIals also inSiSt that regional officers often make errors In the preparation of
documents, thereby requiring that forms and plans be sent back to the local offices for
reVISIon As a result of these problems and a general lack of capacity at the local level,
Lands offICIals estimate that there IS a current backlog of 20,000 to 30,000 applicatIons for
tItle pending across the country

• Ministry offiCIals and Investors are both crItical of the labOrIOUS, manual processes Involved
In the land acquIsition process Because record keeping systems are antiquated, retrIeving
files, old titles, and maps can be a time-consuming and Inexact process For example,
Ministry offiCials concede that If a title dispute arIses the steps required to resolve the Issue
are cumbersome and the process of acquiring land IS bogged down for qUite some tIme

• The end result of all of these problems In Tanzania's land allocation process IS that
acquiring land typically takes an inordinate amount of time by world standards Investors'
assessment of how long It took to obtain land has not changed substantially In recent years
In 1996, "reports of delays In obtaining land from the government varIed Widely and ranged
anywhere from three months to three years, a few Tanzanians noted that they had waited
five to SIX years Without success In receiving title" These same delays were reaffirmed by
Investors In 1998

Relatedly, the fact that every Certificate of Occupancy In Tanzania IS signed by the Lands
CommisSIoner seems to Increase delays and adds to the hassle faced by Tanzanians liVing
In outlying regions of the country Ministry of Lands offiCIals dispute thiS assertIon, noting

25



Chapter 2 - Locating

that MInistry staff expedite the process and because the Certificate of Occupancy IS a legal
document It must have a valid and UnIque signature

Recommendations

MInistry of Lands officials and other observers believe that the new land policy and ItS
supporting Act will address several of the problems Identified In the Tanzanra Investor
Roadmap Nonetheless, the policy IS not In effect, ItS ratification IS not guaranteed, and the
procedures that will result from new legislation are not yet developed Thus, It IS appropriate to
offer some recommendations about the current system

• The government needs to recognize that land has value and further encourage the
development of a freely traded land market The current system of allocating and pricing
land IS economically and admlnrstratlvely inefficient for both Interested Investors and
executing agencies Instituting market-oriented pricing and sales mechanrsms, such as
public auctions for land, can rectify thiS problem Some Investors feel that a truly liberalized
land market that allowed for outright ownership of land by the private sector IS necessary for
Tanzanra to attract local and foreign Investment

The problem of land speculation can be tackled In several ways A completely liberalized
land market would eliminate most of the distortions that encourage rent seeking In land
allocation Failing that, the government can safeguard against predatory land speculation
by strengthening the legal and institutional framework related to obtaining title The problem
of land speculation and bribery can be addressed In part by introdUCing model contracts and
protective penalties Into the relevant land laws The definrtlon of what IS developed land
should be changed to screen out disingenuous developers, and the tImeframe established
should reflect the size and compleXity of a project The government might also conSider
IntrodUCing fiscal Instruments, such as "best pOSSible use" property taxes to discourage land
speculation while increasing local tax revenue As noted elsewhere, bnbery should be
combated With transparent, streamlined land acqUisition procedures, firm political Will, and
meanrngful punrshments for offiCials or bUSinessmen proved to be corrupt Because offering
and receiving a bribe are already Illegal In Tanzanra, combating IlliCit payoffs IS a matter of
better enforcement of eXisting laws

• Given that Tanzanra's land policy IS likely to be In transition over the next few years, the
demand for serviced, Industnalland could be addressed through the establishment of an
industrial estate As noted In 1996, "many countries have dealt With difficult land problems
by encouraging the development of industrial estates, regionally, Kenya has had success
With privately developed estates Ghana and Namibia, meanwhile, are both pursuing a JOint
public/private sector approach to Industnal estate development The development of a
serviced Industnal estate could be done In conjunction With the Urban Development Plan
established by the Dar City Commission" The government has set aSide zoned land In Dar
es Salaam for Industnal use but has yet to attract slgnrficant Interest Within the bUSiness
communrty It IS recommended that the TIC look Into the defiCienCies of the GoT's eXisting
land set aSide and formulate a strategy to suffiCiently develop It to SUit Investors' needs

• To address the lack of transparency In the title acquIsition process, In conjunction With the
TIC the Ministry should publicly Issue a detailed step-by-step gUide to acquiring title The
gUide should specify the order of the steps Involved, the agencies that one must Interact
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with, the approximate length of time Involved for each step, and the cntena used by officials
to make each decIsion Pnvate sector Interviewees also called for the creation of some form
of ombudsman of watchdog to ensure that procedural aberrations In the allocation of land
are discouraged and pUnished If they are Identified

• It IS recommended that the Ministry of Lands create a database of zoned commercial and
Industnal plots to faCIlitate Identifying and purchaSing land As the land catalogUing exercise
makes progress, a centralized database of government land should be made available to
Investment promotion speCialists, including the TIC A procedural gUide to obtaining land
should be published for Investors Wishing to purchase government land If the service IS of
suffiCient value, the MInistry of Lands could charge processing and search fees that
accurately reflect their costs For example, the Uganda Investment AuthOrity has eased
land access by developing a land databank of pnvately held properties The Zambia
Investment Centre IS also working With the Ministry of Land to accomplish a Similar task

• Customary tenants should be encouraged to formally register for title to the land they
occupy and lease their land as they see fit The GoT should make every attempt to merge
the formal and customary land tenure system so that Investors, Villagers, and farmers have
equal and transferable nghts to land and access to credit Customary tenants should be
registered across the country and associated to a speCific plot or area, thereby eliminating
the potential for defraUding would-be Investors Reglstenng the population might be made
easier If linked to eXisting mechanisms for reglstenng voters An alternative IS for tnbal
counCils or Village authontles to formally apply for title to the land under their JUrisdiction and
In turn lease plots as they deem appropnate, With revenue gOing to whatever local
governance structure eXists

• The Ministry of Lands needs to more effectively motivate and train ItS staff to effiCiently and
qUickly process title applications ISSUing clear and realistiC Internal performance gUidelines
that Include the duration of time allowed for each actiVity, developing a customer focused
mentality, and rewarding Initiative Within the MInistry would lessen the need for Investors to
constantly follow-up on title applications Relatedly, better commUnication among all of the
agencies Involved In the land allocation process would Improve performance and change
the less than f1attenng Image of public offiCials

• The GoT needs to address communication problems among several different actors In the
land allocation process Communication problems between the local counCils and the
MInistry could be eliminated by JOintly drafting and disseminating an Internal step-by-step
gUide to land acqUisition ThiS gUide should reflect who IS responSible for taking an action,
how Information IS communicated between departments and agencies, and how long each
action should take The Ministry of Lands and the TIC need to communicate better about
Investor needs, what's Involved In acquIring title, and where developed land IS acceSSible
Further, the MInistry should work to Improve coordination and communication across ItS
three diVISions, perhaps through additional team bUilding and multi-department process
Improvement workshops, to address the current lack of commUnication

• The MInistry should qUickly complete ItS staffing reorganization at the reglonal/dlstnct level
Further, better commUnication between local Lands officers and offiCials In the Ministry In
Dar es Salaam should be established The local Lands offiCials should be Issued the same
clear procedural gUidelines With time limits for each actiVity that their counterparts receive In
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the MInistry As well, Increased training, contact, and dialogue are recommended to narrow
differences between the MInistry and Dlstnct and other local officials

• The MInistry's on-going computenzatlon should Improve record keeping and efficiency
However, steps should be taken Immediately to better organize, store, and label files so that
records searches are not excessively time consuming endeavors A suggestion from 1996
IS also worth revIsiting "It IS recommended that attention be paid to Improve the workings of
the Lands Commission and Registry There IS a need to computerize the operations,
provide training, and simplify procedures As such, the GoT should consider the option of
privatizing the Lands Registry "

• The delays In obtaining title remain lengthy, With some estimates ranging from two to SIX
years The GoT needs to renew ItS commitment to removing the many Impediments to
acquiring title that deter Investment Much of thiS work Involves process Improvement
initiatives, upgrading the skills and resources of offiCials, clanfylng and streamlining the roles
and responsibilities of the departments and public entities Involved, and resolVing
overlapping Issues of JUrisdiction

2 2 Site Development

The process of securing permiSSion to develop a site vanes from one local authOrity to another,
but Similar procedures and Issues apply countrywide The process outlined below represent site
development In the Dar es Salaam area, where approximately 60% of all Investments have
taken place In recent years

After land has been acquired, the Investor should apply for a "hoarding or scaffolding permit"
from the Dar es Salaam City Commission Works Department ThiS permit allows the bUilder to
set up fenCing on the site An Investor should have a Certificate of Occupancy before
requesting the hoarding permit but waivers of thiS requirement are apparently made to those
With Letters of Offer Fees vary depending on the length of fence frontage Delays are typically
less than one day to recommend approval

Once the hoarding permit IS obtained, the applicant should complete and submit a "Notice of
Intention to Erect or Alter a BUilding" as well as an "Application for Planning Consent" Fees
vary based on the size of the bUilding Three copies of the bUilding plans should also be
submitted Commission offiCials adVise that plans should be drawn In Ink "and colored In a clear
and intelligible manner on SUitable and durable material" Once the application has been
submitted, various departments Within the City Commission Will examine It The Town Planning
Department Will ensure that the proposed actiVity IS In line With zOning and plot coverage
restrictions and check the validity of the title City Health offiCials Will examine the plans In terms
of water, drainage, sewerage and other health Issues The City'S architects and engineers Will
check the plans to ensure that the proposed deSign IS structurally sound

By law, the time allowed to approve bUilding permits IS a maximum of two months City offiCials
state that most applicants receive word about their bUilding permit application In one or two
months, With three months being the lengthiest delay CommiSSion offiCials suggest that delays
have been reduced In recent years In part because approvals are now granted by the City
Commissioners, who meet every Friday to deCide such Issues
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Construction can begin only after the bUilding permit IS received Construction must begin
within SIX months of receiving the permit, although one can apply for extensions Construction
must be completed within three years of receiving the bUilding permit

As construction takes place, the CommisSIon must be notified at mne different stages Because
of a shortage of vehIcles wlthm the CommisSion, the applicant may have to transport the City
official to the site "Notices of Work" must be made at least one day In advance and should
occur at the follOWing times

1 commencement of construction,
2 before covenng up excavation for foundations,
3 before covenng up foundations,
4 before covenng up concrete over site,
5 before covenng up any damp-proof course,
6 before covenng up any drains,
7 before covenng up any timber scantlings,
8 before laYing slabs, beams, and floors, and
9 final notice of completion

Once the bUilding has been completed, final approval must be obtained before the bUlldmg can
be occupied At this Juncture the bUilding Will be Inspected by City health, fire, and electncal
specialists This final senes of Inspections IS not typIcally coordmate and the separate VISItS add
three to four days to the process Reportedly, most bUildings are reqUired to have some
adjustments at this late stage For factOries, a letter of approval from the Factones Inspectorate
IS reqUired as an attachment

When the bUilding IS completed, the owner IS reqUired to fill out a reporting form that Will be
forwarded to the StatistiCS Office The owner should submit the document to the local Town
Clerk and IS available from the CommisSIon for Works at no cost

AnalysIs

Issues

The character and capacIty of a local authority largely determines how easily and qUickly an
Investor can develop hiS or her land In Tanzama ThiS analysIs largely reflects the experience In
the Dar es Salaam area where the majority of Tanzania's recent Investments are located

A lack of transparency and consistency characterizes the entire site development process In
Tanzania Investor experience varies WIdely, some suggest that local regulations don't matter
and others suggest that defying the local authorities IS extremely nsky

According to Dar es Salaam City CommisSion offiCials, the CommisSion IS working to make the
process for approving the development of sites qUicker and uniform The weekly
CommisSioners meetings have been an Important step In redUCing a backlog of applications
from prevIous years, say CommisSIon offiCials Despite thiS Improvement, the eXisting process
IS stili flawed by the mUltipliCity of steps and approvals reqUired The City CommisSIon's poliCies
seem to be aimed at controlling construction rather than effectively regulating and facIlitating
economic development, and Investors and the bUilders that they hire are particularly vulnerable
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to costly delays and rent seeking dunng construction As a result, the process of developing a
site In the Dar es Salaam area IS unduly time-consuming and fraught with uncertainty

• According to Investors, receiving permiSSion to bUild IS not a clear-cut process The Dar es
Salaam City CommiSSion Will send mixed signals, Investors report, sometimes ISSUing a
letter granting approval when they should be IssUIng a permit Later, Inspectors Will come
and demand that construction be halted because the Investor IS lacking the proper
authonzatlon Businesspeople Interpret thiS behaVior as an attempt to extort a bnbe The
fact that many Investors are required to revise their bUilding plans after a bUilding IS
approved IS at least partly Indicative of the City Commission's failure to provide good
gUIdelines on the minimum standards that must be met

• It IS Widely reported that local offiCials do not show up for planned inSpections, thereby
Interfenng With the tight schedules Involved In constructing a bUilding Investors suggest
that local offiCials often say that they are too busy to carry out the inspections as agreed, but
some assert that offiCials delay the process In order to receive bribes BUIlders note that
there are several particularly time sensitive phases of construction, such as pouring a
concrete foundation, where delays caused by tardy approvals or Inspections can cost great
sums of money In 1996 private sector sources reported delays of as long as four years
Without obtaining the final Inspection clearance, Interviews In 1998 supported thiS
inconsistency

The quality and coordination of inspections IS also a concern to the private sector Investors
suggest that the thoroughness and profeSSionalism of Inspectors varies As well, Investors
perceive that the City CommiSSion makes no attempt to coordinate ItS inSpections, and as a
result an Investor must spend more time and money transporting Commission offiCials and
hosting Inspections than IS necessary

• Of the 20 or so nations where Roadmap studies were done, Tanzania IS the only one to
require a hoarding permit As first observed In 1996, "thiS permisSion to erect a fence to
start construction adds an unnecessary step to the process Tanzania's nine notices of
inspections compares to the seven reqUired by the Kampala City Council, five reqUired by
the Windhoek mUniCipality In Namibia, and fewer elsewhere"

• Most local governments In Tanzania require that a Certificate of Occupancy be In hand
before a bUilding permit can be Issued ThiS dependency affects other aspects of site
development and adds to an already lengthy process

• The one to SIX month delay for granting bUIlding permits compares unfavorably to standard
practice elsewhere For example, bUilding permits In Namibia are routinely given In two to
three weeks It IS unclear why competent local offiCials would need as long as SIX months to
process such a permit

Recommendations

There are several recommendations that can be made to Improve Tanzanian regulation of the
site development process
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• It IS recommended that that the Dar es Salaam City Commission address the lack of
transparency In the site development process The dependencies of the process need to be
clarified and written gUidelines should be produced and disseminated to the private sector at
the start of the process The process should clearly indicate what documents signify an
official and Irrevocable approval and officials that deliberately delay a project should be
termmated The Commission should also convene a meeting with area bUilders to discuss
the problems currently experienced and JOintly plan to find ways to aVOid forCing bUilders to
make corrections late In the process

• The inspections regime should be Simplified and better standards should be established
Inspections should be coordinated to minimize the amount of effort and money required of
the private sector to comply with them Given the need for timely inspections and approvals,
the City Commission must ensure that Inspectors perform their work at the time agreed to
After an Inspection IS complete, approvals should be Issued according to a speCific
tlmeframe that IS publicly known

Through training and Increased public-private collaboration local authorities should Improve
the technical quality and professionalism of their Inspectors For example, If local officials
are not capable of conducting a meaningful inspection the GoT should conSider licenSing a
Tanzanian aSSOCiation of architects or engineers to perform the task

• The notice of inspections should be reduced to four or five steps from the current nine steps
The hoarding permit should be eliminated, thereby Simplifying and shortening the process

• Local governments should try to assist Investors develop projects and cease reqUiring that
the Certificate of Occupancy be m hand before the bUlldmg permit IS Issued

• A target of approving bUilding permit applications within two weeks should be established

2 3 Utility Connections

TIC offiCials and Investors alike have noted recent Improvements In the quality of public
services, especially In regard to telecommunications and power Nonetheless, a lack of
competition, high connection fees, sporadiC supply (especially m non-urban areas), and poor
levels of service characterize Infrastructure services In Tanzania Further, the region's
meteorological extremes can frustrate the attempts of utilities to proVide consistent service
Heavy rams can sever phone connections and droughts can undercut the supply of water and
power, 95% of which In Tanzania IS prOVided by hydro-electriCity

A state-owned company In Tanzania supplies each type of Infrastructure service The rates and
procedures for accessing these utilities are detailed below Where a mUnicipality proVides
services, thiS assessment report focuses on Dar es Salaam

Water

Despite ItS name, the National Urban Water Authority (NUWA) IS responsible for water supply
only In Dar es Salaam In Arusha, Tanga, and Moshl, Investors should contact the local Urban
and Water Sewerage Boards
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Aoollcatlon Procedure Once land IS secured, Investors should submit an "Application for Water
Connection" form to the closest NUWA office to request a water connection There are five
offices In the Dar es Salaam area A fee of Tsh 1,000 (US $1 5) must be paid upon submission
of the form, and a postal address for the bUSiness must already eXist

Once NUWA receives the application It undertakes a site VISit to check the quantity of water
available In the area, determine the nearest water line, sketch a draWing of the site, and Identify
hook-up details After the site VISit, NUWA provides an estimate of the installation cost
According to NUWA officials, an average Installation cost for bUSinesses near a main water line
IS approximately Tsh 1 million (US $1,481 5)

Installation Once the applicant pays the estimated connection cost In full, NUWA buys the
necessary materials to bUild a connection and Installs a tie-in to ItS system of water pipes
NUWA officials state that a simple connection Will take about one week whereas a larger, more
complex Installation Will take about two weeks Industrial installations requiring use of 8" PVC or
larger Piping, which IS not always available on the local market, Will often Incur longer delays

Tariff Rates In Dar es Salaam, rates are established by the Water Board, which serves as
NUWA's regulatory body Small bUSiness customers - those usually engaged In service
mdustrles that requIre less water - are assessed a flat monthly rate based on the flow of water m
the area and the number of people working In the bUilding Larger bUSinesses Will have meters
and pay at the metered rates The depOSit charge for a meter ranges from Tsh 50,000 (US
$74 1) for the smaller models to Tsh 150,000 (US $222 2) for the larger models Water tariffs
are as follows

Domestic

Institutions

Commercial

Industrial

Brick makers

Irngatlon

Expatriates (domestic dwellings)

Water by the Tank (900 liters)

Metered Rates
(Per 1000 Gallons)

Tsh 700 (US $1 0)

Tsh 805 (US $1 2)

Tsh 980 (US $1 5)

Tsh 1,156 (US $1 7)

Tsh 1,156

Tsh 1,156

US$ 23

N/A

Un-metered Rates
(Per Month)

Tsh 1,076 (US $1 6)

N/A

Tsh 10,058 (US $14 9)

N/A

Tsh 58,328 (US $864)

Tsh 58,328

N/A

Tsh 20,000 (US $29 6)

Payment Procedures Bills are mailed once a month and are payable 21 days after the clOSing
penod Payment IS made through the five offices In the Dar es Salaam area Payment IS
accepted In either check or cash After the grace penod, service maybe disconnected Bills to
large water consumers, such as beverage manufacturers, are delivered by hand rather than
through the mall

Supply Capacity The Dar es Salaam region IS served by three plants that are Inadequate to
meet the City'S demand for water The availability and regulanty of the water supply vanes
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depending on the neighborhood and the water plant that serves It Most Industnal sites are
located In the southern part of Dar es Salaam where water pressure IS low and water service IS
InconSistent Many users Install cisterns, pumps, and wells at their own expense, permission of
NUWA, however, IS required In other areas, the City center and northern coast, for example,
service tends to be more regular but pressure remains low Throughout the system, the main
lines usually run at only half capacity Water pressure ranges from zero PSI (pounds per
square Inch) to 30 PSI Theft and leakage from the water system IS estimated at around 30% of
the supply

Boreholes are the pnnclpal source of water around the outskirts of Dar es Salaam The Mlmstry
of Water has to approve the Installation of all wells

Sewerage

As the public sewerage system IS conSidered city property In Tanzama, mUnICipalities manage
sewerage connection Within Dar es Salaam, fewer than 50% of bUSinesses have sewage
hook-ups, most use septic tanks The Department of Sewerage and SanItation In Dar es
Salaam IS In the midst of a reorganIzation and plans to InItiate JOint billing With the National
Urban Water Authonty The pnmary purpose of the reorganIzation IS to facIlitate sewerage fee
collection, which appears to be a problem under the current bifurcated water and sewerage
system

Sewerage Connection For residential and commercial sewerage connection, an Investor
should fill out a survey form There IS no fee for the form A technICian from the Department
VISitS the site to assess the scope of services reqUired After completing the site VISit, the
techmclan enters the information Into a computer database that generates a cost estimate for
Installation The Investor IS reqUired to pay Immediately

The fee for residential sewerage connection IS vanable and depends on the distance from a
public sewerage line For commercial Installation, the fee vanes depending on the distance
from the public sewer The fees range from Tsh 50,000 (US $741) to Tsh 1 million (US
$1,481 5)

Citizens must pay a monthly sewerage charge to the Department

ElectriC Power

The Tanzama Electnc Supply Company (TANESCO) IS the sole supplier of electnclty In
Tanzama TANESCO IS regulated by the Ministry of Energy While the Government of Tanzania
permits the pnvate sector to generate power and sell It through TANESCO's dlstnbutlon
channels, to date no pnvate compames are taking advantage of thiS opportumty

little has changed In regard to power supply or TANESCO's management procedures In the
past two years Some rates have Increased as has the volume of power supply

Application Procedure Investors need to apply by completing a "Preliminary Application Form
for Power Supply," of which there are two versions Form A must be completed for power
requirements below 30 KW and Form B must be completed for power requirements above 30
KW Each form costs Tsh 1,000 (US $1 5) The Investor IS also reqUired to collect an
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installation card, inspection certificate, and "Agreement Card/Form" at a cost of Tsh 1,000 each
The applicant IS required to attach to the form a copy of the bUilding plan Within Dar es
Salaam, an Investor can present himself to one of seven zonal directors who will direct him or
her to the appropriate regional manager

There IS no additional fee for processing the application Upon receipt of the application form,
TANESCO will make a site VISit to determine the nearest source of supply and to assess the
cost of connection

Installation The applicant must pay the cost of Installation of the service line In full before work
can begin TANESCO Installs the electncal line up to the meter POint The Investor must then
contract With a licensed electncal contractor to undertake the electncal Installations from the
meter POint throughout the remainder of the bUSiness site

Inspection Upon completion of thiS work the pnvate contractor fills out and signs the
"Installation Completion Card" The draWing of the electncal installations should be attached to
the card TANESCO Inspects the on-site work done by the pnvate licensed contractor and
Issues ItS inspection certificate If the work IS adequate

To obtain a meter, the Investor must complete a meter card and lodge a depOSit The Investor
must finally sign the "Agreement Card/Form" which details the main features of the services and
commits the Investor to pay for these services After that, TANESCO Installs the meter and
connects the electnclty to the enterprise

ProXimity to the main line and electncal load determine the cost of hook-ups Today, an
average residential service line connection costs approximately Tsh 90,000 (US $1333) for a
Single phase installation (up from Tsh 15,000, or US $22 2, In 1996), three phase installation
costs Tsh 180,000 (US $266 7) For bUSinesses, one kilometer of line for a 33 kV load IS
approximately Tsh 12,825,000 (US $19,000 0), up from approximately Tsh 8 million (US
$13,000 0) In 1996 One kilometer connection of an 11 kV service IS now around Tsh
11,475,000 (US $17,000 0, up from Tsh 5 million (US $7,4074) In 1996 The cost of 1km of LV
connection IS approximately Tsh 10,175 (US $151)

For transformer Installations above 500kV (most manufacturers would reqUire thiS capaCity), the
Investor IS reqUired to buy a transformer and place It on hiS or her property For transformers
under 500kV, TANESCO Installs one transformer on location to service a number of consumers
who share the cost on a pro-rata baSIS The cost of transformers range from Tsh 1 2 million (US
$17778) for a 50kVA, 11/0 25kV to Tsh 30 million (US $44,4444) for a 2500VA, 33/11 kV Unit
Investors can Import their own transformer or buy a locally assembled one The meter depOSit
for Installations greater than 500 KVA IS Tsh 200,000 (US $296 3), while the meter depOSit for
service under 500 KVA IS Tsh 100,000 (US $148 2)

The average time required to complete electncal hOOk-ups IS SIX weeks, but further delays may
occur due to the non-availability of matenals (meters, transformers, conductors, etc) Investors
are adVised to apply for electrical connection about the same time as they request a bUilding
permit BUSinesses usually get installations on a pnonty baSIS once all installation costs have
been paid
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Tariff Rates the Ministry of Energy approves Rates The current rates are as follows

Tariff No 1
Residential, small commercial and
Industrial use, average monthly
consumption less than 7,500 UnIt
(KWH)

Tariff No 2 -- Low Voltage Supply
400 Volts, average monthly
consumption more than 7,500
kilowatt hours

Tariff No 3 -- High Voltage Supply
Metered at 11 kV and above

Tariff No 4 -- Public Lighting

Tariff No 5 -- Zanzibar Supply

Consumption range
0-100 KWH
101 - 500 KWH
502 - 2500 KWH
over 2500 KWH

Service Charge
0-100 KWH
101 - 500 KWH
over 500 KWH

Demand Charge
UnIts Charge
Service Charge

Maximum Demand
Units Charge
Service Charge

All UnIts

Maximum Demand
Energy Charge
Service Charge

Rates (Tsh)
2400 per KWH
3875 per KWH
8850 per KWH
165 50 per KWH

Per meter reading
20000
75000
2,00000

7,660 OO/KVA
7035/KWH
4,000 DO/Month

5,95000/ KVA
6750/KWH
4,00000/Month

2780/KWH

1,78000/ KVA
1370/KWH
4,00000/Month

TANESCO's rates have Increased sll1ce 1996 Increases vary, as follows 23%-44% for Tariff
No 1 services, 23% for Tariff No 2, 32% for Tariff No 3, 31 % for Tariff No 4, and 19% for Tariff
No 5

Payment Procedures ElectriCity bills must be paid monthly In cash or by check at the nearest
TANESCO office Appeal of billing mistakes and service problems IS made to the regional
mangers

Supply Capacity Despite recent Improvements In service, electriCity supply IS stili sometimes
insufficient to meet eXisting demand "Load shedding" has declined over the last two years from
two days per week to a few hours a week Most Investors have on-site generators, and capacity
banks (un-Interruptable power supplies) are often Installed at consumption sites to protect
against blackouts, brownouts, and spikes In supply Voltage fluctuation IS high at +/- 10%

The quality of service supply IS not UnIform throughout the country For example, In the Arusha
area, a low voltage problem hopefully Will be resolved when thiS area IS JOined to the national
grid by the installation of the 220kV connection currently under construction
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Telecommunications

The Tanzania Telecommunications Company limited (TICl) long had a legal monopoly over
telephone services In Tanzania In recent years however, pnvate cellular phone companies
have been allowed to operate and these services are becoming increasingly competitive
Despite this liberalization, use of international call-back services In Tanzania IS Illegal The
TICl IS regulated by the Tanzania Communication Commission (TCC) This commiSSion
controls the allocation of the radiO spectrum and defines which equipment IS approved for use In
Tanzania

With loan assistance and grants from the World Bank, Afncan Development Bank, the European
Union, SIDA, and DANIOA, Japan, and Kuwait, Tanzania has recently been undergOing a
rehabilitation of ItS telecommUnications Infrastructure In addition, a new telephone directory,
contracted through a pnvate company, was Issued In 1997 and TICl representatives suggest
that It Will be published annually for the foreseeable future

Application Procedure Investors should complete an "Application for ProVISion of New or
Additional TelecommUnication Services" obtainable at the nearest TICl office Whereas In
1996 there were only three commerCial service centers In Dar es Salaam, there are now 14
located In the City'S three different telecommUnication zones (North, Center, and South) One
application IS required for each telephone line requested A sketch diagram of the locations
where phones Will be placed and photographs of the applicant should be attached to the
application

FollOWing receipt of the application for service, the TTCl conducts a site inSpection, makes a
wntten cost estimate, and provides a standard draft contract between the TICl and the
customer

Installation In Dar es Salaam, average total cost for a business phone installation IS Tsh 95,895
(US $142 1) ThiS Includes a connection fee of Tsh 36,000 (US $533) a deposit of Tsh 50,000
(US $74 1), and an Internal wlnng cost of Tsh 8,000 (US $11 9) The cost IS lower In dlstnct and
rural areas where the connection fee IS Tsh 23,870 (US $354) and the deposit IS Tsh 20,000
(US $296) Today It takes approximately one month to have new phone line connected, down
from an average of five or SIX months In 1996

Telephone deposit charges are as follows

Lme Category Automatic Manual Magneto

Business With ISO Tsh 50,000 N/A

Business w/out ISO Tsh 25,000 Tsh 20,000

ReSidentIal With ISO Tsh 30,000 N/A

ReSidential w/out ISO Tsh 15,000 Tsh 15,000

Telex Tsh 50,000 N/A
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TICl gives first pnonty to Installing business telephones TICl officials claIm that when
network and exchange capacity IS free and matenals are available, connection can be done In
as little as two weeks TTCl can procure the matenals needed to bUild a phone connection or
the customer can Import or buy the equipment locally

There IS currently a backlog of approximately 12,000 phone servIce applicants WIthin the Dar es
Salaam metropolitan area, down from 50,000 In 1996 Some of these applicants have been
waIting for service for more than two months The TICl hopes to reduce the hook-up tIme to
one week once the rehabIlitation program IS completed

Tanff Rates Domestic telephone charges, whIch sInce 1996 have Increased In prIce between
86% and 204%, are as follows

Radial Distance (In KM) Charge letter Charge per Minute (Tsh)

Full Rate Economy Rate (1800 to 06 00)

51-500 A 16400 8200
Over 500 B 29700 14850
To Mobile C 44800 22400

The charge for a local call IS Tsh 21 (US $ 03) per minute, an Increase of 31 % since 1996

Tanffs for International servIce have decreased In prIce from 20% to 33% since 1996 Current
rates are as follows

Zones Int'I Direct Dial (US$ per minute)

Full rate Economy Rate
(1800 to 06 00)

A AfrIca (COMESA) 1 8 14

B AfrIca (Non-COMESA) 24 1 9

C All Other CountrIes 32 26

Monthly rental rates for TICl phones are Tsh 3,070 (US $4 5) per line

A dedicated 64 kbs line IS available for US $7,000 per month

Payment Procedures Itemized bills for International calls, indicating time of call, cost and
destination are produced Payment IS made at a customer telephone counter on a monthly
basIs Disagreements With bIlling or phone problems can be address at a TICl customer
service counter

Service Capacltv Reliability of service vanes tremendously depending on location TICl
representatives suggest that call completion rates have Improved dramatically since 1996
TICl staff state that call completion rates In Dar es Salaam range from a high of over 95%
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within the Oyster Bay area to a low of 90% In the north of the City The call completion rate IS
officially cited as 95 6% m Dar City Center Because of outdated equipment, call completion
rates are particularly low between Dar es Salaam and some portions of the country Currently,
TTCL representatives state that only 85% of calls from Dar es Salaam to Mwanza or Dodoma
are completed successfully TTCL expects the call completion rate to Improve to 90% once the
rehabilitation program IS completed

Reportedly international calls from Dar es Salaam are successful more than 90% of the time

Private Service Mobile cellular phone services are available through private compames such as
Mobltel and TriTeI The total time required to obtain both local and mternatlonal services, from
entering the sale store to walking out with a mobile cellular phone, IS around 30 minutes
Average cost for the handset and connection IS US $1,200, but competition IS pushing down
connection costs The call service area Includes a 510 kilometer radiUS area from Dar es
Salaam The call completion rate from one cellular phone to another wlthm the service area IS
nearly 100% Both mobile cellular phone compames use a prepayment system For example,
one company demands an Imtlal payment of US $100 In prepaid phone calls Once the balance
declines to US $50, International calling capability IS mterrupted, a decline In the account to US
$30 results In suspension of local call service Monthly bills for these services usually Itemize
date and time of the call, the number phoned, duration of call, and the applicable rate

Postal Service

The state owned Tanzania Telecommumcatlons and Post Corporation was split up In the past
few years, and postal service IS now handled by the Tanzania Post Corporation (TPC) TPC
has recently Introduced an 24 hour delivery option along ItS main routes and TPC
representatives suggest that service levels have Improved since 1996

Application Process To obtain a post office box, an Investor must submit an "Application for a
Private Post Office Box" to the TPC There are no processing fees and no required
attachments Post office boxes have only one size and It reportedly takes only a few mmutes to
obtain them

Payment Procedures Fee payments to the TPC are required In the month of January and a
grace period of one month IS provided after which the applicant loses the post office box Large
companies, which are characterized as haVing over 200 employees, operating nationwide, and
sending a large volume of mall, must pay an annual fee of Tsh 50,000 (US $741) and an
additional Tsh 3,000 (US $44) depOSit for keys and Tsh 1,000 (US $1 5) for a Rental AuthOrity
Card Small companies pay Tsh 20,000 (US $29 6) per year for a post box, indiViduals In urban
areas are charged Tsh 5,000 (US $74) annually, and indiViduals In rural areas are charged Tsh
1,000

Capacltv of Service EffiCient mall service In Tanzama IS hampered by a lack of vehicles In the
TPC In general, according to the TPC, It takes one day to deliver mall from Dar es Salaam to
Mwanza From Dar es Salaam to London, offiCials assert, It takes a few days since there are
three flights per week between the cIties There are a few pnvate mall delivery services In the
country, including Federal Express and DHL Within the major Cities, many bUSinesses choose
to courier Important or time sensitive Items rather than mall them
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AnalysIs

Issues

Despite some Improvements In the quality of service and capacity within some of Tanzama's
state-owned Infrastructure service providers, many problems remain A lack of managerial, and
In some cases, techmcal expertise, poor service levels, limited capital to Invest In Improvements
and expansion, monopoly status, and a lack of a customer oriented focus continue to
characterize Tanzama's public utilities Most of the utilities are also criticized for Inaccurate and
untimely billing and records keeping procedures Thus, much of the 1996 Tanzama Investor
Roadmap analysIs remains valid

• In 1996 It was noted that "the current demand for water In Dar es Salaam IS outstripS
capacity Given Dar es Salaam's fast growth rate, this problem can only expect to worsen In
the near future" Rural areas do not generally have public water connections at all Many
Citizens have to drill their own boreholes to get access to water, and some report that their
private water lines are frequently tapped Illegally Investors continue to complain about the
quality and stability of water supply In Tanzama

Apart from the poor reliability of service and dubious quality, the mam constraint faced by
water users IS the slow and expensive installation procedures encountered

• As Imtlally observed In the 1996 Tanzama Investor Roadmap, "Due to the Department of
Sewerage and Samtatlon's limited finances, many Investors must assume the costs of raw
materials that are used In sewerage connection It IS unclear as to how the monthly
sewerage fees are being used by the Department" Investors state that the quality of
mumclpal sewerage services remains poor and most residences rely on some form of sewer
tanks attached directly to their houses

• Despite some Improvements In service, TANESCO's inability to provide steady power at
competitive rates continues to frustrate Investors Problems With reliability of the power
supply have hurt many bUSinesses aAd frequent power outages have forced many to Install
backup generators High purchase and operating costs of backup generators make them
well beyond the means of most small bUSinesses Voltage fluctuations have damaged
sensitive machinery and equipment and Interfered With production processes at critical
Junctures These supply Issues add to the cost of domg bUSiness In Tanzama, as most
compames will have to buy backup generators and power regulators

FinanCing new connections remains a constraint for new and expanding bUSinesses As
stated In 1996, "presently, the main constraint In terms of electriCity IS the slow and
expensive installation procedures There are nine steps to undertake for an electriCity hook
up and thiS compares unfavorably to the two to four steps necessary In other countries The
four-month installation delay commonly experienced by new compames IS a deterrent to
new Investment and compares poorly to the two-week delays In Namibia In addition, the
requirement that Investors pay 100% of the installation costs up-front Imposes a slgmficant
working capital cost on firms when they can least afford It "

It should be noted, however, that the bUSiness commumty credits TANESCO for being better
than In the past about giVing advance warnings of power blackouts
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• TICl has been cited for Improving several aspects of Its service Whereas In the past
hookup delays could last for five months or more, with preference given to those who
offered the biggest Illicit monetary Inducement, now many people report being able to get
service within a month Thanks In large part to a large amount of donor assistance, there
are also more phone lines available and new sWitching equipment at TICl

Phone service reliability, though Improving, IS stili poor by international standards,
particularly within certain regions and neighborhoods Poor service levels are eVidenced by
the large number of complaints about mistakes In billing While TICl has recently produced
a phone book, many of the phone numbers listed are rendered Incorrect within a penod of
months, thereby limiting the usefulness of the endeavor Typically, operators can not
explain why a given listed phone number does not work, nor can they provide an alternative
number when It has been changed Most business people suggest that cellular phone
service IS the only truly reliable service over the long term, but this limitation makes
communicating by facsimile difficult and unreliable

• The Introduction of cellular phone service represents a significant Improvement In Tanzanian
phone service In terms of Improving eligibility and the elimination of installation delays
Nevertheless, there are a number of problems that continue to make Tanzania's
telecommUnications capacity below world standards As noted In 1996, "the cost of cellular
phones, though reduced dramatically, remains outSide the reach of most small businesses
ThiS means that businesses continue to face delays In obtaining regular phone service," and
lines frequently do not function properly

• According to the TPC, availability of post office boxes IS no longer a problem In Dar es
Salaam TPC offiCials say that the organization has upgraded ItS fleet of delivery vehicles
and Improved delivery times, especially along major mall routes Yet, many In both the
government and the private sector do not conSider the Tanzanian postal system to be
reliable In terms of timely and secure delivery, especially In rural routes Many firms use
international postal carners such as DHl and Federal Express for routine bUSiness mall

Recommendations

One overarchlng recommendation IS genenc In the sense that It applies to all of Tanzania's
Infrastructure service prOViders Expenence In other countries has demonstrated that private
partiCipation In Infrastructure services prOVides needed capital, Increased effiCiency, new
management expertise, better service levels, and modern technology There are numerous
options for ending state-owned monopolies, including outnght priVatization, private management
contracts, use of bUild-operate-transfer or bUlld-own-operate mechanisms, and the creation of
public utility commiSSions to serve as public watchdogs The GoT should investigate these
options to Improve service levels and reduce the high cost of ItS utilities The recommendations
that follow are supplemental to the general suggestion that Tanzania actively and qUickly seek
private partiCipation In ItS mfrastructure services sector

• Water prOVIsion should be Improved and gradually expanded to un-serviced areas of the
country Pnclng should be gradually adapted to reflect the real cost of prodUCing clean
water, and collection mechanisms should ensure that water prOVIsion can be self-finanCing
A 1996 recommendation stili stands "Creation of the autonomous Urban Water and
Sewerage Boards In Tanga, Arusha, and Moshl have Improved service Significantly m those

40



Chapter 2 - Locating

areas Equally Impressive, revenue collectIon has Increased by as much as five times In
recent years Key to the Boards' success has been sufficient autonomy to set tanffs and
purchase needed equipment and matenals "

• The Department of Sewerage and Sanitation should Integrate ItS administrative procedures
with NUWA As noted In 1996, "It IS far more practical for water and sewerage services to
operate under the same organizational entity as IS the case In most countries" Private
participation In both services would also help reinvigorate these sectors Specifically,
experience has shown that significant pnvate participation In water services often solves
most bill collection problems, strengthens the financial position of cash-strapped utilities so
that service can be expanded and upgraded, and Infuses new management expertise and
technology

• The reliability and vanance of current provided by TANESCO are quality control Issues that
are also likely to be better addressed with the help of well-capitalized private companies

On the Issue of installation charges, several power compames around the world encourage
power consumption by reducing or even eliminating installation charges TANESCO should
consider Instituting standard options, which allow firms to defer some Installation costs (With
Interest or higher tariff rates) Additionally, the number of steps to obtain an electnclty hook
up should be reduced to bring It In line with other countries

• Participation of pnvate companies In telecommunications services has been proven
worldWide to be an effective way to reduce costs and Improve service levels It IS
recommended that the GoT consider increasing private sector Involvement In the
telecommunications sector The recent Infusion of capital and upgrading of eqUipment
should be highlighted In order to woo pnvate Investors Interested In purchaSing or investing
TICL

It IS also recommended that callback services be legalized as It reduces costs to consumers
and IS an Important check on maintaining internationally competitive pnces

TICL IS stili m need of management Improvements and customer service tralmng
Additionally, TICL needs to address the problem of phone numbers changmg and being
"temporanly" out of service

• The TPC should focus on increasing reliability and speed of delivery

2 4 EnVironmental Compliance

The National EnVironment Management Council (NEMC) and the Department of the
EnVironment In the Vice President's Office are responsible for reviewing the environmental
Impact of Investment projects In Tanzania The NEMC IS a statutory body that coordinates GoT
actions related to the environment and adVises the Office of the Vice President on
environmental policy Issues According to NEMC offiCial, the agency has attempted to sensItize
government agencies to the Importance of environmental Issues and offiCials characterize their
agency as a "government watchdog" for the environment The Department of the EnVironment
IS responsible for formUlating policy and acting as a custodian of the country's resources There
IS an NEMC Board on which the Director of the EnVironment SitS The NEMC Director-General
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reports on day-to-day activities to the Board, the Minister of Natural Resources and Tourism
makes environmental policy decIsions Both the NEMC and the Department operate only In Dar
es Salaam, there are no regional environmental offices but some functions of the Department
can be handled by other government agencies In regional offices In the next year or two, the
GoT IS hoping to establish local environmental committees that will work with the central
government to set gUidelines and enforce environmental laws

Currently, Tanzania's environmental regulatory regime IS m flux as a new law IS being drafted
and the NEMC continues to work on developing procedural gUidelines for ItS operations There
are likely to be several changes to how the GoT handles environmental Issues, but a description
of the current system follows

Environmental Impact Assessment lElA) Process The EIA measures the social, economic and
cultural Impact of a given project and It IS essentially a three-step process The Investor must
first VISit the NEMC to determine the environmental claSSification of the Investment project
There are three classifications or criteria that determme the scope of environmental review
needed for a particular Investment project The second step IS for the Investor to hire a firm to
conduct the environmental assessment As a third step, the EIA IS submitted to the NEMC and
a Techmcal Committee consisting of vanous representatives of government agencies reviews
the EIA and makes a recommendation This recommendation IS then forwarded to the
Department of the Environment In the Vice President's Office The Pnnclpal Secretary gives
final approval Although the NEMC cannot conduct environmental assessments Itself, It assists
Investors In Identifying consultants to perform the EIA

Although an environmental Impact assessment IS reqUired for Investors, the NEMC has not yet
Issued public gUidelmes for conducting such assessments In the mtenm, the NEMC uses the
environmental gUidelines prepared by the World Bank The NEMC has finished drafting ItS
gUidelines and procedures governing EIAs and anticipates that they Will be enacted by a vote of
Parliament after they have been approved by the Department of the Environment and the
cabinet NEMC offiCials declined to predict when their new gUidelines would enter Into force,
but a representative of the Department of the Environment said that the new environmental law
and procedures should be In effect by the end of 2000 The NEMC IS stili working on creating
vanous forms and designing criteria to establish which projects Will require an EIA As
proposed, an Investor would pay for an EIA, NEMC would review It and make a
recommendation to the Department of the Environment, and the Department would act as a
judge when disputes anse The NEMC IS also attempting to formalize a system for public
hearings

Because the NEMC IS currently reviewing projects on an ad hoc basIs, offiCials could not furnish
a t1meframe Within which an EIA IS reViewed or say what project characteristics would
necessitate obtaining an EIA The size of a project IS a key factor, and NEMC offiCials also
noted that almost all projects With foreign funding are reqUired to get an EIA NEMC offiCials
said that most Investors speak With the TIC and the relevant line ministry prior to being referred
to their agency
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AnalysIs

Issues

Environmental regulation IS a major area of uncertainty for Investors In Tanzania and creates
additional nsk, especially for large and complex projects

• The process for reviewing environmental projects IS not fully developed by either the NEMC
or the Department of the Environment However, It appears as If their efforts are duplicative
and unnecessanly time-consuming for a potential Investor

• It IS unclear how effectively the GoT Will calibrate ItS environmental requirements to meet the
needs of a specific business activity, project, or ecosystem The best environmental
regimes ensure that small and simple projects are not required to undertake the same
thorough EIAs as projects that Involve sensitIve production processes, are In
environmentally fragile areas, or are of suffiCient scale as to Impact the environment through
routine operations

Recommendations

FinaliZing, systematizing, and publicly IssUIng Tanzania's gUidelines for EIAs and environmental
regulation should be accelerated In the meantime, the TIC and NEMC should closely
coordinate to advisee Investors In the project planning phase on what to expect In regard to
environmental regulation In Tanzania Other recommendations follow

• It IS recommended that the government Integrate the functions of the NEMC and the
Department of the EnVironment Into a Single environmental review process Since
gUidelines In thiS area have not been finalized, It IS an opportune time to conSider alternative
organizational arrangements

Further, It IS recommended that the EIA process be de-linked to most of the preliminary
steps reqUired of an Investor for starting up a bUSiness In Tanzania Investors should be
able to begin the many other processes reqUired to start a bUSiness Without haVing to walt
on the results of what IS often a lengthy environmental review process Toward thiS end, the
TIC and the NEMC should work to Inform Investors as qUickly as pOSSible If an EIA IS
reqUired for their bUSiness

• Given that EIAs tend to be time-consuming, It IS recommended that the NEMC develop a
system of environmental Impact review that distingUishes among vanous types of projects
so that small, Simple Investments do not undergo an Inappropnately lengthy, costly, and
ngorous review process Clear and publicly available cntena should Identify which projects
should have which level of assessment done Foreign ownership should not be related to
whether or not a project requires and EIA
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Reporting

ThIS chapter focuses on acquiring the general and sectoral approvals, permIts, and licenses
required of most businesses In Tanzania, including registering a business and paYing taxes
Required steps for each major process are detailed below

3 1 Registering a Company

The Registrar of Companies reports a few procedural changes since 1996, and It IS expected to
become and executive agency In the future The process for requesting a names search has
been merged to be part of the company registration process The Registrar has begun the
process of computenzlng ItS files, and officials anticipate that this will greatly reduce Instances
of misplaced files and speed up response times

The TIC states that the Registrar IS the first POint of official contact when an Investor IS
attempting to start a company In Tanzania The pnnclpal forms of business organization
recognized In Tanzania are as follow

• sole propnetor,
• partnership,
• JOint venture,
• Incorporated company, and
• registered branch of an overseas company

Private companies must have between 2 to 50 shareholders while public companies must have
at least seven shareholders There are no regional Registrar offices and all companies must be
registered In Dar es Salaam

According to registry offiCials, the Advocates Ordinance states that prepanng the documents for
reglsterrng a company must be completed by a lawyer, but If an Individual can prepare the
documents accurately the Registrar will accept them Registry offiCials note that presently there
IS no fee for the forms, but the Registrar IS planning to charge for them In the future

Prrvate companies can commence bUSiness after reglsterrng With the Registry and obtaining a
bUSiness license BUSiness licenses are given out by the MInistry of Commerce, a Regional
Trade Officer, or a local authonty such as the Dar es Salaam CIty Commission

Application Process The application process vanes depending on the type of entity being
registered Most companies begin the process by acquiring a bUSiness name

Figure 3 1 summarrzes some of the major steps, durations, and fees Involved With registering
and operating a bUSiness In Tanzania
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ACTIVITY
2 Months

FIGURE 31 REPORTING/OPERATING

DURATION

2 Months
FEES

>(;-

Company Registration

Business License

Acquiring Investment Certificate

Mining License

Factories Inspection

Banking License

Transport License

Importing Goods

23 davs

1 month

4davs

3 months

3 weeks

3 months

2 davs

10 davs

Tsh 9 600 (US$14 2) for processing fees plus
vanable fee based on the amount of caPital

fees varv based on tvpe and size of compan

Tsh 75 000 (US $111 1) for the apphcalions form
and Tsh 400 000 (US $592 6) for the Certificate
of Incenlives

fees vary based on size of concession and type o'
license

fees currenllv unavailable

fees varv based on size of Investment
Annual fees for local camers range from Tsh
10000 (US $14 8) to Tsh 45 000 (US $66 7)
Annual fees for foreign camers range from US$
52 to $660 Other fees vary based on type of
vehicle and bUSiness

fees vary
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Business Names

To reserve a business name a company should apply by letter to the Registrar Registry
Officials state that It generally takes less than 30 minutes to check the files to determine If the
name IS available, certtficates are usually Issued within two days If the name IS available, the
applicant should fill out one of two forms "Statement of Particulars by an Individual" or
"Statement of Particulars In the Case of a Firm"

Most small businesses are sole propnetorshlps or partnerships and do not go beyond business
name registration A business must pay a Registration Fee of Tsh 5,000 (US $74) upon receipt
of confirmation of a trade name and a Maintenance Fee of Tsh 1,000 (US $1 5) every year No
annual returns are required If a business uses a business name It must register within 28 days
of establishing operations

Pnvate Companies

Once the business name has been reserved, the applicant should prepare the firm's
Memorandum and Articles of Association A lawyer IS not required for prepanng these
documents but uSing a lawyer IS the standard practice In addition, the Investor needs to submit
several forms, which are available at the Registrar's

Form 1 -- Application for Registration of a Company,
Form 6 -- Details of the Nominal Share Capital,
Form 14 -- Particulars of Directors or Managers,
Form 13 -- Declaration of Compliance, and
Form 15 -- Notice of Situation of Registered Office

Once the Registrar IS satisfied that the statutory requirements have been met, a "Certificate of
Incorporation" IS Issued This Certificate entities the business to begin operations All
companies must display their name outside every place of business Stationery must Include
the company's name, place of registration, registration number, and address of the registered
office Each firm must have ItS own company seal

Once an applicant receives the Certificate of Incorporation, there IS a one to two day walt to
obtain the "Certificate of Commencement" The registration fees are dependent on the amount
of share capital In accordance with the following scale

Amount of Capital (In Tsh/US $)
20,000 or less (US $29 6)
20,000 -100,000 (US $29 6-148 2)
100,000 - 500,000 (US $148 2-740 7)
500,000 -1 million (US $740 7-1,481 5)
1 - 2 million (US $1,481 5-2,9630)
2 - 3 million (US $2,963-44444)
3 - 5 million (US $44444-7,4704)
5 -10 million (US $7,4704-14,8148)
10 million or more (US $14,814 8)

Registration Fee (In Tsh/US $)
2,400 (US $3 6)
4,800 (US $7 1)
7,200 (US $107)
9,600 (US $14 2)
12,000 (US $17 8)
14,400 (US $21 3)
18,000 (US $26 7)
24,000 (US $35 6)
120,000 (US $177 8)
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FIling fees are Tsh 2,400 (US $36) per onglnal document (copies of onglnal documents do not
Incur this fee) for a total of Tsh 9,600 (US $142) per application A stamp duty of Tsh 1,200
(US $1 8) IS also charged for each onglnal document

Each year pnvate companies must submit Form C9, an annual return form that descnbes what
changes have occurred In share capital or among the company directors, along with audited
balance sheets and a statement of loss or profit Pnvate companies must submit Tsh 2,500 (US
$3 7) at the time of filing

Public Companies

To establish a public company an applicant must submit the same forms as a private company,
plus a prospectus and Form 3, the "List of the Persons who Have Consented to Be Directors"
Once the firm receives the Certificate of Incorporation, which takes one to three days, It Will
need additional time to receive the "Certificate of Commencement of BUSiness" After
registering, most public companies need additional time to venfiably meet various conditions
related to share capital and the consent of the directors Fees are based on a graduated scale

Foreign Branch Company

To register a Foreign Branch Company, the applicant must provide the follOWing In English

• certified copy of the company charter,
• certified copy of the Memorandum and Articles of Association from the country of origin

(these can be certified by Tanzanian foreign service officers In the country of Origin,
embassy offiCials In Tanzania, or registry offiCials In the home country ),

• full address of the company's headquarters,
• particulars of directors, and
• names and addresses of Tanzanians working for the company

Additionally, to register a foreign branch an Investor must submit four forms

• Form 1F -- Application for Registration of a Company,
• Form 2F -- Full Address of the Registered Office,
• Form 3F -- List and Particulars of the Directors, and
• Form 4F -- List of the Names and Addresses of Persons In Tanzania Authonzed to Accept

Service

There IS a fee of US $800 to obtain a "Certificate of Compliance" ThiS Certificate IS generally
obtained Within one to three working days once all the documents have been submitted

Operational ReqUirements All private and public companies are reqUired to hold an annual
meeting Within 15 months of the last meeting Form C9 -- "A Form of Annual Return of a
Company HaVing Share Capital," IS available only In Dar es Salaam ThiS form must be
submitted annually along With audited accounts Within 12 months of the end of the accounting
period There IS a filing fee of Tsh 1,000 (US $1 5) The auditor must hold a profeSSional
qualification recognized for thiS purpose by the National Board of Accountants and Auditors
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TradelServlce Marks

There IS a Tsh 50,000 (US $741) processing fee to obtain a Trade/Service Mark An
advertisement must be placed In the Official Gazette giving a 60 day penod to raise opposItion
If there IS no opposItion, there IS a Tsh 60,000 (US $889) fee for the preparation of the
Certificate The process from start to finish typically takes approximately three months The
Mark IS good for 14 years, the renewal fee IS Tsh 50,000 (US $741)

AnalysIs

Issues

Despite the fact that the Registrar's office IS not computenzed, processing times are reasonable
and most businesses are registered In less than a week Most Investors also credit the
Registrar for maintaining a clear and transparent process Nonetheless, opportunities for
Improvement In the business registration process remain

• Business names and companies can only be registered In Dar es Salaam ThiS reqUirement
Imposes considerable cost m time and money on entrepreneurs who are not from Dar es
Salaam The ongmallnvestor Roadmap research found that "m Mwanza, It IS estimated that
the cost of reglstenng a busmess partnership Increases by a factor of five to ten times once
the cost of the tnp and accommodations are Included" The extra expense and effort that IS
required to register m Dar es Salaam IS a contnbutmg factor to why so many Tanzanian
businesses are not registered Even Within Dar es Salaam, the Registrar states that there
are numerous businesses that remain unregistered

Recommendations

• The Registrar should take action to mcrease registration m outlymg parts of the country
Several options are available to do thiS, Includmg accepting registration applications via fax,
mall, or Internet, havmg Registrar's office staff penodlcally VISit major urban areas, or
extending the Registrar's functions to dlstnct offiCials At the very least, registration
matenals should be made available at the dlstnct level

Figure 3 2 compares Tanzania's company registration performance With a sampling of other
countnes
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Figure 3 2
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3 2 Business Licenses

Several changes have been made In the Ministry of Industries and Trade's Internal Trade
Section's licensing procedures since 1996 Among these IS translating all forms Into both
English and Kiswahlll, raising some fees, and making Its licensing criteria and procedures
publicly available

All businesses are required to obtain a Business or Trade License from the MInistry within 21
days of commencing business There are three categories of business licenses, the source of
these licenses depends on the nature of the actIVIty They are segmented as follows

For First Schedule Activities, which Include 28 different types of activities, an applicant
obtains the bUSiness license directly from the MInistry Prominent activIties on this list Include
manufacturers representative, real estate agent, broker, travel agent, shipping agent, shipper,
clearing and forwarding agent, Insurance agent, tOUrist hotels, banker, transportation by sea or
air, harbors and cargo handling, telecommUnications, electricity distribution, broadcasting and
teleVISion, 011 refineries, urban water supply, and casinos

BUSinesses failing under Second Schedule ActiVIties must submit applications to the nearest
Regional Trade Officer It IS Important to note, however, that In line With general government
policy of eliminating the Regional level of government, Second Schedule ActIVIties are to be
transferred to the District level There are 11 activities under this schedule including exporters
and Importers, cooperatives, regional trading companies, wholesalers, bUilding contractors,
manufacturers, printers and publishers, spare parts dealers, and hunting related companies

Companies failing under Third Schedule ActIVIties are required to submit applications to the
appropriate District Trade Office, which IS typically found In the Town or MUniCipal CounCil
These actiVities, which tend to be small-scale operations, Include Insurance agents, restaurants
and "ordinary" hotels, auctioneers, small restaurants, and Itinerant traders

BUSiness licenses should be obtained after the Investor has registered With the Registrar's and
the TIC The Director of the Internal Trade Section notes that ITS IS the coordinating agency for
government bUSiness licenses and grants the final GoT approval to operate

Application Process New applicants must complete and submit Form TFN 211 There IS no
cost for the form and no processing fee First and Second Schedule ActiVities should submit the
form In duplicate Attachments should Include the follOWing

• Certificate of Incorporation or Registration,
• proof of haVing a bUSiness premises (lease agreement or rent receipt),
• Sectoral approvals If necessary, and
• Class A ReSidence Permit for non-Citizens

For First Schedule ActiVities, a file IS opened for each application A committee of up to seven
people reviews applications The committee IS chaired by the Director of Internal Trade and has
representatives from the Registrar's office, Foreign Trade Department, Customs, Immigration,
and the local Planning Commission The committee meets on a monthly baSIS and therefore
receiving a license can take more than one month An Investor can request a temporary license
of up to 60 days while the committee meets Investor's must pay 10% of the fee amount for a
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temporary license, and the remainder of the fee IS paid when the permanent license IS granted
Only 1% to 2% of all applications are rejected

Second and Third Schedule Activities require three signatures Including the land or town
planning officer, health officer, and trade officer The town planning officer and health officer will
Inspect the premises Due to a lack of vehicles owned by the Dar es Salaam City Commission,
the business owner must generally provide transport to allow the inspection to occur On-going
plans to place Commission officials In ward offices may alleviate this problem Typically, It takes
one week to obtain the three signatures A Licensing Board Committee meets to review new
business licenses In Dar es Salaam, this Committee meets weekly, Commissions officials
assert that this Committee IS largely responsible for eliminate a backlog of 2,000 applications
that eXisted In 1996

Delays for most busmess licenses should be a maximum of two weeks to one month, depending
on which quarter a firm starts operating New businesses are expected to pay two-thirds of the
annual fee up-front with the final third due after eight months

Operational ReqUirements LicenSing fees are determined by the MInistry of Finance and vary
based on the speCific actiVity being regulated The licenSing fees are adjusted annually, usually
dunng June when Tanzania's annual budget legislation IS passed The highest annual fee IS for
a casino license, which IS US $75,000 while a village bUSiness would pay as little as Tsh 10,000
(US $148) In general, ITS offiCials state, the fees are adjusted to encourage local and rural
bUSinesses Selected annual fees, which are reviewed on an annual baSIS, Include the
following

local banks Tsh 800,000 (US $1,185 2)
foreign banks US $5,000 (up 20% since 1996)
bureau de change Tsh 600,000 (US $888 9)
c1eanng and forwarding Tsh 300,000 (US $4444)
tOUrist hotels Tsh 100,000 plus Tsh 2,OOO/room (US $1630/$30)
large-scale manufacturing Tsh 600,000 (US $888 9)
medium-scale manufacturing Tsh 400,000 (US $592 6)
small-scale manufacturing Tsh 20,000 (US $29 6, up 300% since 1996)
Importers/exporters -- raw matenals Tsh 300,000 (US $4444)
manufacturer's representative Tsh 200,000 (US $296 3)
dlstnbutor Tsh 300,000 (US $444 4)

Renewals The licenSing year IS divided Into three periods beginning on May 1, fees are
prorated to adapt to thiS schedule For example, If a bUSiness applies for a license any time In
the first trimester (May 1 to August 31) the full year's licenSing fee IS required If an Investor
applies In the last trimester (January 1 to Apnl 30) he or she will pay 1/3 of the annual licenSing
fee All licenses expire on April 30 and there IS a grace period of 21 days to pay before a
penalty of 25% of the license amount IS Imposed DUring thiS penod, bUSinesses may obtain a
temporary permit to operate The fees for first and second schedule actiVities are paid directly to
the TRA, third schedule actiVity fees are paid directly to the local council

Firms must fill out a reporting form annually, but committee approval IS only required for an
initial application BUSinesses are required to attach proof that they have paid the TRA, as well
as a valid residence permit and other clearances, If applicable relevant
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AnalysIs

Issues

• The Tanzanian private sector remains over-regulated and numerous agencies Issue
licenses and permits The ITS' licensing regime divides business Into so many different
categories that It represents a complex system to administer Further, given the fact that the
ITS does not meaningfully mOnitor or shut down businesses that are In violation of the law or
a menace to the public good, It IS unclear what legitimate regulatory function IS served by ItS
licensing regime Line ministrieS, the TIC, and other agencies also Issue licenses, so the
ITS represents a redundant layer of business regulation for an unclear purpose

• The annual renewal period IS considered to be an unnecessary bottleneck by Investors

Recommendations

• The GoT should review the ITS' licensing function In the context of an overall assessment of
business licensing In Tanzania The ITS and other agencies need to evaluate what
regulatory purpose they serve and whether they are the best and only agency to perform
their regulatory function Agencies that are redundant or serve a negligible regulatory
purpose should be eliminated

• It IS also recommended that the ITS cease making businesses renew their licenses at the
same time each year Renewals should be granted on a continuous basIs with no Single
annual expiration date

3 3 Investment Certificate

In the area of Investment promotion, there has been conSiderable change since 1996 The
Investment Promotion Centre (IPC), created under the National Investment (Promotion and
Protection) Act of 1990, has been abolished and the Tanzania Investment Centre (TIC), created
under the Tanzania Investment Act of 1997, has taken over ItS mandate The 1990 Investment
Act has also been repealed, although Investors certified under the old scheme continue to enJoy
the incentives they were granted Eventually, Investors registered under the IPC are to be re
registered under the TIC once their certrficates expire The new Act applies to all foreign and
local Investment except for some companies Involved In mining, petroleum, and chemicals,
explOSives, and arms

According to TIC offiCials, the Centre has changed ItS emphaSIS from regulating private sector
actiVity to promoting Tanzania as an Investment destination, registering Investments, and
faCIlitating the establishment of businesses After ItS publication In 1996, the Tanzama Investor
Roadmap was adapted and reproduced as a promotional gUide for Investors, It IS anticipated
that TIC staff Will track changes In the Tanzanian Investment climate and reissue thiS gUide on
an annual basIs The Centre has begun to offer pre- and post-Investment services, and also
helps unregistered businesses negotiate the Tanzanian government bureaucracy

Whereas receiving an Investment Certificate used to take several weeks, now the TIC reports
that Certificates are Issued Within three to five days Few, If any, applications are rejected
Rather, an Investor deemed unsuitable by the Centre IS asked to change certain aspects of his
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or her project to fit the stipulations of the Act The new Act states that other government
agencies must, wlthm 14 workmg days receipt of a wntten request by the TIC for Information
about an Investor's licenSing application, "Issue the required license or approval or serve a
wntten objection to the Centre When the Centre does not receive a wntten objection from the
relevant authonty wlthm the speCified time the necessary license or approval shall be deemed
to have been granted"

OffiCials at the TIC suggest that the new law has had a POSitive Impact on Investment flows Into
Tanzania From a nadir of 85 project applications m 1995, the TIC had processed 120
applications through June 30, 1998, and offiCials at the Centre expected the trend to continue
Data from the Centre suggests that foreign Investment compnses a significant portion of
Investment m key sectors Smce 1990, project approvals have been concentrated In
manufactunng, With tourism and agriculture coming next Investments have been pnmanly
located In Dar es Salaam and such secondary Cities as Arusha and Mwanza, Investment m rural
areas remains disappOinting For example, of the total number of Investment projects approved
by the IPC and the TIC up to June 1998, 59% were located In the Dar es Salaam area, 10%
were In Arusha, and 7% were In Mwanza, With the other 17 areas dividing the remaining 24% of
Investment The total value of projects approved from 1990 to June of 1998 IS US $3446
billion In most areas, local Investment projects and JOint ventures outnumbered foreign
Investments

As a result of the new Act and the new organization, most of the old IPC's procedures have
been abolished Indeed, many of the cntlclsms of the IPC Included In the Tanzania Investor
Roadmap have been addressed The Centre IS stili In a tranSition phase In terms of staffing,
faCIlities, and working out ItS procedures The organization IS not fully staffed and IS due to
move to a new office One new Initiative IS to have offiCials from the MInistry of Lands,
Department of Immigration, Registrar of Companies, and Customs Department working In
reSidence In the TIC to adVise mvestors on procedures and trouble-shoot If problems arise To
date, only the MInistry of Lands' liaison officer IS actually working at the Centre

Application Process New foreign Investments (including JOint ventures) are reqUired to Invest a
minimum of US $300,000, down from US $500,000 In 1996, while local Investors face a
threshold of US $100,000 To receive incentives for an eXisting operation, new Investment of at
least 90% of the appraised value must occur The TIC requires that Investment In
rehabilitations exceed US$ 250,000 for foreign Investors (and jomt ventures) and US $50,000
for local Investors

The process for acquiring a Certificate of Incentives varies depending on the type of Investment
The TIC's baSIC application form, Form P A 1, IS a comprehenSive questionnaire that asks for a
range of Identification Information about the Investors and their bankers, project details, and
various finanCial, sales, and employment projections for five years Into the future Investors are
reqUired to complete Form P A 1, which IS available from the TIC for Tsh 75,000 (US $111 1), In
triplicate New Investors should submit the form With

• Memorandum of ASSOCiation (Tanzanian or foreign),
• Articles of ASSOCiation (Tanzanian or foreign),
• latest audited finanCial statements,
• eVidence of suffiCient capital, and
• three copies of the bUSiness pian/feasibility study
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If the applicant IS foreign, a brief profile IS also reqUIred on relevant experience and
qualifications

If rehabilitating or expanding an eXisting Investment, the Investor submits Form P A 1 plus a
statement of audited accounts for the past three years If the Investment IS an equity
Investment, the applicant IS reqUIred to furnish the Centre with Information about the number of
shares owned, the currency In which the Investment was made, and the nature of the
enterprise's ownership structure

Once the TIC receives the application It opens a file and the registration process begins Final
registration for a Certificate of Incentives done by the TIC Management Committee According
to TIC offiCials, ItS deCISions are reached within two weeks The TIC then Informs an Investor of
ItS decIsions via letter An Investor must pay Tsh 400,000 (US $5926) once the Certificate IS
Issued A registered Investor IS then required to submit an Implementation schedule, "proof of
eVidence of funds," and Information detailing the location of the enterprise

Operational ReqUirements All TIC registered projects are required to complete and forward a
"Progress Report" to the Centre after the Initial SIX months

AnalysIs

Issues

The TIC IS In a state of tranSition, so the Implications of ItS shift from regulator to facIlitator, while
welcome, can not be thoroughly analyzed at thiS POint Several Initial successes have been
acknOWledged by the Investment community, however, Including the passage of a new and
more attractive Investment Act, secunng officers from key agencies at the Centre, speeding up
the Certificate approval process, Increasing ItS range of services, and prodUCing a practical
Investors gUIde to Tanzania TIC offiCials also cite statistics to suggest that the new act, less
Investment uncertainty, and a streamlined regulatory regime have led to Increased numbers of
applications for Investment Certificates since 1996

Several of the constraints and recommendations formulated In 1996 have been explICitly
addressed With the promulgation of the new Investment Act and the reorganization of
Tanzania's Investment agency These Issues Include the follOWing

• As urged In 1996, the TIC has shifted Its focus to Investment facilitation and promotion
versus screening and regulating

• In 1996, the now defunct IPC was criticized for maintaining a non-transparent Investment
Certification process and Incentives were not always accorded equally ThiS Issue seems to
have been resolved With the ascendancy of the TIC and the passage of the new Investment
Act, which clearly states what cntena are used to claSSify an "Investor" who qualIfies for
Incentives

• In reference to receiving Certificate of Incentives approvals, "delays of several months are
reportedly not uncommon," the Roadmap stated Although the TIC IS also not fully staffed,
the IPC's backlog of applications has been all but elIminated and the new review system IS
less likely to cause major delays
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• As recommended In 1996, the TIC now provides pre- and post-Investment services Due to
the newness of thiS service provIsion, however, a thorough assessment of the TIC's efforts
can not be offered at thiS time

Nonetheless, several Issues remain that continue to constrain the efforts of the TIC

• The on-going tension between the TIC and the TRA IS a cause of concern for many
Investors, and It IS not clear which agency Will prevail or If their conflicts Will cause an
endUring and confUSing Situation The TRA suggests that the TIC IS granting incentives
Without duly considering statutes other than the Investment Act, while the TIC suggests that
many old laws need to be changed TRA offiCials also suggest that the TIC does not
demonstrate an understanding of the need to raise revenue, but TIC offiCials counter that
revenue will Increase If Tanzama's bUSiness community Increases

• The TIC IS not yet a one-stop shop despite the recent reorganization out of the old IPC, the
mandate expressed by the new Investment Act, and Increased levels of cooperation from
some other government agencies Tanzania's government IS stili littered With regulatory
bodies and quasI-government boards that complicate the smooth running of bUSiness, and
the TIC has not been able to help smooth the way for Investors In every case Further,
many In the private sector suggest that many bureaucrats don't fully understand the need to
create a Vibrant and unfettered private sector and, as a result, are unmotivated to faCIlitate
the growth of pnvate enterpnse Some note that Tanzania can not pOint to any major
success stones In attracting major Industnes or "flagship" privatization transactions or
Investments At the same time, many bUSinesspeople feel that the TIC promises more than
It can deliver and underestimates the difficulties of starting up and operating a bUSiness In
Tanzania

• The minimum Investment levels dlscnmlnate against small Investors Although the minimum
threshold has been lowered for foreign Investors, the US $100,000 mlmmum requirement for
local bUSinesspeople IS likely to exclude a large segment of the population The incentive
levels encourage capital-intensive activities which run against the GoT's stated objective of
maximizing employment opportunities At the same time, some major Investors and venture
capital firms state that they are diSinclined to use the services of the TIC, In part because
the Centre IS perceived as Ineffective

• When the IPC was operational there were concerns that ItS staff was not as pro-active and
effective as was necessary to confront the country's bureaucratic intransigence In regard to
faCIlitating pnvate bUSiness The Investment Act states that IPC staff Will "be transferred to
and be employed by the [new TIC] Centre" There were also concerns that because the TIC
staff was governed by CIVil service rules they lack the proper Iflcentlves to aggressively
champion the advancement of pnvate enterpnse In Tanzama

Many of these concerns were echoed by the assessment report research In 1998, and the
TIC IS not regarded as an aggressive, effective agency that can accomplish ItS mandate
Thus, some question whether the Investment Certificate IS worth the time and money
reqUired to obtain It Because the TIC has not addressed these personnel Issues the same
analySIS from 1996 should be noted "The IPC staff IS under the rules of the CIVil service and
as such IS subject to low pay, low morale, and a low level of effiCiency The low salanes 
mid-level profeSSionals earn approximately Tsh 25,000 (US $37 0) per month - have made It
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difficult to attract competent and motivated staff Only half of the slotted professional
positions are filled The institution remains bottom heavy with only eight professionals out of
a staff of 42 Generally, this IS not a sign of a lean organization"

Recommendations

• The legal conflicts among various acts and statutory legislation that relate to Investment
should be Identified and harmonized Further, better communication between the TRA and
the TIC should be established to clarify disputes and ensure that GoT policy toward
Investors IS consistent

• For the TIC to be effective, It needs to secure greater cooperation from other GoT entities
and ensure that ItS Investment Certificate offers real value The TIC should move qUickly to
place the liaison officers from the Registrar, Customs, and Immigration In ItS offices as soon
as possible Further, the TIC needs to do ItS part to transform the attitudes of the agencies
that regulate Investment

The TIC should secure permisSion from other agencies to hand out and collect all forms and
procedural gUidelines The TIC should use ItS unique POSition to help centralize all
information useful to and all applications reqUired of an Investor If the TIC takes
responsibility for collecting all forms, can gUide Investors In how to complete them, and
adVises Investors on what criteria are applied to applications, It Will c1anfy many uncertainties
and resolve many of the conflicts that currently eXist among different government agencies
Eventually, the TIC should put all of these application forms, procedural gUidelines, and
Investment promotion Information on a webSite so that a centralized databank of Investment
Information can be accessed from anywhere In the world

• The TIC should consider what type of Investor It IS targeting and ways to encourage local
Investment under the eXisting Investment Act If the TIC IS seeking to attract multi-million
dollar Investments, It needs to revise ItS strategy and secure political Will at the highest levels
of the government to ensure that liberalization poliCies are Implemented appropriately The
TIC should explore what type and size bUSiness the US $300,000 (and $100,000 for
Tanzanians) minimum capital threshold IS excluding and consider eliminating or lowenng
that threshold

• As noted In 1996, the TIC should try to exempt Itself from the rules of the CIvil service and
become a more autonomous body As well, It should Increase ItS ability to attract and retain
highly qualified personnel and fulfill ItS staffing needs

3 4 Income Taxes

The major piece of legislation governing taxes In Tanzania IS the Income Tax Act of 1973, as
amended In 1994 Tanzania's tax agency, the Tanzania Revenue Authonty (TRA), IS a
relatively new agency and stili undergOing some change related to Its establishment The
government has tasked the TRA With several objectives related to Increasing revenue These
Include broadening the tax base, encouraging tax compliance, reviewing Tanzania's tax
exemption policy, Improving overSight of bonded warehouses, and harmonizing the tax rates
between Zanzibar and the mainland
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According to the Bank of Tanzania, In fiscal year 1996/97 the TRA collected roughly an equal
amount of revenue from sales and excise tax as It did Income taxes, with Import taxes
accounting for a larger share of GoT funds In fiscal year 1996/97 sales and excise taxes
contributed Tsh 129 billion (US $191 million), Import taxes amounted to Tsh 1631 billion (US
$242 million), and Income taxes equaled Tsh 1257 billion (US $186)

With the introduction of a Value Added Tax (VAT) and the repeal of sales tax and stamp duties
In June of 1998, the TRA entered a new transItion phase The TRA IS now divided Into three
divIsions that handle Income Taxes, Customs and Excise Taxes, and VAT The Department of
Income Taxes IS responsible for administering Income taxes, corporate taxes, employment
taxes, withholding taxes, and a housIng levy VAT tax administration IS addressed In the
following section of thIs chapter and Customs IS discussed In Chapter 4

Registration Process Once the Registrar of CompanIes has processed a business, It needs to
register with the nearest TRA office The law states that a business should register wIth the
TRA within 30 days of becoming liable to pay corporate Income tax All businesses are required
to fill out and submit the following

• Business EnqUiry form,
• Certificate of Incorporation,
• Memorandum of Association, and
• ArtIcles of Association

Foreign branch compames should provIde a Certificate of Compliance from the Tanzanian
Registrar of Compames

Partnerships are required to submit a copy of their partnership agreement and their business
partnershIp registration Issued by the Registrar of Compames The indivIdual partners would
themselves each submit a Preliminary Enquiry form Other Individuals are also required to
complete and submit a Preliminary Enquiry form

Sole traders are required to submit a Preliminary Enquiry form

There IS no fee for the forms or for processing Once these forms and attachments are
submitted, a file number IS established According to TRA staff the typical processing time IS 15
to 30 minutes, including tIme for a TRA officer to gUide the taxpayer on his or her rights and
obligations

Sole traders, defined as Individual business people or Individuals In a partnership, who earn
more than Tsh 1 5 million (US $2,222 2) annually are required to have their accounts audited by
a profeSSIonal accounting firm The corporate entity of a partnershIp does not pay taxes In
Tanzania, rather the indivIdual partners do Sole traders who earn less that Tsh 1 5 million
annually Will pay a flat tax based on the type of actiVIty and the locatIon of the bUSiness For
example, sole traders working Within the center of Dar es Salaam Will pay a higher rate of tax
than those working In a suburban area

Because most sole traders and small bUSinesses In Tanzama do not keep accounting records,
the GoT has established a system of flat taxes based on the nature of the actiVIty and the
location For tax purposes, small bUSinesses are defined as those that earn less than Tsh 1 5
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million (US $2,222 2) annually This IS known as the MInimum Standards Tax Within Dar es
Salaam, there are 41 different activIties listed and three area categones The highest rates are
found In the City Centre, the second level of rates are associated with businesses located In
Kanakoo, and bUSinesses In other areas pay lower taxes For example, a retail shop would pay
Tsh 200,000 (US $296 3) per year In City Centre, Tsh 150,000 (US $222 2) In Kanakoo, and
Tsh 100,000 (US $148 2) elsewhere In Dar es Salaam Rates run as high as Tsh 500,000 (US
$740 7) for Jewelers, car dealers, car hire companies, and daladalas located In City Centre to as
low as Tsh 100,000 (US $1482) for kiosks, hair salons, photo StUdiOS, and dry cleaners In
Bugurunl and lIala Small bUSinesses can prepare accounting books If they wish

Personal Income Taxes Tanzania uses a progressive personal Income tax for monthly Income
over Tsh 20,000 (US $296) Marginal tax rates peak at Tsh 149,000 (US $2201) plus 35%,
which IS assessed on monthly Income above Tsh 700,000 (US $1,037 0)

All bUSinesses that earn more than Tsh 20,000 (US $29 6) per month are required to collect
Income tax from employees for the government through payroll deductions In a program known
as "Pay as You Earn" (PAYE) Payments are based on gross emoluments and payment IS
required regardless of the number of employees

The employer and employee are required to submit JOintly Form P 1, "Claim for Family Relief,"
where the employee Indicates the number of dependents (Note marriage and birth certificates
are no longer required as additional submiSSions) Payments should be made monthly through
any registered bank, the payment must be accompanied by a completed Form P 11 At the end
of the year, employers should complete Form P 10, which serves as the "Employer's End of
Year Certificate" ThiS form should be submitted on or before January 31st of the follOWing
year Form P 9, "Tax Deduction Card," must be completed by the employer for each employee
In a departure from prevIous practice, thiS form can be produced by a bUSiness on ItS own
computer so long as the information reqUired IS present

HOUSing Levy A HOUSing Levy (some Tanzanians refer to thiS tax as the payroll tax) of 4% of
gross emoluments IS collected by the TRA on bUSinesses that employ more than four workers
Employers are reqUired to pay the HOUSing Levy on a monthly baSIS Within seven days of the
prevIous month Payment should be accompanied by a completed Form HL 9, "HOUSing Levy
Monthly Return Form"

Corporate Income Tax Once a file number has been established, a bUSiness IS expected to
complete Form IT 21, the "ProvIsional Tax Return" Sole propnetors are reqUired to fill out Form
IT 20 The provIsional tax return must be submitted Within three months of the beginning of the
starting accounting date, the estimate of the tax IS payable quarterly The TRA expects all
bUSinesses - even new ones - to record a profit and pay taxes on thiS profit, bUSinesses that
report an expected loss on their provIsional tax return must satisfy the TRA that thiS IS true
through the proVISion of forecasted Income statements If the provIsional tax paid IS not
accurate, companies are expected to make adjustments In the next quarter

A "Final Tax Return," Form IT 2, must be submitted "Within a penod not exceeding nine months
from the date to which you make up the accounts of your bUSiness" For indiViduals, Form IT 1
must be completed If profits were higher than expected, the balance of tax owed must be paid
at the time of submiSSion If the bUSiness has overpaid taxes, the TRA Will Issue a credit for
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prevIous or future tax liabilities The TRA prefers to keep a running credit balance with
companies, but refunds can be requested

The corporate Income tax rate IS 30% for both resident and non-resident companies, save those
operating In the tourism sector This tax rate was reduced from the prevIous rate of 35% as of
July 1, 1997

Exemptions from the Income tax are stated In the Income Tax Act of 1973 (as amended) If a
business IS applying for an exemption, the MInister of Finance IS charged With reviewing the
request to see If It IS allowable under the Act, the Commissioner of Income Taxes plays an
adVISOry role In thiS process

Wear and Tear Deductions There are three rates of wear and tear deductions allowed
depending on the type of equipment Class I, for tractors, combine harvesters, and heavy, self
propelled equipment, IS allowed a 37 5% annual deduction Class II covering light, self
propelled equipment inclUding aircraft, IS allowed a 25% annual deduction Class III for all other
machinery including ShiPS, furniture and fittings, IS allowed a 12 5% annual deduction

Unlike In prevIous years, computer expenses are now fully deductible Public relations and
advertiSing costs are deductible although not necessarily fully deductible The deductibility of
these expenses IS determined on a case-by-case baSIS

Withholding Taxes Withholding taxes are leVied on several kinds of transactions A partial
accounting IS listed below Some rates for reSidents are lower than for expatriates

Interest
DIVidends (not on stock market listed CayS)
DIVidends (on stock market listed CayS)
Branch diVidends
Management/Professional Fees
Royalty Fees
Rent
Goods and services
Pension or retirement annuity
Transport
Income from leased aircraft

Non-ReSidents
15%
20%
5%
20% of after tax profits
20%
20%
20%
15%
15%
N/A
10%

ReSidents
15%
15%
5%
N/A
N/A
N/A
15%*
2%
N/A
4%
N/A

* There IS a 15% Withholding tax on rental payments from reSidents on rents above Tsh 500,000
(US $740 7) per year

Several changes In Tanzania's Withholding tax scheme have occurred since 1996 The
Insurance CommiSSion tax has been repealed and the Insurance Claim tax has been lowered to
0% Management/Professional Fees and the Royalty Fees tax have been lowered by 10%, tax
on rent has been lowered by 20% Tax on goods and services (on transactions over Tsh
100,000 - US $148 2) charged to non-reSidents has been raised by 13%

Withholding taxes should be paid to the TRA on a monthly baSIS There IS a different form for
each type of Withholding tax At minimUm, all bUSinesses Will be reqUired to submit Form WT-
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506-GS-2, the "Monthly Remittance Summary" of withholding on goods and services sold
Form WIT-506-GS 10, which summarizes the wlthholdmg payments on annual basIs, must be
submitted at the end of the year

Double Taxation Treaties Double taxation treaties have been signed with Canada, Denmark,
Finland, India, Italy, Norway, Sweden, and Zambia Tanzania IS also m the process of
negotiating treaties with Belgium, Burundi, Iran, Lebanon, MalaYSia, Mauritius, Pakistan,
Rwanda, Uganda, and the United Kingdom

AnalysIs

Issues

Although mcome taxes have been simplified and lowered In recent years, the Tanzanian tax
system IS a major concern for Investors and many argue that the overall tax burden remains one
of the highest In the region Some speCific concerns are noted below

• Under the provIsional tax system, It IS assumed that businesses become profitable as soon
as they begin operations As noted In 1996, "while thiS assumption may be correct for
trading companies, It IS unrealistiC for longer-term Investments such as manufacturing
operations and hotels" ThiS cost pressure at the early phase of a company's operations
discourages new business creation and may also contribute to the keeping many Tanzanian
businesses In the Informal sector The provIsional tax system also assumes that businesses
constantly Increase profits, even If a business takes In less revenue In a subsequent year, It
can not pay less tax From the business standpoint, these assumptions are unrealistiC and
represent a risk and constraint to new Investors and operating businesses alike Further,
businesses are required to pay estimated corporate taxes In advance, which IS particularly
hard on the cash flow of new firms

• Another problem with the provIsional tax system IS that If a bUSiness overpays ItS taxes It
does not receive a refund Rather, bUSinesses are Issued a credit toward future tax
liabilities, which IS much less attractive While the TRA says that a company can request a
tax refund If It has overpaid ItS taxes, many In the bUSiness community say that In actuality
companies never receive their refunds

• According to offiCials In the Income Tax department, the new Investment Act contravenes
some of the provIsions of the Tax Act, Companies Act, and Customs Act, especially In
regard to carrying forward losses, capital and other allowances, and how certain duties are
to be assessed and collected on Imports and exports As a result, Investors receive
contradictory information from the Investment Centre and the Revenue Authority The
resulting administrative disagreements and legislative conflicts add to Investor uncertainty
about investing In Tanzania

• Investors complain that TRA offiCials are often OffiCIOUS In demeanor and unsympathetic In
their Interaction With bUSinesspeople Several Investors noted that the TRA seems to
assume that compames are naturally Inclined to evade taxes and must therefore be dealt
With accordingly Some note that the TRA IS qUick to freeze a company's assets dUring an
Investigation At the same time, Investors suggest that larger companies can not evade
taxes while smaller ones often do, thereby shifting the burden of tax compliance to large and
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often foreign-owned companies TRA officials state that they have a clear mandate to
maXimize government revenue In a society that IS resistant to complying with the law and
paYing one's fair share of taxes

• Despite some adjustments, the 1996 observation that "withholding taxes are numerous and
high by International standards and continue to constrain Investment" remains valid
Investors complain that the number of tax filings, In addition to extracting much revenue,
also require a great amount of time to complete Relatedly, there are numerous forms
Issued by the TRA to record withholding taxes

• The National Tax Appeals Court IS not completely staffed and has not been fully operational
for more than three years

• Both the TRA and the Registrar require a business to submit ItS Articles and Memorandum
of Association, yet the TRA also collects a firm's Certificate of Incorporation from the
Registrar The TRA's collection of the Articles and Memorandum of Association IS
unnecessarily duplicative of the submiSSions of the Registrar

Recommendations

• The TRA should administer ItS tax policies to realistically reflect the nature of business start
ups and operations If the GoT wants to broaden the tax base, It should encourage local
and foreign business development and show more leniency In the way that taxes are
collected The TRA should cease assuming that all businesses are profitable Immediately
Further, tax policy should reflect the cyclical nature of business, especially given Tanzania's
consistent Inflation and serious Investment risk factors, and allow for bUSinesses to pay
lowered estimated taxes when profits slump Finally, the TRA should allow companies to
pay taxes on an annual baSIS, and at the very least stop requIring that taxes be paid In
advance

• As suggested In 1996, "It IS recommended that firms that overpay their Income taxes be
given a refund rather than a future tax credit" Refunds can be Invested productively,
Increase a company's cash flow and options, and should have the same long-term revenue
effects of ISSUing tax credits Unlike tax credits, tax refunds Will show up on a company's
books as an asset

• The conflicts among Tanzania's Acts and statutory legislation must be eliminated to create a
predictable and rational Investment climate It IS recommended that the TRA and the TIC
also work to Improve their communication and work toward common goals of developing the
Tanzanian economy

• The TRA should train ItS staff to work together With tax compliant companies and adopt a
less confrontational attitude Increased dialogue, customer service training, and bUilding
awareness of the demands of running a bUSiness should address some of the concerns
related to TRA officers' manner In dealing With the private sector

• Tanzania's system of collecting Withholding taxes creates an administrative encumbrance
on the TRA and a Significant reporting burden for companies Therefore, the system should
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be simplified The TRA should consider ellmmatmg or combmmg several of ItS wlthholdmg
taxes, especially m the light of the new VAT tax At the very least, wlthholdmg tax rates
should be reviewed to bnng them Into line with those In other countnes Additionally, the
TRA should combme ItS wlthholdmg tax forms mto a smgle multi-purpose document

• The National Tax Appeals Court should be revived to allow busmesses some formal
recourse for disputes over taxation

• The TRA should cease collecting a company's Articles and Memorandum of Association

Figure 3 3 compares the number of Tanzania's tax filings With other countnes
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3 4 Value Added Tax

With the mtroductlon of Value Added Tax (VAT) In July 1, 1997, the Sales and Excise Tax
Department has been abolished and Its personnel have been reassigned Excise Duties are
now handled by Customs and VAT has superceded sales tax, the stamp duty formerly charged
on receipts, and the detamments tax TRA officials state that they sWitched to a VAT tax, which
IS levied on the sale of all taxable goods and services, because they consider the VAT to be
more effiCient and produce more revenue VAT m Tanzania IS assessed at a rate of 20%

The VAT department has only recently Implemented ItS new procedures The VAT department
has produced eight publicly available documents that explam variOUS aspects of the VAT
system, Includmg registration, record keeping, and payment mstructlons Each document IS m
both Klswahlll and English

Registration Process Any busmess with a taxable turnover of Tsh 20 million (US $29,629 6) per
year or Tsh 5 million (US $7,4074) In three consecutive months must register for VAT To
register, an mvestor must collect form VAT-101 from the nearest VAT office and return It when
completed When the form IS turned m, a VAT officer Will tell the mvestor when to return to
collect a VAT Registration Certificate Once Issued the VAT Registration Certificate, a busmess
can charge VAT on ItS goods and services

If they have no questions about an applicant, VAT offiCials say that the registration process
takes one week VAT offiCials state that If there are questions about an application, the VAT
Department Will telephone the applicant

Companies that are below the mandatory mcome threshold may register voluntarily In the same
manner

Operational Issues The TRA collects VAT every month A business Will collect VAT from ItS
customers (output tax) and pay VAT on ItS supplies (Input tax) If the output tax IS greater than
the mput tax, the difference IS remitted monthly With form VAT-201 The VAT payment IS due at
the TRA on the last working day of the month after the month for which the VAT IS being
remitted

When Importmg, VAT IS assessed on top of excise duties and other fees

Compliance audits are based on a risk analySIS and a computerized system that checks for
errors In payments Companies are clasSified according to their nsk profile and thiS
classification determines how often VAT offiCials Will conduct a phySical audit of the business
The classes are as follows

Class A - Inspection once every three years
Class B - Inspection once every two years
Class C - mspectlon once each year

There are three types of exemptions from VAT

• Goods or services are assessed a VAT rate of 0% when exported The Single Bill of Entry
has been adapted to mclude thiS zero ratmg mformatlon
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• Certain foodstuffs are exempt from VAT If they are designated for sale or distribution to low
Income Tanzanians

• Some goods and services purchased by religious organizations, government agencies, and
donor organizations are exempt If they are to be used In an official capacity

For the second and third type of exemption, an applIcant must fill In either form VAT-220 or
VAT-220A and have It approved by the Minister directly Involved In the project In question After
the MInister signs the form, one copy IS sent to the appropriate TRA Regional Revenue Officer,
the supplier of the goods or services, and the applicant Form VAT-220 IS for goods and
services produced In Tanzania and form VAT-220A IS for Imported goods and services

AnalysIs

Issues

The newness of the VAT system In Tanzania defies easy analysIs at this time However, a few
salient Issues were raised by interviewees dUring the assessment research

• The way VAT IS administered creates a significant cash flow burden on companies
Companies must pay VAT on their sales monthly, regardless of whether or not they
themselves have been paid by their clients For companies that have established long-term
sales relationships, accept delayed payments, or Issue credit, the reqUirement that they pay
VAT to the TRA In advance represents a serious cash flow pressure Because some
companies may not be able to afford paYing VAT on large sales, this system can constrain
bUSiness actiVity or Induce cheating

• At present, the VAT IS a blunt Instrument of revenue generation and does not grant
incentives for any particular type of economic actiVity There IS no proVISion for VAT
exemptions or rebates to encourage tourism, and the proVISion to boost exports through
VAT exemptions has yet to be widely used

• Some In the private sector suggest that smaller companies can eaSily keep two sets of
books and underreport the amount of VAT charged If this IS the case, prices will have
effectively risen by 20% on some Items and the TRA will have lost a large portion of ItS VAT
revenue At the same time, It has been reported that some vendors stili charge sales tax

• Private sector experience With VAT staff has been mixed Some bUSinesspeople credit VAT
staff With being well versed In the system and helpfUl In explaining how It works Indeed, the
Department has published a series of pamphlets, In both EnglIsh and KlswahllI, explaining
the new system Others suggest that the VAT Department has been less than proactive In
alerting the private sector to opportunities for VAT rebates or exemptions Some also say
that the VAT Department's material IS confUSing and does not cover Issues related to VAT
exemptions Some In the bUSiness community assert that VAT staff have been rather
aggressive and officIous In administering the system and collecting VAT payments,
generally unsympathetic to legitimate confUSion about to how the system works

• Given that bUSiness must register With the Income Tax DIvIsion of the TRA, the VAT
registration process IS an additional step for Investors
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Recommendations

Pending further expenence with the VAT system, this report will forego detailed
recommendations at this time A few general recommendations may be appropnate, however

• The TRA should link ItS collection of VAT to when businesses are actually paid for a good or
service This would not reduce government revenue while allowing bUSiness more control
over ItS capital In the long-term, by letting business better control ItS own funds the TRA
would give companies more flexibility to grow

• The GoT should consider ways to adjust the VAT system to Induce Investment In key areas,
such as agnculture, tounsm, and exporting manufactunng VAT rebates have been used In
other countnes, including neighbors such as Zambia, to encourage tounsm and spending on
locally made goods and services

• The TRA should stiffen ItS policing of non-tax complaint businesses It small companies are
evading paYing VAT by keeping two sets of books, the GoT should fairly and thoroughly
investigate

• As with other TRA offiCials, VAT officers may be In need of awareness bUilding and
customer service training to create a better working relationship with tax compliant
businesses

• Because the TRA has a great deal of information pertaining to eXisting businesses, the VAT
registration process should be merged with the general tax registration process At the very
least, new enterpnses should be able to register for VAT and Direct Taxes In the same
process and uSing a common form

3 5 Local Busmess Licenses and Taxes

Local governments have the authonty to regulate and tax businesses In Tanzania, and the types
of levies Impose vary from place to place For the purpose of thiS document, the practices of
the Dar es Salaam City Commission will be cited as an example

As noted previously, the Dar es Salaam City Commission regulates businesses that are
claSSified as Third Schedule Activities In total, the Commission Issues 56 different licenses
corresponding to a different type of bUSiness activity Licenses cost between Tsh 10,000 (US
$148) and Tsh 150,000 (US $2222) Third Schedule ActIVIties In Dar es Salaam apply to
bUSinesses that report an annual turnover of Tsh 300,000 (US $4444) per year or more The
Commission charges a flat licenSing fee of Tsh 26,000 (US $385) for Informal sector vendors
operating under thiS Income threshold

The Commission reports that It has Simplified some of Its procedures since the publication of the
Tanzania Investor Roadmap In 1996 The Commission has eliminated a step In process of
ISSUing licenses for those enterpnses that reqUire health and hygiene inspections The
CommiSSion has also created a LicenSing Committee to review applications In a more
transparent fashion than was previously the case The Committee IS compnsed of 6 Dlstnct
Trade Officers, 12 Commissioners, and 4 representatives from the police The Commission IS
also consldenng decentralizing ItS operations to the ward level so that inspections can be more
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effectively carned out without charging the business for the transportation costs Incurred, as IS
the current practice Additionally, the Commission has Increased the number of wards by 20
from 52 In 1996

Application Procedure The current procedure for a business to apply for a first time license IS
as follows

1 the Investor fills In a trades licensing application form and, If necessary, schedules an
inspection with a Commission health officer,

2 the health officer comes to Inspect the premises, collects the licensing fee, and Issues a
receipt,

3 the health officer prepares a bnef report and, If alliS satisfactory, Issues a health certificate,
4 the health officer brrngs the certificate and a copy of the receipt to one of the Commission's

trade officers,
5 the trade officer consults with a town planning officer and they recommend to approve or

reject the license application The town planning officer IS consulted to assess If the
enterprrse In question IS located In an area designated for commercial use,

6 the application then goes before the licensing Committee, which will consider the
recommendations of the health, planning, and trade officers,

7 If the Committee approves the application, the license IS prepared and recorded, and
8 the applicant comes to the trade officer to collect his or her license

Each offiCial Involved In approving an application fills In a different part of a single application
form CommisSion offiCials state that their goal IS to complete thiS process Within 21 days, but
concede that to date It often takes longer for a license to be Issued Renewals of liquor licenses
also go through the Licensing Committee

The Dar es Salaam City CommisSion also Imposes a number of taxes and fees on business
Foremost among these IS the Development Levy to which all prrvate indiVidual business owners
are subject ThiS levy IS 3% of annual sales revenue or 30% of a business' licensing fee,
whichever IS higher A 3% City Service Levy IS applied to the annual turnover of corporate
bodies Hotels must pay Tsh 8,000 (US $11 9) per year for two Inspections Businesses that
hire food handlers must pay Tsh 5,000 (US $74) per year for inspections All new businesses
must pay Tsh 10,000 (US $148) for inspection There are also duties Imposed on
manufactured products such as beer, soft drrnks, hard liquor, Wine, tiles, cement and aluminum
sheets Duties also eXist for several types of forest products including charcoal, firewood, logs,
poles, and timber The Dar es Salaam City CommisSion collects ground rent and property tax
on properties In ItS Jurrsdlctlon on behalf of the MInistry, the revenue IS split between the local
and national governments

AnalySIS

Issues

• Investors complain of several Instances of local authOrities attempting to Impose new leVies
on successful bUSinesses One Investor Cited a local authOrity's attempt to arbitrarily charge
an established bottling company a per bottle fee, another Investor spoke of a case where a
local authorrty trred to charge an agncultural enterpnse a fee based on the tonnage of ItS
production Some of these cases have reportedly ended up In the court system, which IS a

67



Chapter 3 - Reporting

time-consuming and, Investors believe, risky proposition This troubling phenomenon
underscores not only the wide gulf between many Tanzanian public officials and the
business community, but also POints to serious problems of local capacity and unclear laws
governing the right to tax The business community IS becoming increasingly aware that
Investment risk analysIs should extend to the powers of local authorities

• The City Commission complains that It lacks the resources to effectively regulate the private
sector At the same time, offiCials inSiSt that all traders should be licensed and mOnitored
Some Investors suggest that fulfilling the bureaucratic and reporting requirements of the
local and national licensing regimes discourage the formalization of Informal sector
enterprises, thereby constraining business growth and reducing the tax base Plans to
decentralize Dar es Salaam City Commission staff to the Ward level may help Improve the
ability of City offiCials to mOnitor the private sector, but It may also further stretch the
resources of an already capacity-poor organization

• According to Dar es Salaam City Commission offiCials, their licensing forms are difficult to
obtain because the number pnnted by the MInistry of Trade and Industnes IS insuffiCient
Commission offiCials also expressed concern that because the MInistry's licensing forms are
somewhat plain they can be eaSily counterfeited and sold to unsuspecting Citizens
However, given that the forms are free at present, It IS not clear why a trader would buy
them from someone In the street City authOrities propose creating their own licensing forms
With their own city seal on It and charging for them

• Like other Tanzanian government agencies, the local commiSSions apply a great number of
clasSifications to business, making for a complicated regulatory system

• An observation first noted In 1996 was echoed dUring the assessment research In 1998 "A
final constraint IS that all licenses expire Apnl 30th

, which means that delays can be
excessive at that time of year"

Recommendations

There are a number of recommendations that could Improve pnvate sector Interface With local
authontles

• In addition to being sensItized to the nghts and needs of the business community, the taxing
authOrity and limitations of local authOrities needs to be c1anfied If legal changes need to
be made to protect private Citizens from arbitrary taxation, the relevant Acts should be
amended Further, the TIC should Increase ItS commUnication With local authOrities to
resolve disputes The TIC should also adVise Investors about local offiCials' Involvement In
the Investment process and the potential complications that sometimes arise at that level
Finally, a dispute resolution mechanism should be established so that companies need not
sue and counter sue local governments In Tanzania's overtaxed and inefficient court
system

• The necessity of licensing certain types of business actiVity IS unclear Licensing should be
linked to a necessary regulatory function and not a barrier to formalization of businesses
Additionally, uSing licenses as a source of revenue generation should be aVOided, as It adds
to the cost and hassle of dOing business while representing an indirect and inefficient way to
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cover the cost of City services The local authontles should consider their resources and
examine what type and size of bUSiness they need to mOnitor to protect the public good

• More copies of the bUSiness licenSing forms should be pnnted and distributed to the local
commiSSions that need them AllOWing City offiCials to make their own forms and charge for
them IS not In the best Interest of standardizing the regulatory regime and making
Investment easy, and It IS recommended that the local authOrities find other ways to
generate revenue As a general principle, It IS not recommended that government agencies
use licenSing and regulation solely to generate revenue

• As With other Tanzanian public agencies, the Dar es Salaam City Commission should review
the purpose for claSSifying bUSinesses to the extent that It does A much Simpler licenSing
system should be developed

• As noted In 1996, "bUSiness licenses should be granted on a revolVing baSIS year-round to
reduce the delays now faced every March ThiS would not only reduce bUSiness delays, but
make the flow of work more rational for GoT employees"

3 6 Sectoral Llcensmg

Sectoral approvals are those that are necessary only for certain types of Investments It IS
difficult to generalize about the difficulties related to speCialized approvals Procedures, delays,
and levels of transparency vary Widely from agency to agency but In general, obtaining
speCialized licenses IS far more difficult than It needs to be Indeed, the bureaucratic constraints
encountered are largely the legacy of the control-Oriented economic regime that dominated
Tanzania for nearly three decades On the POSitive Side, It IS worth noting that some agencies
have already streamlined procedures The Central Transport LicenSing AuthOrity, for example,
has reduced the amount of time It takes to obtain a license from two weeks to two to three days
The steps reqUired for the various agencies are outlined below

Mmmg

MIning and petroleum exploration have been Identified as Important growth areas by the GoT
Minerai rights are vested In the state, however, the Mining Act recognizes ancestral rights to
some minerals Between 1990 and 1996, some 450 minerai rights licenses were granted, and
offiCials expect thiS number to nse sharply In the next few years Currently, the sector accounts
for approximately 5% Tanzania's GOP

Significant reVISions to the Tanzanian Mining Act of 1979 were approved by parliament In

October of 1997 As such, administrative procedures are In flux as the MInistry works to adapt
eXisting regulatory practices to fit the new act and reflect an Internal emphaSIS on Increasing
private partiCipation In the mining sector Some aspects of mining are also addressed by the
new Investment Act

Ministry offiCials cite several administrative changes since 1996 Whereas In the past, the
Minister had a great deal of discretion of granting licenses, now the system has been deSigned
to Increase transparency, lessen the discretionary nature of approvals, and decentralize
deCISion making Unlike In prevIous years, the fiscal terms are equal for all applicants while the
"stability" of the package remains negotiable Additionally, the Internal finanCial arrangements
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have changed such that the MInistry can keep a portion of Its license revenue to fund staff
training programs, computenzatlon, and the purchase of cars and GPS equipment used In

Inspections

Ministry officials also state that their personnel have become more efficient In processing
applications, noting that the backlog of unprocessed applications noted In the 1996 Tanzania
Investor Roadmap has disappeared except for some small-scale licenses In rural areas The
Ministry reports that currently It responds to most applications Within two months, With one
month being an average length of time Unlike In prevIous years, applications are processed on
a first come, first served basIs thereby alleViating questions about why some applicants get
rights to certain concessions and others do not Additionally, the Ministry suggests that It has
largely eliminated the problem of overlapping claims to a mining area Other changes Include
the creation of a Retention License and allOWing small-scale miners to transfer their claims to
large-scale concerns

Some general rules Will remam from the old mining scheme The licenSing system IS stili
organized Into two different tiers based on the scale of mining operations Small-scale mining
operations are deSigned for IndiVidual prospectors and small indigenous companies and large
scale mining IS reserved for bigger claims and foreign-owned companies

Types of Mining Licenses There are three classifications of mining nghts In Tanzania - Class A,
8, and D

Class A Class A permits Include a Prospecting Permit and a Retention Permit Class A
permits are available for anyone, but often Issued to large-scale mining concerns The
Prospecting Permit IS good for three years and twice renewable for two years each time Each
time thiS permit IS renewed, the prospector must relinquish 50% of the area In hiS or her claim
The Retention Permit IS valid for five years and renewable once for five years

To receive a Class A permit, an applicant must have an environmental Impact assessment
produced and submit a management plan The EIA IS reviewed by the National EnVironmental
Management Council, which Will adVise the MInistry of ItS findings Ministry offiCials state that
the amount to time Involved In prodUCing and reviewing an EIA vanes, but estimate that It
usually takes three to SIX months

Class A fees are tied to the number of square kilometers assigned An additional fee IS charged
for preparation of a permit

Class B Class 8 permits Include SpeCial MIning, Mining, and Gemstone Mining Licenses
SpeCial MIning licenses are deSigned for large-scale mining operations that have completed
prospecting and require speCial assurances related to the stability of their financial package
These licenses are valid for 25 years and renewable over and over again Mining Licenses and
Gemstone Mining Licenses, the latter of which must represent at least 25% Tanzanian
ownerShip, are valid for 10 years and can be renewed repeatedly

Class 0 Class D permits are deSignated for artlsanal miners, Tanzanians, and companies
owned by Tanzanians
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Currently, the fees for the licenses are being revised but officials state that they will be similar to
the eXisting fees

Application Process Unlike In prevIous years, when the Minister personally approved mining
licenses, the current procedure for obtaining a license Involves submitting an application to the
newly created seven member Minerai AdvIsory Board This Board IS comprised of two
members appointed by the MInister of Energy and Mmerals, one member appointed by the
MInister of the Environment, one by the MInister of Lands, one by the Attorney General, one by
the Minister of Finance, and a chair appointed by the PreSident The Board meets three times
per year "or as necessary "

Acquiring a large-scale mining license Involves a three-step process As noted earlier, the
MInistry IS working on changing ItS administration of mining rights applications Presently,
submiSSions Include

• letter of application Including the full name of the would-be miner, nationality, and address,
• sketch plan or map of the area of Interest,
• name of the mlneral(s) sought,
• statement of financial and technical resources (Note The MInistry no longer reqUIres

applicants to submit a detailed bUSiness plan and bUdget), and
• work program

The first step IS to obtain a Reconnaissance License, It IS necessary to apply by letter to the
Minister There are no restrictions on the size of the area to be surveyed An aerial survey IS
then conducted The application IS then forwarded to the Geological Survey In Dodoma to
determine If there are pre-existing licenses In the area There IS a rental fee of US$ 20 per
square kilometer The approval process has been reduced from SIX to eight months to three
months Reconnaissance Licenses are valid for one year and are renewable up to a maximum
of two additional years

To obtain a large-scale Prospecting License, the prospective miner writes a letter to the
Minister The Investor should already have filed forms With the Registrar of Companies before
applying for thiS license The mining area IS restricted to a maximum of 150 square kilometers
The applicant submits informatIon such as work program, planned expenditures, proposals for
employment and training of Tanzanian Citizens, and a map of the area When transferring from
a Reconnaissance License status to a Prospecting License status, the licensee must relinqUish
one-half of the area reserved under the Reconnaissance License There IS a US$ 200
preparation fee and a rental fee of US$ 20 per square kilometer per year Prospecting licenses
are valid for two to three years They may be renewed twice (for two years each time) and It 15

pOSSible to obtain multiple prospecting licenses Prospecting Licenses can be transferred With
the approval of the MInister

A Prospecting license permits a mining Investor to Import equipment duty free The Investor
needs to apply to the Treasury Department of the MInistry of Finance for Import duty
exemptions An Investor must now submit a list of equipment for which duty exemptions are
being requested The MInistry then submits a recommendation to Treasury It can take up to
three months for Treasury to approve the exemption
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After the Prospecting License, the next step IS to obtain a Mining License An Investor must
submit a letter and a feasibility study to the MInister that will determine whether the land IS to be
mined or relinqUIshed The area to be mined under a MIning license should be smaller than
that for a Prospecting License, however, there IS no deSignated limit The duration of the
license IS 25 years Licenses can be sold but the government must be Informed of the
transaction and the Minister must approve any sale

For small-scale mining operations, Prospecting Rights are granted for a penod of SIX months If
the prospecting IS successful, the claim can be registered There IS no preparation fee for
registering a claim and It IS valid for one year, however, there are efforts underway to extend the
length to three years Presently, there are about 5,000 registered claims In the country To
apply for a small-scale Prospecting Right, a form IS filled out A topographic map of the
proposed prospectIng area should be attached There IS a preparation fee of Tsh 10,000 (US
$148) and the delay IS typically three months Annual rent for the prospecting area ranges from
Tsh 20,000 (US $296) - 40,000 (US $593) depending on the type of minerai being sought
Prospecting for small-scale miners IS restncted to an area of 1,600 feet by 1,000 feet Only
Tanzanians are eligible for these Prospecting Rights and they are granted by the ASSistant
CommiSSioner for Mines In Dodoma Smaller companies do not have to apply for a
Reconnaissance license

There are eight zonal offices of the MInistry of Energy and Minerals throughout Tanzania, but all
applications must be submitted In Dar es Salaam

Transferring a Small-Scale Claim Under the new system, small-scale claims can be acqUired
by larger and foreign-owned mining concerns The MInistry sought to allow Class D and B
licenses can be transferred to Class A licenses so that Significant finds to be developed by
major companies with greater capacity than local, small-scale miners The process for
transferring such a claim requires that the small-scale claimant file a request with the Minerai
AdvIsory Committee, which Will render a deCISion and advise the MInister of Energy and
Minerals Then, the small- and large-scale mining concerns must negotiate and establish a JOint
venture Previously, the Minister had to personally approve all such transactions on an ad hoc
baSIS

Operational ReqUirements The rates for royalty payments are as follows

• Uncut diamonds 5% of FOB value,
• Gold and Gemstones 3% of FOB value,
• Silver, Platinum, Base Metals 3% of FOB value,
• Coal, Salt, BUilding Matenals 2% of FOB value,
• Cut/Polished Gemstones and Diamonds 1%

For large producers, diamonds must be sorted In London, where the Minerals DIVISion has an
office In an effort to encourage processing, the royalty fee for cut/polished dIamonds has been
lowered After gold and Silver IS refined overseas, the results are sent to the CommiSSioner of
Mines In Tanzania who IS advIsed of the amount of gold or Silver per consignment Royalty
payments are made after every consignment or on a quarterly baSIS

For small producers, the burden of obtaining export permits has shifted from the producer to the
dealer The dealer must VISit the Minerals CommiSSion to apply for an export permit The

72



Chapter 3 - Reporting

processing delay IS 30 minutes to one hour and the royalty IS paid after processing IS
completed

AnalysIs

The new Mining Act and policy direction formulated by the Ministry of Energy and Minerals
bodes well for Increasing private participation In Tanzama's mlmng and petroleum Industry
Mlmstry officials have acknowledged several of the problems Identified In the 1996 Investor
Roadmap, including a lack of transparency In the system of granting minerai rights, the backlog
of applications, and duration of some licenses, and have stated their intention to address them
Given that the Ministry's new procedures are stili being developed, this analysIs can not
meamngfully comment on the Implementation of the new regulatory regime In the mlmng sector

TOUrism

The GoTs efforts to promote Investment In tourism In recent years have met with some
success Due In part to ItS many years of underdevelopment, new Investments In the sector
represent a growth rate of approxImately 8% per annum In recent years and tourism has
recently overtaken coffee as the largest foreign currency earner In TanzanIa Since 1992, the
number of tOUrists coming to Tanzama has Increased by 12% to 14% annually, With the latest
figures suggesting that almost 650,000 VISitors came to the country In 1997 ZanZibar and
Tanzania's "Northern Safari CirCUit," which Includes the Ngorongoro Crater, the Serengetl
Plains, and Lake Manyara, are faIrly developed while other regions of the country are
underdeveloped

TOUrism licenSing In Tanzama IS regulated by two major laws the Hotels Act of 1963 and the
TOUrist Agency LicenSing Act of 1969 There has been Virtually no change In Tanzama's

_ regulation of tourism since the first Tanzama Investor Roadmap was completed In 1996

The National Hotels Board has not been active for several years and, as a result, the
Directorate of TOUrism has been handling hotel licenSing Thus, the deSCription below outlines
the actual regulatory Situation rather than the process as It eXists on paper The Directorate
handles travel, tour operator, and hotel licenSing The DIVISion of Wildlife Within the Mlmstry of
Tourrsm handles hunting licenses

Hotel LicenSing A prospective hotel developer must proVide techmcal deSigns of the proposed
project to the Directorate There IS a form to be filled out which IS available at no cost
Attached to the form should be company registration forms, name of the developer and
Citizenship, and company Memorandum and Articles of ASSOCiation A developer must then
finance an environmental Impact assessment which must be reViewed by both the National
EnVironmental Management CounCil and the Directorate of the EnVironment Directorate
offiCials state that It takes one or two weeks to receive hotel license approval from the
Directorate of Tourrsm Once approval IS given, construction can begin

Once hotel operators receive approval to begin construction, they must obtain the follOWing
licenses restaurant, hotel and liquor licenses, common lodging house license, lodging
housekeeping license, entertainment license, and teleVISion and radiO license
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Prior to a hotel's openIng, an additional form regarding a hotel's proposed room capacity needs
to be filled out As In 1996, the Directorate of Tourism IS In the process of developing
procedures for licenSing hotel managers There IS no fee arrangement for these procedures

According to Directorate offiCials, hotels are Inspected routinely

The tax regime with respect to hotels IS higher than for other types of bUSinesses In Tanzania
There IS a 20% hotel levy that IS applied to all room and board expenses and tOUrist enterprises
pay 5% more In corporate taxes than any other type of bUSiness In TanzanIa In addition,
tourism IS assessed VAT tax and Withholding taxes, plus fees for a bar license, restaurant
license, common lodging house license, lodging housekeeping license, entertainment license,
televIsion and radio license Altogether, there are more than twenty taxes that hotels must pay
or collect from customers

Travel Agent LicenSing Only TanzanIan nationals are permitted to operate travel agencies A
prospective travel agent must fill out a form and pay a fee of Tsh 5,000 (US $74) The agency
must have at least two employees With diplomas approved by the International ASSOCiation of
Travel Agents (lATA) and the office facIlities must be sanctioned In addition, the prospective
travel agent must have a letter from an airline indicating that It IS an approved travel agency
Licenses are valid for one year from January 1 to December 31 The TOUrism Agency licenSing
AuthOrity meets four times a year to approve new licenses and renewals, thus, the delay can be
up to three months There IS a licenSing fee of US $2,000 per year

Tour Operator LicenSing There are separate licenSing procedures for local and foreign tour
operators Local tour operators must own five new four-wheel drive vehicles and have
comprehenSive Insurance coverage There IS a form to be filled out and a vehicle Inspection
report and proof of a tour operator's incorporation must be attached Forms should be
submitted to the Directorate of TOUrism

Foreign tour operators must own a minImum of ten new vehicles valued In total at US $300,000
All vehicles must be registered under the company's name The other requirements and
procedures are the same as for local tour operators

LicenSing Fee Structure for Travel Agents and Tour Operators The licenSing fees for travel
agents and tour operators are organIzed Into four classes Class A, Class B, Class C and Class
D Class A license fees are applied to tour operators, travel agencies, hunting safariS,
mountain climbing, air charters, marine actiVities, lodges and tented camps, and rental cars
When the applicant IS a TanzanIan and the company IS Incorporated m TanzanIa, or If It IS a JOint
venture With majority TanzanIan partiCipation, the fee IS US $2,000 or the TanzanIan shilling
eqUivalent If ownership IS more than 50% foreign, the fee IS US $5,000 or the TanzanIan
shilling eqUivalent

Class B licenSing fees are applied to profeSSional hunters and tour gUides When the applicant
IS TanzanIan or the company IS a jomt venture With majority TanzanIan partiCipation, the fee IS
US $200 or the Tanzanian Shilling eqUivalent In all other cases, the fee IS US $1,000 or the
TanzanIan shilling eqUivalent

Class C licenSing fees are applied to tOUrist hotels, exclUSive clubs, and "unclaSSified" hotels
The fees are US $1,000, US $2,500 and US $200 respectively
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Class D licensing fees apply to cuno shops The fee IS US $200

Hunting Licenses The applicant must fill out a form and the appllcatron fee IS Tsh 5,000 (US
$74) The vehicle requirements depend on whether the applicant IS local or foreign A
separate application procedure IS reqUired to obtain a hunting block or concession This
procedure IS conducted through the Wildlife DIvIsion of the MInistry of Natural Resources A
letter from the Wildlife DIvIsion attesting to the possession of a hunting concession IS necessary
and must be attached to the application The Directorate of Tounsm submits the application to
the Tounsm Board for approval Assuming that the Information IS complete, the processing time
IS three months Fees for Tanzanian applicants are US $2,000 and US $5,000 for foreign
applicants

The fee for a hunting block IS US $7,500, most hunting operators use five blocks Hunting
operators are also reqUired to participate In community-bUilding projects In their particular
hunting areas These activities are financed by a 10% levy which hunting operators charge on
their clients' game fees For a 21-day safan, these fees are approximately US $10,000 per
client Clients must also pay US $100 per firearm, a trophy shipment fee of US $300, a hunting
license of US $600, and a US $100 per day conservation fee Huntrng operators are reqUired
to oversee anti-poaching activities In their particular hunting areas

Operational Requirements Monthly and dally reporting forms are reqUired for hotels Travel
agents need to submit statements Indlcatrng monthly revenues (In U S dollars or Tanzanian
Shillings) as well as the number of clients Tour operators must submit monthly revenue reports
to the Directorate and a US $2,000 annual licensing fee

Hunting operators pay an annual fee of Tsh 15,000 (US $22 2) for a trophy dealers license

AnalysIs

Issues

Little has changed In the way tounsm IS regulated, and several of the 1996 concerns and
recommendations stili resonate In 1995 and 1996 there were fewer than ten hotel projects
begun each year In Tanzania, although 80 to 100 projects are approved each year Currently,
Directorate offiCials estrmate that within the past 12 months there were 20 to 30 projects
approved with 4 or 5 reaching fruition According to these estimates, while the ratio of approved
to actual projects seems to have nsen from around 10% to 18%, the total number of project
approvals and completions has fallen significantly ThiS decrease In Interest In Tanzanian
tounsm and the low realization rate suggest that the Industry stili faces significant constraints

In 1996, pnvate sector sources reported that receiving a license for a hotel takes about three
weeks No change In thiS length of time was reported In 1998 Other observations follow
below

• It IS contradictory for the GoT to promote Investment In tounsm while simultaneously
charging the Industry 5% more In corporate tax than all other bUSinesses Because thiS tax
regime for hotels IS high and contnbutes to expensive room rates, Tanzania IS less pnce
competitive compared to Kenya and several countnes In Southern Afnca The TRA's tax
poliCies also Include not ISSUing tax refunds, assuming that all bUSinesses are profitable
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Immediately, and never allowing a business to report less profit than reported In prevIous
year Large-scale tourism projects, which tend to have high start-up costs, face a lengthy
and complicated land acquIsition process, and need a long operating period before reaching
a level of post-debt profitability, are particularly susceptible to the discouraging tax poliCies
of the TRA

• The purpose for all of the licenses required of hotel operators IS unclear While some
licenses are common and serve a clear regulatory purpose, Including the hotel and liquor
licenses, the common lodging house license, lodging housekeepmg license, and teleVISion
and radiO license do not seem necessary to properly regulate a hotel's operation

• The tOUrist visa requirement and Its high cost relative to some neighbOring states also hinder
government plans to develop tourism

• Tanzania's two-tiered fee structure for tourism licensing diSCriminates against non
Tanzanians and suggests that the Directorate's fees may not be calculated to reflect the
cost of regulating the Industry

• As observed In 1996, "the gUidelines for travel agents and tour operators are overly
restrictive Indeed, the need for at least two travel agents In a travel company to have IATA
approved diplomas IS unclear"

• In addition, the need for tour operators to own a certain number of new, four-wheel drive
vehicles as a precondition of licenSing IS overly restrictive and assumes that the GoT knows
more about what IS reqUired to run a tourism bUSiness than the Investor The requirement
that foreign Investors In tourism need to purchase US $300,000 In automobiles alone
discourages small- to medium-scale Investment In the sector As well, thiS reqUirement ties
up a Significant amount of capital for large-scale Investors One bUSinessman alleged that
these requirements are the result of an IlliCit kickback scheme, In any case, the purpose of
thiS requirement IS unclear

• A conclUSion reached In 1996 remains valid "The proposed licenSing of hotel managers IS

unnecessary and would Simply add to delays In the overall hotel licenSing process Hotel
owners are unlikely to hire unqualified managers who Will risk their capital, and It IS doubtful
that the MInistry's licenSing criteria would help an Investor screen out an unqualified
manager"

• The National Hotel Board does not yet function effectively, ItS resumption Will likely slow
approvals and add another layer of bureaucracy

• Because of the registration efforts of the TIC and the Tanzanian Registrar of Companies, It
IS unclear why the Directorate of TOUrism should reqUire Investors to submit their company
Memorandum and Articles of ASSOCiation

Recommendations

• Several Investors suggested that the GoT lower the corporate tax on tourism to 30% As
well, the GoT should conSider tax Incentives to Increase Investment In the Industry as well
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as lure tOUrists Given that many large-scale tourism ventures will need to negotiate the
lengthy and complicated land acquIsition process, tourism projects should be given
additional Incentives and be exempt from paYing corporate tax Immediately when declaring
a loss for the Initial years of operation Other countries have used VAT rebate schemes and
other fiscal Incentives to lure tOUrists Because tourism contributes to a large amount of
spillover spending In a country, an Increase In tOUrist vISitations IS likely to filter Significant
revenue throughout the economy

• The Directorate should review ItS hotel licenses With an eye toward Simplifying Its regulatory
regime SpeCifically, the Directorate should conSider abolishing ItS common lodging house
license, lodging housekeeping license, and teleVISion and radio license

• The tOUrist visa requirement should be abolished since It adds an additional obstacle for
foreign tOUrists who Wish to VISit Tanzania At the very least, the visa fee should be lowered
to compete With other tOUrist destinations In Southern Africa

• Tanzania's two-tiered fee structure for tourism licenSing should be adjusted to reflect the
real cost of regulating the sector Further, to encourage an Inflow of needed capital and
Investment, the GoT should cease Imposing higher fees on foreign Investors

• As suggested In the Original Tanzania Investor Roadmap, "It IS recommended that the
approval process for tour operators and travel agents be terminated At minimUm, the
requirements for tour operators and travel agents should be revised and Simplified Indeed,
the government should conSider reviewing and pOSSibly terminating the requirement for
lATA-approved diplomas for travel agents"

• In addition, the CUriOUS reqUirement that licensed tour operators purchase five or ten four
wheel drive vehicles should be abolished

• The proposed licenSing of hotel managers should be abolished as an unnecessary burden
on the private sector

• As noted In 1996, "the tourism licenSing approval process should be restructured to enable
the Directorate of TOUrism - Instead of the TOUrism Board - to become the last approval
reqUired" Given the eXistence of other regulatory bodies, the purpose of the TOUrism Board
IS unclear

• Because the TIC and Registrar of Companies already do so, the Directorate should stop
requIring Investors to submit their company Memorandum and Articles of ASSOCiation

Flshmg

The Flshenes DIVISion of the MInistry of Tounsm, Natural Resources and EnVironment has
made some modest changes In ItS administration of fishing resources In Tanzania First, In
reaction to complaints from commerCial fishing concerns, the DIVISion has changed Its licenSing
fee from US $80 per gross registered ton (GRT) of the vessel to an annual flat fee of US
$16,000 Second, In accordance With the GoT's on-going effort to eliminate the regional level of
government, Dlstnct level authOrities now Issue small-scale fishing licenses
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The fishing Industry In Tanzama IS governed by the Fisheries Act of 1970 Fishing represents a
slgmficant source of revenue for the Tanzaman economy According to fisheries officials,
fishing accounts for approximately 10% of Tanzama's GDP and In 1997 the catch from Lake
Victoria alone earned Tsh 28 billion (US $4 1 million) In exports Officials In the Fisheries
DIvIsion note that exports are increasing from year to year

Under the terms of the International Convention of the Law of the Sea, Tanzama has a twelve
mile terntorlal water boundary along Its 800 km coastline as well as a 200-mlle ExclUSive
Economic lone (EEl) Due to overexploltatlon of fisheries resources, fishing within the 12-mlle
terntorlaI limit IS restricted to Tanzamans Foreign Investment In fishing IS restricted to the
ExclUSive Economic lone With regard to Inland fisheries, Tanzama owns 50% of Lake VictOria,
45% of Lake TanganYika, 20% of Lake Nyasa, and several smaller lakes and rivers Only
Tanzaman fishermen and vessels are permitted to operate along these waterways, however,
foreign Investors are permitted to operate Inland fish processing plants and aquaculture
projects Foreign Investors may hire Tanzaman vessels to engage In Inland fishing All fishing
vessels must be registered and licensed In addition, licensing IS reqUired for activity In the
ExclUSive Economic lone, shore-based fish processing, artlsanal freshwater fishing, and
aquaculture There are Regional and District Fisheries offices throughout the country

Currently, due to concerns about over-fishing the GoT IS "not encouraging" the growth of
commercial fishing In ItS waters Sixteen large-scale commercial fishing boats are now licensed
to ply Tanzama's EEl and offiCials state that they would be unlikely to license more than 20
commercial ships In total There are some 20,000 small scale fishing boats nationwide

Fishing Licenses Within the EEl, fishing licenses are granted on an annual basIs A
prospective Investor must fill out a form and submit It to the Fisheries DIVISion There IS no fee
for the form There IS no specific tlmeframe In which applicants are notified of the DIVISion's
deCISion After being approved, the Investor signs a fisheries agreement With the Fisheries
DIVISion and pays the licensing fee

For coastal and Inland artlsanal fishing, an Investor must submit an application form to the
District Fisheries Office There IS no fee for the form An application for a fishing license must
first be approved by a local authOrity, If applicable Subsequently, recommendations are made
by both the District Fisheries Officer and the Fisheries Officer, some districts have a licenSing
committee that deCides on granting fishing rights Finally, the Director of Fisheries must
approve the license It reportedly takes one to three days for the Director of Fisheries to Issue a
license once all the other signatures have been obtained The licenSing fee IS approximately
Tsh 3,000 (US $44) Licenses are renewed on an annual baSIS

Except for prawn trawling licenses, which are only Issued at the beglnmng of March, fishing
licenses are now Issued year round DUring December and January, the Research Department
of the Fisheries DIVISion conducts a stock assessment of Inland and coastal waters primarily to
assess the capacity for prawn fishing Based on thiS analySIS, the Fisheries DIVISion determines
the number of vessels and fishermen to be registered and licensed Applications for new
licenses and renewals need to be submitted between the beginning of December and the end of
February Although licenses for artlsanal fishermen can be Issued In one day, delays of as long
as three months have been reported Moreover, If the Research Department deCides to restrict
the number of licenses Issued In a given fishing season, delays can last up to one year
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Fish Processing licenses For shore-based fish processing licenses, a prospective Investor
must submit a letter of Intent and a feasibility study to the TIC The TIC then Issues a Certificate
of Approval In two to four months after consultation with the Fisheries DIvIsion Since the
majority of Tanzama's fish IS exported to Europe, a European Community (EC) team VISitS the
processing facIlity to determine If It meets the stringent requIrements for exporting to EC
countnes The Tanzania Bureau of Standards and the Factones Inspectorate also conduct
Inspections of processing facIlities

Currently, there are mne fish processing plants on Lake VIctoria and four on the Tanzanian
coast Since 1996, four additional processors have begun to be constructed

Registration and Licensing of Vessels All fishing vessels In Tanzama must be both registered
and licensed To acqUire a fishing license, an Investor submits an "Application for Registration
of a Fishing Vessel" to the Fisheries DIvISion A Fisheries Officer Inspects the vessel to
determine seaworthiness prior to the Issuance of a license If a vessel Intends to process fish
on-board there are more ngorous InspectIons akin to those reqUired of land-based fish
processors It takes one day to register a vessel and It IS a one-time registration only

Once the vessel IS registered, an Investor submits an "Application for Fishing Vessel license" to
the Fisheries DIVISion If the vessel IS less than eleven meters In length, the District Fisheries
Office Issues the license If the vessel exceeds eleven meters In length, the Regional Fisheries
Office Issues the license Licenses are valid for five years for Tanzaman Citizens only, however,
there IS an annual signature reqUirement from a licenSing authOrity Within the Fisheries DIVISion

The registration fees vary according to the nationality of the ownership of the fishing operation
and the level of Investment With respect to shore-based fish processing faCIlities The fees are
reViewed annually to assess competitiveness and to keep up With Inflation For Tanzaman
owned prawn trawlers between 20 and 150 GRT With approved shore-based processing
faCIlities, the registration fee IS US $56 80 If the same company does not have approved
processing faCIlities, the fee IS US $84 For foreign-owned prawn trawlers of the same Size, the
fees are US $20,000 and US $40,000 respectively For Tanzaman-owned fin fishing vessels,
the registration fee IS US $200 If they have approved shore processing faCIlities and US$ 250 If
they do not For foreign-owned fin fishing vessels, the fees are US $4,000 and US $18,000
respectively

Aquaculture Permit Aquaculture IS an underdeveloped Industry In Tanzama and foreIgn
Investment IS encouraged In thiS sector To Invest, an application must be submitted to the TIC
for "intensive" projects IntenSity IS measured by the production volume, denSity, and size of a
project, the DIVISion also uses "semi-intense" and "ordinary" as classifications Once the TIC
Issues the Certificate of Registration, the Investor must apply to the Mlmstry of Lands In order to
obtain a lease for the land on which the aquaculture project will be established The Fisheries
DIVISion then provides a letter of Introduction to the District Flshenes Office for the area In which
the project IS being planned The aquaculture permit IS Issued shortly thereafter Since the
aquaculture Industry IS fairly young and the level of Investment small, the Fisheries DIVISion
could not prOVide comprehenSive data on the tlmeframe for the registration and start-up
process Aquaculture products are not subject to export taxes If exported

Operational ReqUIrements In order to export fisheries products, a prospective exporter must
submit the "Application for an Export License for Fish and Fish Products" to a Dlstnct Office of
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the Fisheries DIVISion The approval of a District Committee IS the first step In the process
Once approved by the District Committee, the license application must be approved by a District
Fisheries Officer Finally, the Director of Fisheries approves the application Fish processing
facIlities must be Inspected by the Fisheries DIvIsion and, In the case of exports to the European
Community, EC monitors In addition, each consignment to be exported must be Inspected by
the Fisheries DIvIsion and accompanied by a Certificate of Health Foreigners pay a
consignment-based export licensing fee of US $504 per year and Tanzanian exporters pay a
licenSing fee of US $31-32 per shipment It takes approximately one week to obtain an export
license, although the Fisheries DIvIsion notes that delays occur at times when information IS
sent from the District Offices

AnalysIs

Issues

Given the over exploitation of Tanzania's fisheries resources In both Its Inland and coastal
waters, recent government efforts to discourage Investment In the sector are understandable
The Fisheries DIvIsion has made modest strides to Simplify ItS licenSing regime, but the
mUltipliCity of registration and licenSing fees remains somewhat ambiguous and diSCriminatory
to foreign Investors Some of the Issues raised In 1996 remain un-addressed, as noted below

• The Fisheries Act, No 6, of 1970 states that fishing boats be both registered and licensed,
and DIvIsion officials suggest that this dual regUlation helps In record keeping Nonetheless,
the requirement for both fishing vessel registration and licenSing represents a duplication of
effort and oversight, and there IS no reason why the two procedures cannot be merged Into
a Single licenSing activity

• The government's policy for licenSing fishing enterprises relies on the assumption that only
foreign-owned bUSinesses can afford the fees charged Further, only the coastal regions
are open to foreign Investment While banning outside competition In fishing may, be
default, encourage local fishing activity, by diSCriminating against foreign Investors the GoT's
policy runs the risk of keeping the Tanzaman fishing Industry a small-scale, ineffiCient
Industry

Recommendations

• The licenSing and inspection regime can be further Simplified It IS recommended that the
government require one-time registration for fishing vessels as additional fishing vessel
licenSing requirements are unnecessarily burdensome Vessel registration and licenSing
should be merged

• The Fisheries DIvIsion should examine the Impact of the broad gap between local and
foreign fishing fees on Investment In the Industry Depending on the long-term priorities of
the GoT regarding developing and managing ItS fisheries resources, the two tiered system
may be Impeding the growth of the Industry Further, If the GoT wants to encourage the
local fishing Industry, It should Identify posItive incentives for Tanzanians that Will help the
local Industry grow and become more efficient Instead of closing ItS market to foreign
Investment Encouraging jOint ventures, as IS done In mining, may help the local fishing
Industry become internationally competitive

80



Chapter 3 - Reporting

Timber

Forestry management IS governed by the Forestry Ordmance of 1957 and the Forestry DIvIsion
manages utilization of forest resources In Tanzama Pursuant to Tanzanra's land polley, all land
and the trees that grow on It are the property of the government The Forestry DIvIsion IS
required to replant trees since all trees are owned by the GoT The export of logs IS prohibited
except for two species - Swartlzla Madagascarencls and Tectona Grandls The export of
processed wood, with the exception of charcoal, IS encouraged, moreover, there IS no licenSing
requirement for wood processing actIVIties There IS considerable formal under-utilization of
forestry resources m Tanzanra, but Forestry DIVISion staff suggests that there IS extensive Illegal
cutting

There are regional offices of the Forestry DIVISion throughout the country

Application Process The application process to obtain a "License to Fell, Collect and Remove
Forest Produce" begins by wntlng a letter to the nearest Forestry DIVIsion office The
prospective Investor should attach a copy of a bUSiness license to the letter

The Forestry DIVIsion determines who has title to the land on which the mvestor proposes to
operate and a Certificate of Occupancy constitutes proof of such title If the land has already
been surveyed, It takes only a few days to process the application If the land has not been
surveyed, the process takes longer

There IS no limit In terms of maximum acreage or maximum number of trees when applying for a
license to fell trees The duration of a license to fell vanes from one month to one year Most
licenses are Issued for two to three months ProvISions eXist to grant forestry concession
licenses for two to three years, however, In practice, these are not Issued

When applying for a license to fell trees, a royalty must be paid to the government The general
procedure IS to pay all royalties In one Installment In order to aVOid delays However, payment
can be made In two Installments If an advance payment IS made, the second mstallment IS
paid once the land IS cleared Payment amounts are at the discretion of the licenSing officer
and they can be as high as Tsh 100,000 (US $1482) The payment of thiS fee IS a prerequIsite
to obtalnmg a license

Operational ReqUirements A "Permit for Export of Graded Timber" IS reqUired for each exported
timber consignment Fees for an export permit vary on the baSIS of wood type and ItS value
The delay In obtamlng a permit IS reportedly only a few minutes once the application IS
submitted to the Forestry DIVIsion

Royalties for withes (poles under five centimeters In diameter at butt end) are Tsh 150 (US $ 2)
per load of 30 withes Licenses for firewood are Issued by quantity or time quantity licenses
are Tsh 1,000 (US $1 5) per stacked cubiC meter Time licenses (to enter the forest and
remove 28 kgs of dead fallen wood dally) are Tsh 600 (US $ 8) for a calendar month or part
thereof Fees for charcoal are Tsh 300 (US $ 4) per 28 kg bag

Royalties on non-plantation forest products (when the produce IS cut and removed by the
licensee) are as follows
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Classes Set Out In Second Schedule
(Classes of Tree Species)

Class IA
Class IB
Class IIA
Class liB
Class III
Class IV
Class V

Fees Per Cubic Meter
(True Measure Overbark)

Tsh 50,000 (US $741)
Tsh 20,000 (US $29 6)
Tsh 15,000 (US $22 2)
Tsh 10,000 (US $148)
Tsh 8,000 (US $11 9)
Tsh 5,000 (US $74)
Tsh 3,000 (US $444)

Royalties on plantation forest products (where the produce IS felled and removed by the
licensee) are as follows

Juniperus Procera
Softwoods
Hardwoods Clearfeillngs

Tsh 8,000 (US $11 9) per cubic meter
Tsh 1,500 - 4,000 (US $2 22 - $5 9) per cubic meter
Tsh 2,000 - 25,000 (US $3 0- $37 0) per cubic meter

Fees to establish and operate a sawmill or any other commercial business In forest plantations
and forest reserves are as follows

Capacity to 5,000 cubic meters per year
Above 10,000 cubic meters per year

Tsh 100,000 (US $148 2) per sawmill Unit
Tsh 200,000 (US $296 3) per sawmill Unit

The certification fees for grading timber for export are Tsh 20,000 (US $29 6) per consignment
The Forest Products Export Certificate fee IS also Tsh 20,000 per consignment

SubmiSSion of an application to the Forestry DIvIsion IS also required to move timber from one
region to another There IS no application fee and It takes only a few mmutes to obtain approval
for a "Permit to Move Timber"

AnalysIs

Issues

The analysIs of forestry administration IS Virtually the same as was developed In 1996

• As noted two years ago, "The Forestry Department Issues ItS 'License to Fell Trees' for only
one to three months while most countnes proVide such concessions for periods of two to
three years There are provISions In Tanzanian forestry law which permit concessions for
more extended periods but In practice they have not been Issued" The short-term
concessions are likely to discourage large Investments and eliminate the incentive for
private compames to make major, sustainable Investments In the forestry sector In 1996 It
was observed that "thiS Situation creates a highly bureaucratic environment for Investors
which compels them to make numerous 'unoffiCial' payments to various authontles" In
addition, Illegal cutting In Tanzama IS attnbutable to thiS bureaucratic environment and poor
stewardship of the country's forester resources
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• As quoted from the 1996 Roadmap, "since all trees are owned by the government, there IS
no Incentive for the private sector to undertake tree replanting which hinders the long-term
sustainabillty of the Industry "

• The royalty and licensing fee structures are relatively complex compared to such countries
as Uganda, where there are only three classes of wood for which royalty payments are
reqUired

Recommendations

• It IS recommended that the Forestry Department grant concessions for a minimum of two to
three years and encourage Investment sustainable forestry

• As recommended In 1996, "In order to manage ItS limited finanCial and technical resources,
the GoT should conSider privatizing some forest resources and ending the current
nationalization policy for all trees ThiS Will encourage the private sector to become more
actively Involved In tree planting"

• Finally, the MInistry should streamline the royalty and licensing fee structures Tanzania's
seven classes of royalty fees should be condensed Into two or three

Industrial LicenSing

Industry, which In Tanzania Includes the production of cement, soft drinks, corrugated Iron
sheeting, processed foods, leather goods, chemicals, and textiles, accounts for approximately
8% ofGDP

Industrial licenSing In Tanzania IS governed by the National Industries Act of 1967, as amended
In 1982 Since 1996, there have been a few changes In the way the Industrial LicenSing Board
(ILB) administers ItS licenses

Currently, all manufactUring firms whose Investment levels exceed Tsh 100 million (US
$148,1480) must register With the Industrial LicenSing Board ThiS threshold was raised from
Tsh 10 million (US $14,8148) In 1996 For Investments below Tsh 100 million but With a
minimum of 100 employees (formerly 10 employees), Investors must apply for a Certificate of
Registration The Industrial License costs US $500 (or ItS eqUivalent In Tanzanian shillings,
approximately Tsh 337,500) and a Certificate of Registration costs US $400 (or ItS eqUivalent In
Tanzanian shillings, approximately Tsh 270,000)

Application Process Presently, an Investor must submit an "Application for Industrial
license/Certificate of Registration" and a project deSCription to the ILB A working committee
Will review the application and "when necessary" refer It to the Industrial LicenSing Board Some
projects do not need the Board to ratify them Board members Include such organizations as
the National EnVironment Management CounCil, PreSident's Planning CommiSSion, Small
Industrial Projects Organization, and the ZanZibar government There IS no application fee As
part of the application review process, the ILB examines raw material availability for the
manufactUring operation, utilities, environmental Impact, and the economic feaSibility of the
project The ILB meets on a quarterly baSIS and It reviews an average of more than 50
applications per year Very few projects are rejected According to ILB offiCials, once the Board
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has met a license IS usually Issued within two weeks, although officials hasten to note that sub
committees meet regularly to qUickly approve applications ILB officials state that obtaining a
Certificate of Registration takes one day If the application IS In order The ILB currently requires
a one-time registration only

ILB officials state that the organization IS planmng to change Its decIsion making structure from
the current board system to a secretariat

AnalysIs

Issues

• While the ILB IS a relatively efficient entity, the purpose of ItS lIcense IS unclear Given that
the ILB only handles one type of license and some of Its functions overlap with such
agencies as the NEMC, ITS, TIC Depending on the type of manufacturing, this additional
license represents yet another step In the process of starting up a business In Tanzama,
another public agency to Interact with, and another fee to pay

• Since Investors are In the best position to determine the economic feasibilIty of their
projects, the need for the ILB to examine the economic aspects of a project IS unnecessary
ILB offiCials state that they need to assess If an Investor IS creating jobs, determine how
much money IS brought Into the country, and evaluate environmental Issues Nonetheless,
In a liberalIzed economy It IS unnecessary for a government agency to screen an Investment
to determine ItS potential to create jobs Further, It IS unclear If the ILB would refuse to
lIcense an Investment If It did not create the number of jobs that the board expected The
ILB's investigation of the amount of capital an Investor brings In seems duplicative of other
agencies, Includmg the TIC and the Bank of Zambia, and out of sync with the Investment
Act's definition of a "Investor" as someone With US $300,000 If foreign and US $100,000 If
local Finally, the ILB's role In evaluating a project on environmental criteria seems
duplicative of NEMC

Recommendations

• The purpose of the ILB should be assessed In the context of the GoT's many other lIcenSing
authOrities Its elImination should be seriously conSidered

• The ILB should cease requiring that certified Investors submit feaSibilIty projects

FactOries Inspections

Under the FactOries Ordinance of 1950, the FactOries Inspectorate IS responsible for ensuring
the safety and health of all employees A factory IS defined as a workplace that IS operating for
profit With a minimum of one employee Because the Inspectorate has only 40 Inspectors for
more than 20,000 registered factOries, It gives most attention to larger and more dangerous
actIVIties

FactOries Inspectorate offiCials recommend that Investors present bUilding plans to them for
review before construction beginS ThiS review can prevent costly delays and modifications
reqUired later In the process, thiS Initial review IS not a reqUired step
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Application Process There IS a two-step application process for Investors who are bUilding their
own factones First, a "Notice of BUIlding Operations or Works of Engmeenng Construction"
must be submitted not later than seven days after the beginning of any construction ThiS form
IS available from the Inspectorate at no cost While the law requires that thiS inspection be
conducted for Industnal, commercial, and public bUildings as well as any dwelling over three
stones, In reality thiS reqUIrement IS followed only for the construction of Industnal bUildings

Once the factory IS constructed and ready to begm operations, Investors are reqUIred to
complete Form LDF 103 There IS a small fee for the form Upon receiving the application, the
Factones Inspectorate will phySically Inspect the facIlity While the Inspectorate has some
regional offices, certifIcation can only be done m Dar es Salaam Approval can be granted on
the basIs of a regional officer's recommendation, however Delays are reportedly less than one
month and sometimes as qUick as one week, by companson, the average delay In Namibia IS
three days The Inspectorate was not able to provide the list of statutory inspection fees but
noted that they are "not more than US$ 500 "

Technically, the local authonty cannot Issue a business license untIl the Factones Inspectorate
has given Its approval of the facIlity Inspectorate comments are also required to obtain a
license from the Industrial Licensing Board

Separate Inspections are required for bOilers, lifts, and air compressors and these Inspections
must occur before the equipment can be used These inspections require specialized expertise,
but the qualified Inspectors are only based In Dar es Salaam As the Inspectorate has very little
bUdgeted for travel and no vehicles, It IS the responsibility of the company to provide
transportation for Inspectors To have a bOiler or air compressor In Mwanza Inspected, for
example, the company would be reqUIred to send an air tIcket

Operational ReqUIrements It IS the company's responsibility to have eqUIpment Inspected
regularly by Factones Inspectorate offiCials BOilers are to be Inspected every 18 months, lifting
appliances every SIX months, and air compressors every 24 months The company should
InitIate the process by wntlng to the Inspectorate and requestmg the inspection

There are several other requirements that must be met by bUSinesses For example, all
factones are to be whitewashed annually When accidents occur, It must be reported to the
regional office Within 24 hours

AnalySIS

Issues

Little has changed In regard to the role of the Factones Inspectorate since 1996 and It remains
on the list of agencies that do not seem to provide a necessary and effiCiently Implemented
regulatory purpose

• Dunng the Initial Roadmap research the Factones Inspectorate was not Judged to be a
significant Intrusion on bUSiness, and no Investors IndIcated that thiS had changed ThiS IS
mostly because the Inspectorate has extremely limited resources and IS not able to function
Intrusively Rather, It IS seen as yet another nUisance to attend to when operating a
bUSiness In Tanzania As noted In 1996, "ItS functions frequently overlap With those of the
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local health Inspectors, who also review plans and Inspect bUildings for similar purposes In
particular, the Inspection of the construction process of factory bUlldmgs IS duplicative of that
undertaken by local government offiCials Moreover, It IS not understood why thiS approval
IS stili needed for factory bUildings but not for commercial or public dwellings"

• Another problem With the Factories Inspectorate's mspectlon regime IS that there IS a
conSiderable delay In receIVIng approval In 1996 It was noted that In Tanzania "delays can
be as much as ten times longer than In Namibia"

• Finally, the fact that the FI does not publicly disseminate a list of fees, general gUidelines, or
inspection criteria IS troubling ThiS lack of transparency opens up opportunities for
misunderstandings and corruption, and raises SUspiCion among new Investors

Recommendations

• The GoT should conSider disbanding the Factories Inspectorate and changing the law to
free factones from many of the outdated and peculiar requirements relating to factories At
the very least, because of the duplication With local government offiCials It IS recommended
that the reqUirement of the "Notice of BUilding Operations or Works of Engineering
Construction" be reSCinded Additionally, coordinating ItS inspections With local offiCials
would enable FI and local offiCials to clearly see where their work IS duplicative, present
opportunities to share information and resources, and ease the burden of hosting Inspectors
Imposed on manufacturers

• As noted In 1996, "to reduce delays and ease the process on Investors It IS recommended
that the FactOries Inspectorate work to better coordinate Inspections so that the factOries,
bOilers, and lifts can be examined at the same time" The Inspectorate should also establish
and follow Internal gUidelines related to completing Its work

• It IS recommended that the Factones Inspectorate publish general gUidelines for Investors to
follow as well as a list of inspection cntena and statutory fees

Agriculture

Agnculture remains an Important sector of the Tanzanian economy, accounting for an estimated
54% of GDP and 70% of the country's employment In 1997 The sector has grown below the
national average In recent years, at an estimated 3% In 1998 Nonetheless, Tanzanian
agnculture accounts for a large amount of the country's export earnings, With such crops as
coffee, cotton, Sisal, cashew nuts, cloves, tea, and tobacco figunng prominently among exports

As of January, 1997, a new agncultural policy came Into effect In Tanzania DeCISions about
what change IS needed at the administrative level have not yet been finalized, although offiCials
estimate that there Will be some modification of licenSing fees

Agncultural licenSing In Tanzania IS confined pnmanly to agncultural processing actiVities The
MInistry of Agriculture once regulated cotton glnnenes, however, thiS mandate was transferred
to the Cotton Marketing Board There are no licenSing requirements for frUit JUice processing or
tanneries SpeCialized licenSing procedures apply to meat and dairy inspection and processing,
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livestock export, and phytosanltary certification for plant products Only large-scale processing
facIlities are licensed

Application Process In order to obtain a license for meat and dairy processing, an Investor must
first submit a letter to the TIC BUilding plans and certification of samtary procedures should be
attached The TIC then reviews the project Information and sends It to the Ministry for ItS
review

Each slaughterhouse and dairy processing plant IS assigned an inspection officer from both the
Mlnlstrres of Agrrculture and Health There are nominal inspection fees Only meat Inspectors
are active, dairy Inspectors have not been active recently as the dairy plants employ their own
quality control Inspectors

Operational ReqUirements An export permit IS required for livestock export and It can be
obtained from the MInistry of Agrrculture, there IS no fee and the delay IS minimal

AnalysIs

Issues

Given the state of flux that MInistry's licensing procedures are In presently, thiS study can not
offer a detailed analysIs of regulatory processes A few observations are warranted, however

• Agrrcultural licensing for health and export quality tend to be duplicative of local and other
licenses As the Ministry develops new administrative procedures, It should assess If It IS
the best agency to conduct a given inspection or Issue a certain license It IS possible that
the Ministry's licenses could replace other agencies' licenses

Recommendations

• It IS recommended that In ItS new procedures the GoT require only one set of inspections for
agrrcultural processing facIlities Keeping In mind the time-sensitive nature of agricultural
exports, the new IIcensrng procedures should reflect the need of exporters to qUickly ship
their goods to purchasers

Commercial Banks

Tanzania has made several key steps toward liberalizing ItS financial markets durrng the 1990s
Foreign exchange IS now freely traded at numerous bureaux de change, exchange rates float,
Interest rates are market drrven, and pnvate sector banks can now operate rn the country
Several foreign owned banks operate In Tanzania today, including Cltlbank, Stanblc Bank,
Standard Charter Bank, EuroAfrrcan Bank, and EXlm Bank

Commercial banking IS regulated by the Banking and Financial Institutions Act of 1991 All
banks that operate In Tanzania must be locally registered Within the past four years, there
have been a number of changes In Tanzaman bankrng law In July of 1992, the statutory
minimum reserve requirement of 31% was reduced to 12% while the minimum liqUid asset ratio
of 20% was abolished In July 1995 As of 1992, Interest rates have been liberalized, In 1993,
the allowable ownership level of an IndIVIdual In a bank has been Increased from 5% to 20%
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Application Process To operate a bank an applicant must submit two copies of the "Application
for a License to Carry on BankIng BusIness" to the Bank of Tanzania (BoT) The application fee
IS Tsh 1 million (US $1481 5) or the US dollar equivalent Applicants are required to attach "five
authenticated copies of the law or statutory Instrument by or under which the applicant IS
established or proposed to be established" and two copies of each of the follOWing documents

• proposed Memorandum and Articles of Association,
• bank certification,
• list, Information sheet, proof of citizenship and audited balance sheet and profit and

loss accounts of each Incorporator/subscriber and proposed officers and directors,
• certified copies of annual returns along With accompanYIng schedules and finanCial

statements filed dUring the last five years With the Income Tax Office,
• statements from two persons (non-relatives) vouching for the good moral character

and finanCial responsibility of the Incorporator/subscriber and the proposed directors
and officers,

• business plans for the first five years of operations includIng the growth strategy,
branch expansion plans (presented semi-annually) and career development
programs for the staff,

• projected semi-annual balance sheets for the first five years of operations shOWIng
end-of-semester balances and average dally balance of each account,

• projected semi-annual profit and loss accounts for the first five years of operations,
• projected semi-annual statement of sources and uses of funds for the first five years

of operations, and
• diSCUSSion of economic benefits to be derived by the country and the community

from the proposed bank/financial Institution

The BoT reviews the application and responds Within 90 days A Certificate of Approval IS
Issued, thiS document permits a bank to begin organizIng All prospective banks must maIntain
a minimum core capital of Tsh 1 billion (US $1,481,482) For foreign-owned banks, the US
dollar or other foreign exchange equivalent of their capital must be remitted to the BoT for
conversion Into Tanzanian currency for depOSit Into the new Institution's demand depOSit
account With the BoT

For non-bank finanCial institutions, the application process IS generally the same The main
difference IS that the minimum core capital requirement IS Tsh 500 million (US $740,741) In
addition, the Institutions must submit to the BoT foreign exchange operation manuals, lending
manuals, and a list of Internal control procedures The premises on which the Institution
operates IS also Inspected for security It takes the BoT approXimately one week to review a
non-bank finanCial Institution's application and to Issue a letter to permit the begInning of
operations

For bureaux de change, applicants must apply In person to the Bank SuperviSion Department of
BoT They must also submit a bUSiness license and a Certificate of Registration The
registration fee IS Tsh 25,000 (US $37 0) It takes approXimately one day to obtaIn the bureau
de change license There are over 80 registered bureaux de change In Tanzania

For banks seeking to open up a regional office, they must submit a letter of application to the
BoT The minimum reserve requirement IS Tsh 200 million (US $2963) A bUSiness plan must
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be attached along with a list of consolidated accounts and projected balance sheets There are
no application or processmg fees required An inspection of the premises IS conducted by BoT
It takes approximately one month to obtam a letter of approval to operate a regional branch of a
registered bank

Operational Requirements In addition to the minimum reserve reqUirements for bank and non
bank financial Institutions, there are seven forms that must be submitted on a monthly or
quarterly basIs BoT Form 16-1 has 12 schedules The comprehensive list IS as follows

Form Reporting Date
BoT Form 16-1 (Balance Sheet) Fifteenth day after the end of month
Schedule 1 (Liquid Assets) Fifteenth day after the end of month
Schedule 2 (Schedule of Past Due and Non-performing Assets)

Fifteenth day after the end of month
Schedule 3 (Sectoral ClaSSification of Investments) Fifteenth day after the end of month
Schedule 4 (AnalysIs of Allowance for Probable Losses) Quarterly
Schedule 5 (Concentration AnalysIs) Quarterly
Schedule 6 (Related Entity AnalysIs) Quarterly
Schedule 7 (Bank Premises, Furniture and Equipment) Fifteenth day after the end of month
Schedule 8 (DepOSits, Other Liabilities and Borrowings) Fifteenth day after the end of month
Schedule 9 (Interest Rates on Deposits and Loans) BI-annually
Schedule 10 (AnalysIs of Capital Accounts) Quarterly
Schedule 11 (AnalysIs of Shareholdlngs) BI-annually
Schedule 12 (Import Letters of Credit and Guarantees) Quarterly
BoT Form 16-2 (Statement of Income and Expenses) Monthly
BoT Form 16-3 (Report on Required and Available Reserves against Deposits and Borrowings)

Weekly
BoT Form 16-4(b) Report on Foreign Exchange Purchases, Sales and Balances)

2nd Monday after a reference week
BoT Form 16-5 Computation of Capital Position Fifteenth day after end of month
BoT Form 16-5 (a) Computation of Risk-Weighted Assets Fifteenth day after end of month
BoT Form 16-5 (b) Computation of Risk-Weighted Off Balance Sheet Exposures

Fifteenth day after end of month

AnalysIs

Issues

The Implications of the Bankmg and Financial Institutions Regulations reVISion are not entirely
clear, but mdustry sources suggest that operatmg a bank m Tanzama has gotten easier In
recent years Further, bankers note that the top Bank of Tanzama staff are generally easy to
work With on matters pertaining to regulation of the sector A public-private workmg group has
been meetmg to hammer out differences on regulatory and policy matters, and Industry sources
suggest that progress has been made to address the concerns of the Industry A few endUring
concerns are noted below

• The reqUirement that would-be bankers diSCUSS the economic benefits of their mvestment In
Tanzama IS an ambiguous precondition for a license The financial structure, growth
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strategy and other attachments to the application are sufficient for a regulator to make a
decIsion about a financial Institution's worthiness

• The law contains some poorly worded and ambiguous statements and requirements that
may be confusing to potential Investors For example, the following passage rather
nebulously Inveighs bankers to support rural activities "The Bank shall take Into
consideration applicants wishing to conduct banking business In Tanzania must recognize
that the nation's economy IS pnmanly rural and agncultural In nature and licensed
institutions shall be expected to support rural based activities for the countnes economic
growth and development II

• The operational requirements are cumbersome and banks In Tanzania must submit over
200 filings per year to the BoT It has been suggested that despite these formal submission
reqUirements, the Bank was not as effective a regulator as It should be "These
reqUirements did not prevent financial difficulties of the Mendlan Bank," It was observed In
1996

• Many In the government and the business community state that there IS a lack of long- and
medium-term finance In Tanzama As noted In 1996, "existing law states that banks cannot
take control of collateralized property In case of default ThiS legal prOVISion has been
upheld by Tanzanian courts Until thiS law IS changed, there IS little hope for banks In

Tanzania to expand beyond their short-term international trade financmg "

Recommendations

• The BoT should consider termmatlng the reqUirement for prospective bank licensees to
demonstrate the economic benefits of their bank to Tanzania

• Similarly, the Bank should revise the law to eliminate vague statements and requirements
that can not be effectively enforced

• The Bank should reduce the number of forms that It requires of bankers Additionally, the
Bank should continue It efforts to handle communication with local banks electromcally

• Finally, as suggested In 1996 "Tanzanian law must be changed to allow banks to take
control of collateralized property In cases of default II

Transport

Licensing for commercial and passenger vehicles IS governed under the Transport licensing
Act of 1973 and the Road Traffic Act of 1973 The types of vehicles licensed are one ton and
above freight transport vehicles and seven-passenger and above passenger vehicles

Application Process There are two types of application forms Form A IS an "Application for
Road Service License" that IS used for passenger vehicles Form B IS an "Application for Public
Carner's License" and It IS used for licenSing of vehicles that transport goods The application
fees for both forms are Tsh 1,000 (US $1 5) Both applications must have the follOWing
attachments
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• Registration Fee,
• Vehicle Registration Card, which IS obtained from the Central Registry of Motor

Vehicles,
• Vehicle Inspection Reports from the Traffic Police which attest to the roadworthlness

of vehicles The delay In obtaining these reports IS one day,
• PrevIous license In the case of a renewal and a "Conditions of License" card This

card outlines the basIc conditions that all vehicles must meet In order to be licensed,
and

• Valid Insurance Certificate from the National Insurance Corporation or a Preferential
Trade Area (PTA) Yellow Card The PTA Yellow Card provides regional Insurance
coverage

It reportedly takes one or two days to obtain a license The Conditions card IS Issued at the
same time as the license by the CTLA The CTLA must also approve routes and timetables for
"Road Service license" applicants Fares have been liberalized since 1996, and the CTLA IS
considering allOWing operators to determine their own timetables as well Each passenger
vehicle has one route on which It IS required to operate License applications are rejected when
there are already too many operators on an eXisting passenger route There are no route
restrictions for freight transporters

After obtaining the license and the Conditions card, license plates must be made The first step
IS to VISit the Tanzania Bureau of Standards, which will provide a certification sticker ThiS step
takes one to two hours The carner must then VISit a local license plate manufacturer to have
the license plate made After the license IS made, the carner must display the Conditions Card
prominently within the vehicle For urban bus routes, operators must apply for a sticker from the
Route Board The fee for the sticker IS Tsh 3,000 (US $44) It costs an additional Tsh 2,000
(US $3 0) to obtain the metal route plate that IS affixed on the bus

Inter-regional transport carners Involved In transit activity must apply for a license from the
Customs Department The fee IS approximately US $6 per entry There IS also a transit charge
of US $16 per 100 kilometers Both fees are payable to the Department of Customs

Operational ReqUirements License renewal IS required on an annual baSIS Fees can be paid
on a quarterly or annual baSIS In the case of freight transport, the fees vary on the baSIS of the
nationality of the freight transport carner (local versus foreign) and vehicle type - single Unit
vehicle, vehicle with drawbar trailer (two units), and tractor with seml-traller (two Units) Annual
fees for foreign carners are listed In US dollars and they range from US $52 to US $660 For
local carners, the annual fees range from Tsh 10,000 (US $14 8) to Tsh 310,000 (US $459 3)

For passenger transport, the fees vary on the baSIS of the number of passengers carned, the
nationality of the passenger carner, and vehicle weight - two axles up to five tons and not
exceeding 15 passengers, two axles up to ten tons not exceeding 16-25 passengers, two axles
up to eleven tons not exceeding 26-65 persons, and two axles over eleven tons not exceeding
70 persons Fees are also paid on a quarterly or annual baSIS For foreign carners, the annual
fees range from US$ 52 to US$ 332 For local carners, the fees range from Tsh 10,000 (US
$148) to Tsh 45,000 (US $667)
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AnalysIs

Issues

In 1996, there were few major concerns related to transport lIcensing The Authonty has been
effective and proactive In Its efforts to Increase efficiency In recent years, the GTlA has been
successful In reducing the length of time It takes to obtain a lIcense from two weeks to two or
three days No new concerns emerged dunng the assessment In 1998

• As noted In 1996, "the process as a whole, however, remains complex There are SIX other
agencies Involved and the level of coordination among them IS low As a result, transport
bUSinesses face an unnecessary run-around to obtain all the required licenses and
approvals"

• The necessity of annual license renewals IS excessive by the standards of other countnes

Recommendations

• The MInistry of Transportation and Communication should work to Increase coordination
among all the agencies ThiS can be done by creating a Single office With representatives
from all agencies or JOintly drafting procedures With an indication of how long each activity
should take place Conversely, agencies like the TBS should cede their transport regulatory
functions to the CTlA

• The CTlA should assess If annual lIcensing for all vehicles IS necessary to ensure safety on
Tanzania's roadways

AViation

There have been no significant changes In Tanzania's aViation policies and regulatory
procedures In the past two years Some fees have been Increased since 1996

The aViation Industry In Tanzania IS governed by the Tanzania CIvil AViation Act An "Air
Services license" venfies the commercial viability of a particular airline operation An "Air
Operators Certificate" IS reqUired to venfy the technical competency of an air services operator
licenSing IS also reqUired for aircraft maintenance engineers and aerodromes

Application Process To operate an air service company, an applicant must submit an
"Application for a license to Operate an Air Service Into, Within and Out of the United Republic
of Tanzania" A copy of a company's Tanzanian certificate of incorporation, Memorandum and
Articles of ASSOCiation, and feaSibility study should be attached to the application The
feaSibility study should indicate which routes a company plans to serve and demonstrate the
commercial viability of the bUSiness The application fee IS Tsh 48,000 (US $71 1) All
applications are tabled before the CIvil AViation Board (CAB) at a quarterly public meeting and,
according to Directorate offiCials, all applicants are notified of CAB deCISions In a matter of days
However, approval of an Air Services license IS conditional on meeting the technical
requirements for the Issuance of an Air Operators Certificate The fee for an Air Operator
Certificate IS currently Tsh 250,000 (US $370 4) per year for aircraft weighing less than 10,500
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kg maximum take-off weight (MTOW) and Tsh 400,000 (US $592 6) for aircraft welghmg
10,500 kg MTOW or more These licenses are renewed annually

In order to obtain an Air Operators Certificate, the applicant must hold a valid Air Services
License from the CIVil AViation Board The applicant must also own a duly registered aircraft
and pilots should possess a Tanzanran license at the commercial pilot level Applicants must
also establish a contractmg arrangement with an approved mamtenance organization The
aircraft operator should file Its service with the Directorate of CIVil AViation (DCA) Afterwards,
an operations and trammg manual should be prepared and submitted to the Directorate for
approval Aircraft msurance coverage should then be filed With the Directorate Office faCIlities
must be available at the air operator's headquarters where all maps, technrcal literature, notices
to airmen and aircraft and pilot Information should be exhibited prommently ThiS office Will be
mspected on an annual basIs for a fee of Tsh 100,000 (US $148 2) The applicant must also
regularly record and maintain data on crew flight times, base routes, recurrency checks, flight
operational controls and crew rosters According to DCA offiCials, assuming that all the
requirements are met by the application and all paperwork IS In order, the time taken to obtain
the Air Operators' Certificate from the time of submiSSion IS approximately two weeks, Industry
sources suggest that thiS process can take longer

Air operators must also have an approved maintenance hangar In order to obtain land to
construct such a faCIlity, an applicant must apply With the Directorate of Aerodromes m the
MInistry of Communrcatlons and Transport The air operator must submit by letter an
application deSCribing the organrzatlon and the scope of ItS actiVities The follOWing mformatlon
should be mcluded terms of reference of senior technical personnel In terms of the areas
applied for, an organizational management chart, and details on the quality control system The
fees for inspection and approval vary depending on the type of maintenance faCIlity bemg
developed and the nationality of the owner The fees are as follows mamtenance faCIlity to
support aircraft below 10,500 kg MTOW IS US $3,500 for foreign based bUSinesses and Tsh
116,000 (US $171 9) for Tanzanian based companres, mamtenance faCIlity to support aircraft
above 10,500 MTOW IS US $6,000 for foreign based firms and Tsh 200,000 (US $296 3) for
locally based operators The delay for approval of a maintenance faCIlity IS approximately SIX
weeks ThiS inspection and approval procedure IS conducted on an annual baSIS

Operational ReqUirements In addition to annual inspection fees for an air operator's offices and
mamtenance faCIlities, there are several renewal fees reqUired by the DCA Renewal fees
ranging from Tsh 7,000 (US $104) to Tsh 25,000 (US $370) are reqUired for student pilots,
private pilots, flight operations officers, flight engineers, profeSSional pilots, InclUSion of aircraft,
f1ymg Instructor and Instrument ratings LicenSing renewals for flight radiO telephony operators
and cabin crew members are reqUired every 24 months and the fees are Tsh 10,000 (US $14 8)
and Tsh 12,000 (US $17 8) respectively Annual fees ranging from Tsh 12,000 to Tsh 40,000
(US $59 3) are reqUired for a Wide range of technical examinations In addition, the fees for re
registration of aircraft, aerodrome licenSing renewals and aircraft maintenance engineer
licenSing renewals range from Tsh 12,000 (US $178) to Tsh 1,300,000 (US $1,9259) for
aircraft companres based outSide of the country For Tanzanian compames, maintenance fees
are Tsh 116,000 (US $171 9) for aircraft below 10,500 kg and Tsh 200,000 (US $2963) for
larger aircraft The aircraft re-reglstratlon fees also vary on the baSIS of an aircraft's weight
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AnalysIs

Issues

The Importance of airline safety IS of paramount Importance and the Directorate of CIvil AViation
has a vital role In safeguarding the citizens of Tanzania However, some If Its administrative
reqUirements do not advance this goal and represent extra steps and hassle for private airline
compames

• The need for an aircraft operator that IS registered With the Registrar of Companies to submit
ItS Memorandum and Articles of Association and a feasibility study IS redundant Further, It
IS questionable If DCA officials can more effectively evaluate a bUSiness plan or feasibility
study than the Investor who IS risking hiS or her own capital

• As noted In 1996, "the Air Operators Certificate Issued by the Directorate of CIVil AViation IS
Intended to ensure that baSIC safety standards are maintained The need for an Air Services
License, which IS Issued for perceived commercial Viability, IS questionable Indeed, It IS far
more practical for the DCA to focus ItS resources on safety and security of airline operations
In Tanzama Instead of screening the commercial Viability of projects" Experience In other
countries has Illustrated that techmcal agencies like the DCA are traditionally poor judges of
commercial Viability Indeed, data from other countries suggests the approval rates for
commercially nonviable projects are approXimately the same as those for commercially
Viable projects

• The fee structure and licenSing system are complex and somewhat ambiguous

Recommendations

• The DCA should limit ItS licenSing submiSSion requirements to the information that It
absolutely needs If there are elements of a feaSibility stUdy that relate to safety and air
traffic Issues, then that information only should be required The DCA should cease
requiring Investors to submit their company's memorandum and articles of aSSOCiation and
feaSibility study

• As stated In the Roadmap document prepared two years ago, "It IS recommended that the
DCA restrict the scope of ItS actiVIties to safety Issues and end ItS review of the commercial
Viability of enterprises" As such, It should cease ISSUing the Air Services License

• The 1996 suggestions for streamllmng the DCA's regulatory regime IS remain valid "It IS
also recommended that the DCA revise and Simplify ItS fee structure and licenSing system
For example, the airworthiness charges for gliders and other aircraft are ambiguous The
fee structure should be Simplified by consolidating all categories Into one or two Instead of
the seven categories that currently eXist The same consolidation could apply to aircraft
registration, base inspection and certification for flight crews, cabin crews and flight
operation officers"
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Product Standards

The Tanzama Sureau of Standards (TSS) was established by Act No 3 of 1975 and
subsequently amended by Act No 1 of 1977 It IS a umt of the Ministry of Industries and Trade
and IS responsible for formulating Tanzaman standards In all sectors of the economy, with
particular emphasIs on products that affect health, safety, and the environment

There have been a few changes In the way the TSS operates since 1996 Chief among these IS
the publication of a new "buyers gUide" that lists which compames have registered certified
products The TSS has also Increased ItS product testing fees, the TSS plans to publish and
make readily available ItS fee structure within a few months

The TSS has published 546 standards and It takes 18 months on average to develop a national
standard Manufacturers who adopt Tanzaman standards are Issued licenses to use the TSS
mark on their products TSS has Issued more than 210 licenses to over 300 manufacturers
Compulsory standards apply to products that may affect public health, safety, or the
environment, Including such diverse products as food Items, plastiC bags, certain electrical
products, bUilding matenals, and wIres Voluntary standards apply to all other Industnes
However, some Tanzaman government agencIes have adopted TSS voluntary standards as
compulsory standards for government procurement and TSS standards are reflected In the
governing legislation of other regulatory agencIes For Instance, the Traffic Department has
made TSS voluntary vehicle standards mandatory

Application Process In order to obtain a TSS Standards Mark symbol, an applicant must submit
an "Application for License to Use the Standards Mark" The application fee IS Tsh 10,000 (US
$148), an Increase of Tsh 9,000 (US $133) from 1996 rates A pre-license inspection IS
conducted by a TSS Inspector The Inspector brings samples of a manufacturer's product to
the TSS laboratory to test them The testing fees range from Tsh 1,000 (US $1 5) to Tsh
50,000 (US $741) The fees vary based on the number of product samples that need to be
tested, the type of product, the chemicals reqUired for testing, and Similar factors If the
samples conform to national standards, TSS Issues a TSS Standards Marks license The
processing fee for the license IS Tsh 2,000 (US $3 0) The delay IS three weeks to SIX months,
depending on the results of the inspection and the type of material tested OffiCials from TSS
state that they are attempting to shorten the length of time It takes to receive a certificate to a
maximum of two months

Operational Requirements The license IS a contract between TSS and the manufacturer,
stipulating that the manufacturer WIll make ItS product In conformIty with Tanzaman standards
Inspectors conduct quarterly inspections of manufactUring facIlities to ensure that TSS
standards are being maintained and take random samples to the TSS laboratory for testing If
two consecutive inspections reveal problems, the TSS suspends the license and the
manufacturer must reapply The TSS encourages manufacturers to use ItS tralmng faCIlities and
consultants when standards are not met

Tanzama Issues a "Tested Product Certificate" for those products that have a non-Tanzaman
standard The fee for thiS certificate vanes based on the sIze of the applicant company and
ranges from Tsh 500,000 (US $7407) to Tsh 1 2 mIllion (US $1,7778) per year ThiS fee
covers the cost of collecting routine samples, ensuring compliance with non-TanzanIan
standards, and the recogmtlon that a product meets TSS approval Products that have foreign
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certlficatron but are not certified by TBS cannot use the TBS Standards Mark It takes two to
three months to obtain the "Tested Product Certificate"

All Standards Mark licensees are required to submit an annual Certificate of Compliance
(Schedule C) to the TBS This certificate should Include data on a manufacturer's level of
production, a description of the goods that have received the Standards Mark, amounts
shipped, and trade value

TBS requires batch certification for all Importers covered by compulsory standards related to
health, safety, and the environment TBS has Introduced a Batch Certification Scheme to certify
Imports when they arnve In Tanzania It takes one week to obtain thIs certification and It IS valid
for one year The fee vanes depending on the value of the product and It can be as high as Tsh
1 million (US $1,481 5) An Importer must also obtain a certIficate from the MInistry of Health
when Importing food products Procedures for Inspection of exported products are not
formalized

In January of 1999, the TBS Intends to set up a national technical inquiry information center on
ItS standards

AnalysIs

Issues

The TBS has made strides In redUCing the length of time It takes to receive a Standards Mark
Certificate and the new target of ISSUing licenses within two months IS laudable Contracting out
some of ItS testing may help further reduce the time to test a product sample and Issue a
license, the TBS IS also calling for the establishment of a nationally accredited faCIlity for testing
Nonetheless, some of the concerns raised In 1996 remain to be addressed

• The reqUirement for a certificate from the MInistry of Health for Imported food products IS
duplicative

• In many cases, the need to certify Imports that have already been tested overseas IS
unnecessary and wastes TBS's scarce personnel and finanCIal resources

Recommendations

• It IS recommended that the duplication between TBS and the Ministry of Health on food
Imports be eliminated to conserve the GoT's scarce finanCial resources

• The TBS should end the need for a Tested Products Certificate for Imports that are already
certified by a reputable international standards organization It IS recommended that
procedures be streamlined to reduce delays through mechamsms such as contracting out
testmg

3 7 AcqUlrmg Incentives

The process of acquiring Incentives In Tanzama Involves registering With the TIC and, m some
cases, a line mlmstry such as the MInistry of Energy and Minerals The ratification of the 1997
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Investment Act and the repeal of the prevIous Act relating to Investment have made qualIfying
for Incentives more transparent The new Investment Act clearly indicates what Investment
levels and activities shall merit a TIC Certificate of Incentives, and once a firm receives ItS
Certificate If should be free to access all Tanzanian incentives

The Investment Act applies to all Investors except those engaged In mining (as defined by the
Mining Act of 1979), petroleum exploration, production, or pipeline construction, or the
"manufacture, marketing, or distribution of hazardous chemicals, armaments, or any type of
explosIves II The qualifying threshold for foreign Investors has been lowered from US $500,000
under the prevIous Act to US $300,000

Some of Tanzania's key Incentives avaIlable to TIC registered companies are highlighted below

Employment

Each Investor IS entitled to employ five expatriate employees automatically There are no skill
requirements attached to these five employee applications Additional requests for expatriate
labor are assessed on a case by case basIs Investors In the petroleum and mining sectors are
entitled to as many expatriate employees as needed "provided the Investor submits a
Justification for the foreign experts required II Investors can obtain a multiple entry visa from the
Department of Immigration Investors from most countries can obtain a Single entry visas at the
airport for US $50

Repatnatmg Proftts

According to the 1997 Investment Act, "a business to which the Act applies shall be guaranteed
unconditional transferability through any authorized dealer bank In freely convertible currency of

• net profits or diVidends,
• payments In respect to loan servicing where a foreign loan has been obtained,
• royalties, fees, and charges related to a technology transfer agreement,
• the remittance of proceeds If a business IS liqUidated, and
• emoluments and other benefits paid to foreign personnel In Tanzania employed by the firm II

Tax Incentives

Customs duty on the Importation of capital goods for mining, Infrastructure, and export
processing zone projects IS rated at 0% Customs duty on the Importation of capital goods for
agriculture (including livestock), aViation, commercia! bUildings, banks, export projects, projects
In speCial development areas, human resource development schemes, manufactUring, natural
resources (including fishing), transport, tourism, radiO and teleVISion broadcasting, and
rehabilitated or expanded projects IS rated at 5%

Businesses In any of the sectors listed above enJoy 100% capital allowance dUring years In
which Income IS reported and 0% withholding tax on Interest Except for agriculture and
broadcastmg, these Industries also pay a 10% wlthholdmg tax on diVidends

Except for tourism enterprises, which pay at a rate of 35%, all businesses over a certam size
pay a corporate tax of 30%
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There are three types of wear and tear deductions allowed by the GoT Tractors, combmes,
and self-propelled heavy equipment qualify as Class 1 deductions and earn a 37 5% annual
deduction Light self-propelled equipment IS entitled to a Class 2 deduction of 25% annually
Class 3 deductions amount to 12 5% annually on office furniture

Holders If TIC Certificates of Incentives are exempt from ten different wlthholdmg taxes,
mcludlng those charged on Interest, rent, dividends, and goods and services

Sectoral IncentIves

Agnculturallncentlves Capital deductions of 20% are granted for clearing land, mstaillng power
or water, bUilding farmhouses or bUildings for processing, storage, or livestock accommodation,
and constructing labor quarters, drainS, fences, windbreaks, or other works necessary for proper
operation of a farm

Mmlng Incentives The new Mlnmg Act, ratified In October of 1998, has changed the Incentives
offered to mvestors In Tanzania's mining mdustry At present, the GoT allows for capital
deductions of 100% for companies seeking specified minerals, Includmg copper, coal, gold,
lime, magnesian, bentOnite, magnesite, meerschaum, mica, tm, tungsten, vermiculite, nickel,
cobalt, platinum, kaolin, and ZinC Companies prospecting for other minerals receive a 40%
capital deduction In the first year with a 10% deduction for the follOWing SIX years Qualifying
activity mcludes prospectmg and testmg depOSits, purchasing the nghts to depOSits, acqUlnng
machinery and bUildings that would have little or no value on cessation of mining, and general
administration and management pnor to production

TOUrism Incentives A capital deduction of 20% IS allowed on hotels and Installed machinery
while a 6% deduction IS allowed for bUildings used as hotels

AnalysIs

Issues

The GoT has generalized ItS mcentlve In recent years, thereby makmg the granting of tax
exemptions and special pnvlleges more transparent ThiS shift toward general incentives has
also helped Improve the GoT's administration of mvestment incentives Nonetheless, a few
Issues should be noted

• GoT tax admmlstratlon Includes several provIsions that discourage new busmess growth
These Include assuming that all bUSinesses are profitable Immediately and never allOWing a
busmess to report less profit than reported In prevIous year Large-scale projects that have
high start-up costs, face a lengthy and complicated land acquIsition process, and need a
long operatmg penod before reaching a level of post-debt profitability are particularly
vulnerable to aggressive the tax collection poliCies of the TRA

• The TRA's decIsion to Issue tax credits Instead of refunds IS Widely bemoaned by mvestors
A rebate represents an actual transfer of funds that a bUSiness could use for mvestment and
borrowmg purposes Busmesspeople note that a company can not borrow on a Tanzanian
tax credit but can with a tax refund
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• The GoT has not fully adapted Its tax policies to promote Investment In key sectors As
noted In the section related to specialized licensing, despite ItS stated goal to promote
tourism, the government taxes tOUrist enterprises at a higher rate than all other bUSinesses,
maintains a high visa fee, and offers few speCific Incentives for the Industry

• Tanzania's poliCies to promote exports are not as strong as they could be, and such
programs as the duty drawback scheme and Issuance of rebates of tax on exports are often
regarded as too poorly administered to be truly effective

Recommendations

• They should encourage bUSiness start-ups and growth As such, the GoT should eliminate
ItS proVISion for collecting corporate tax In advance of a bUSiness' operation Further, the
TRA should not assume that bUSinesses are profitable Immediately and never lose money

• When requested, the TRA should Issue tax refunds In a timely fashion While the short-term
Implications of dOing so may adversely affect the government cash-flow Situation, poliCies
that encourage the long-term profitability of Tanzania's bUSiness community and create Jobs
should be supported

• The GoT should adopt speCifiC measures to encourage the growth of key industries For
example. the GoT should lower the corporate tax on tourism to 30% and conSider tax
incentives to Increase Investment In the Industry as well as lure tOUrists

• The GoT should strengthen It export promotion regime, including IssUIng refunds related to
ItS duty drawback scheme In a timely fashion and expanding ItS tax incentives for exporters
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Operating

Once a firm begins operations, a number of other steps must be undertaken The most
Important of these are related to Import/export procedures, acqUlnng foreign exchange, and
repatriating profits

4 1 Import/Export Procedures

Import procedures are particularly Important In Tanzania where most firms rely heavily on
Imported equipment and raw materials As such, Import procedures can affect the cost of dOing
business and ultimately the competitiveness and success of Tanzania's pnvate sector It IS also
Important to note that since the lifting of trade sanctions against South Afnca, several southern
Afncan ports, including Dar es Salaam, are facing new competition from Durban and other
South Afncan ports

The Customs Department of the Tanzania Revenue Authonty has recently undergone Internal
restructuring and IS continuing the process of revamping ItS clearance procedures Several
changes have occurred since 1996, and the department IS stili working to fully Implement new
procedures and train ItS staff appropriately For example, Customs has adopted the ASYCUDA
system, IS starting to computerize, and IS trying to Improve upon a recently instituted random
inspection scheme In 1996 Customs was In the mltlal phases of computerizing ItS procedures
and establishing a target of c1eanng goods Within five hours, neither goal has yet been
achieved

An "Implementation Team" that mcludes representatives from the TRA, the Tanzania Harbours
AuthOrity (THA), National Shlppmg AgenCies Company (NASACO), Bank of Tanzania, Tanzania
Central Freight Bureau (TCFB), and SWISS pre-shipment Inspection (PSI) company Societe
Generale de Surveillance (SGS), continues to meet an examine ways to Improve Import/export
clearance procedures 1 To date, thiS team IS responSible for spearheading the adoption of the
ASYCUDA system, moving to a Smgle Bill of Entry (SBE), changmg the GoT's PSI contract to
ensure that cargo comes to the port With SGS seals on It, and resolving problems between SGS
and TCFB The working group also acknowledged several problems cited In the Investor
Roadmap and IS In the process of crafting some solutions

Customs OffiCials State that average clearance times have fallen from 15 days In 1996 to
between two to five days at present Private sector sources agree that clearance delays have
decreased In many cases, but suggest that seven to ten days IS a more realistic average

Another change stemming from the reVISion of the Tanzanian Investment Act IS that capital
goods Imports are taxed at a Uniform amount for Investors registered With the TIC Additionally,
the TIC hopes to expand the current list of qualified capital goods The TIC's new procedures
under the act save time In the Import process by ellmlnatmg several steps, formerly an Investor
would prepare a schedule of goods, have It approved by the IPC, then forward It for approval to
the Ministry of Finance who would then forward It to Customs

1
According to the group s Intenm progress report thiS team was formed to put Into effect the recommendations on

Improvement of Import clearance [procedures] put forward dunng the workshop conducted by The Services Group
under the auspices of the Tanzania Investor Roadmap
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It IS required that Importers use freight forwarders licensed by the Commissioner of Customs
There are numerous internationally known and local freight forwarders active In Tanzania All
Tanzanian Imports must be purchased on Free on Board (FOB) terms except where exemption
has been granted, all Tanzania exports, as far as possible, should be sold on cost, Insurance,
and freight (CIF) terms

Import Process The Import and export processes described below have attempted to Include all
of the steps required, many of these steps would be handled by the freight forwarder rather than
the Importer directly These procedures describe Importing through the port In Dar es Salaam,
through which an estimated 75% of all Tanzanian Imports travel

There are several steps Involved In Importing goods and eqUipment Into Tanzania Because
most goods reqUire a pre-shipment Inspection the steps detailed below assume that a PSI IS
Involved

1 The Importer obtains and fills out an "Import Declaration Form" (IDF) from a commercial
bank The cost of the form IS US $10 A pro-forma invOIce should be attached to the
completed form At that time, the Importer IS obliged to pay 1 2% of the FOB value for a PSI
by SGS Pre-shipment inspection IS required for any Shipments With a value above US
$5,000 Exceptions are made for certain categories of goods which Include objects of art,
military eqUipment, gold, precIous stones and metals, live animals, fresh foods, and
household and personal effects

(Note After the Investor Roadmap of Tanzania was completed In 1996, Customs signed an
exclUSive PSI contract With SGS ThiS contract IS presently up for ItS annual review Also,
the reqUired value of goods reqUiring a PSI has been raised from US $2,000 to US $5,000 )

2 Next, the Importer and SGS notify the supplier of the need for a pre-shipment inspection
Some freight forwarders suggest that the PSI process should begin 30 days In advance of
the goods being shipped SGS notes that approXimately 70% of all PSis In Dar es Salaam
are processed m the same day, 95% are completed Within 24 hours When the goods are
ready for shipment, the supplier should contact the local SGS pre-shipment Inspection
office

3 At thiS pomt, an Importer would get and prepare the Single Bill of Entry form from Customs
ThiS form costs Tsh 500 (US $ 7) and has a serial number on It The SBE Will Indicate the
amount of taxes payable based on the value and type of goods being Imported

(Note The Single Bill of Entry form was Introduced to Tanzania In early 1997, replaCing
eight forms)

4 SGS undertakes a pre-shipment inspection In the country from which the goods are to be
shipped and a "Clean Report of Findings" (CRF) IS Issued and transmitted to the SGS office
In Dar es Salaam The CRF details the transaction and represents SGS' opinion on the
goods' value and tariff claSSification and IS used to determme the dutiable value

5 The CRF IS then collected by the Importer or clearing agent at the SGS office In Dar es
Salaam The CRF and Single Bill of Entry are typically Issued Within 24 hours
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6 The next step IS for the Importer to arrange shlppmg Bookmg of all Imports must be
arranged through the Tanzama Central Freight Bureau or one of Its overseas agents
Importers fill out the "Import Cargo Bookmg Application," Form CBO/002, to arrange for
passage to Dar es Salaam on a freighter Attachments should Include the pro forma InVOice
and Instructions for the supplier ThiS step IS generally only taken once the letter of credit, If
needed, has been confirmed

7 The supplier Will contact the overseas TCFB agent who Will negotiate freight shipment and
confirm a bookmg Then TCFB Issues a "Certificate for Ocean Freight," copies of which go
to the supplier and Importer, to signify that the shipment has been arranged

8 At thiS phase an Importer would obtain any speCial Import permits that may be relevant For
example, the Import of firearms requires approval from the MInistry of Home Affairs,
pharmaceuticals from the Pharmaceuticals Board, plants and animals from the Ministry of
Agnculture, explosives from the MInistry of Energy and Mmerals, food products from the
Ministry of Health, communications equipment from the Tanzania Communications
Commission, and agncultural chemicals from the Tanzania Research Institute The
Issuance times for these permits vary

9 Next, an Importer would apply to the Bank of Tanzania for an Importation clearance, which IS
required for all goods valued above US $5,000

10 Next, the Importer would complete a "Pay m Slip" and pay the SBE fees at any commercial
bank Most Importers pay at the National Bank of Commerce, however, because Customs
uses thiS bank The bank then certIfies the SBE and Pay m Slip as paid

11 Next an Importer would present his or her manifest to NASACO, usually thiS IS done once
the shipment has landed NASACO Will emboss the bill of lading, which IS Issued by the
shlppmg agent at the port of ongln, or Issue a delivery order that Signifies release

12 The Importer now obtams a Declaration and Disposal Order (0&00) from the Tanzania
Harbours Authonty, thiS form can be obtained for Tsh 300 (US $ 4)

13 Next, Customs communicates an acknowledgement that all of the necessary documents
have been lodged

14 The Importer next goes to the Customs "Long Room" to have the documentation checked by
Customs officers If there IS a difference between the CRF and the amount paid, the
difference In duties Will be paid In the long room

(Note In the past two years, THA and other offiCials are no longer reqUired to participate In
thiS document checking process at the Long Room)

The follOWing documents should be presented

• Import Declaration Form (from Customs),
• the bill of lading (embossed by NASACO),
• commercial inVOiCe,
• Clean Report of Findings (from SGS),
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• Pay In Slip (from a commercial bank),
• Ocean Freight Certificate (from TCFB),
• Single Bill of Entry (from Customs),
• a packing list (reqUired only If there IS an Importation of multiple Items by the Importer),
• specialized Import permits reqUired, If any, and
• the Disposal & Declaration Order (from THA)

15 The Importer next proceeds to the THA wharf where port charges are assessed and
documents such as the bill of lading and ship's manifest Will be re-examined The port
charges should be paid at this time These charges Include wharfage, storage, and
handling fees The THA Will notify the Importer when the cargo can be moved

16 At this Juncture, the Importer checks With THA to see If port-handling equipment IS available

17 Next, an Importer Will accompany a Customs agent to the shed or the yard to Identify the
cargo Customs Will then either physically Inspect the cargo and compare It With the SSE
already Issued or let It pass Once satisfied, Customs Will print a release order At this time,
a THA clerk, THA security agent, and a state security agent Will normally be present
However, only the Customs agent has the responsibility to discharge the shipment

(Note Since 1996 Customs has Introduced a random Inspection system, and customs
officials suggest that presently 65% of goods pass through the port Without being physically
Inspected The Department of Customs' target IS to Inspect only 5% of Imports While It IS
not meeting ItS target of letting 95% of goods pass through Without inSpection, Customs
officials report that the number of containers physically examined has decreased
dramatically since 1996 )

18 The Release Issued by Customs should then be taken to the THA along With the truck
registration, truck driver's license, and the D&DO THA security Will check to ensure that the
truck and loading list numbers match If the numbers match, a gate pass Will be Issued
Once a gate pass IS obtained, a loading list IS prepared to determine which cargo can leave
the port

19 At this Juncture the truck may enter the port area to be loaded

20 Upon loading, the truck passes to a checkpOint At the checkpOint, a Customs guard
examines the D&DO and the numbers on the truck and containers, and ensures that the
duty has been paid The THA then examines the loading list, the driver's license, and
checks to ensure that the truck and container numbers match those listed on the gate pass
Finally, THA security checks the gate pass and then collects It

21 Now the cargo can leave the port area and be delivered to the Importer

Figure 41 compares Tanzanian Import speed to that of several other countries
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Export Process The c1eanng of exports IS more streamlined than the process that eXists for
Imports The following steps are necessary for most transactions

1 The exporter will open a letter of credit at a commercial bank

2 The exporter obtains any specialized export permits reqUIred such as phytosanrtary
certificate for plant exports, veterinary certificate for ammals, European Umon certificate for
fresh seafood, and sectoral permits for coffee, cotton, tea, timber, tobacco, minerals, and
cashews Depending on the country to which the good IS being exported, pre-shipment
inspections and certificates of ongln may also be required The length of time It takes to
acquire these certificates vanes from agency to agency

3 Next, the exporter obtainS a blank "Standard Shipping Order" from NASACO and completes
It

4 ThiS Order IS then submitted to TCFB TCFB's role IS to nominate a ship to use for
transporting the export goods and establish the rate charged for shipment The exporter
books space for the shipment with rCFB by filling out Form CBOI001

5 The next step IS to have the TCFB stamp the Standard Shipping Order and obtain an
"Export Cargo Confirmed Sooklng Note" from the TCFS The TCFS charges a fee of 0 5%
of the freight costs for thiS Note

6 At a later time, the exporter should then return to NASACO to determine If space IS available
on the ship At thiS Juncture, an exporter Will have NASACO sign the Confirmed Booking
Note, which shows that NASACO accepts the booking

7 Next the exporter prepares the SSE form, there IS a fee of Tsh 500 (US $ 7) for the form

8 Now the exporter goes to the Export Section of the Long Room where the documents Will be
examined and any relevant export taxes must be paid

(Note Since 1996 "traditional products," such as handicrafts and certain textiles, are no
longer taxed for export )

9 Now the exporter proceeds to the port where the THA Will assess port charges The port
charges should then be paid

10 Next the exporter loads the cargo at the port under the supervision of Customs and the
THA Most exporters pack the containers at the port since all exports are Inspected and
cargo loaded at a factory Will be opened and Inspected anyway However, cargo can be
Inspected at an exporter or shipper's faCIlity and sealed with a Customs or shipping line
seal Cargo must be In the port area two days pnor to the date of a ship's departure

11 After thiS, the captain or chief officer of the ship must endorse the shipping order and Issue a
Signed receipt for the shipment

12 ThiS certified shipping order, referred to as the "Mate's Receipt," IS then submitted to
NASACO where a bill of lading Will be prepared
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13 Then the goods are loaded for transport and the ship departs

In general, freight forwarders suggest that export documents be prepared at least one week
before the ship arnves and cargo should be loaded two to three days before the ship IS
scheduled to depart

EXCise Taxes EXCise taxes are assessed on cigarettes, soft drmks, alcohol, cosmetics and a
few other Items that are considered lUXUries There are both ad valorem and specific rates
dependmg on the product

Wharfage Fees There are several fees assessed by the THA for wharfage and handhng
The major fees are as follows

Local wharfage
1 5% of CIF for Imports
1% of FOB for exports

Local handling
Loose cargo Imports =US $4 per harbor ton (HIT)
Loose cargo exports =US $3 5 per HIT
1'X20' contamers (Import and export) =US $180 per Unit
1'X40' contamers (Import and export) =US $360 per Unit
Removal =US $1 per HIT

Local storage
First seven days free
Next 30 days - loose cargo =US $1 per HIT

- 1'X20' = US $ 20 per day per Unit
- 1'X40' =US $ 40 per day per Unit

Thereafter -loose cargo =US $1 5 per HIT
- 1'X20' = US $ 27 per day per Unit
- 1'X40' =US $ 54 per day per Unit

TranSit wharfage
1 25% of CIF for loose Imports
1% of FOB for loose exports
1'X20' contamers (Import and export) = US $240 per Unit
1'X40' contamers (Import and export) =US $420 per Unit

TranSit handling
Loose cargo Imports =US $3 5 per HIT
Loose cargo exports =US $3 per HIT

TranSit storage
First 15 days free
Next 30 days -loose cargo = US $1 per HIT

- 1'X20' = US $ 20 per day per Unit
1'X40' = US $ 40 per day per umt
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Thereafter -loose cargo =US $1 5 per HIT
- 1'X20' =US $ 27 per day per Unit
- 1'X40' =US $ 54 per day per Unit

Transshipment
Loose cargo =08% of CIF

Transshipment handling
Loose cargo =US $4 per HIT

Transshipment storage
First 35 days free
Thereafter - 1'X20' =US $15 per day per umt

- 1'X40' = US $ 30 per day per Unit

AnalysIs

Issues

Tanzama's Import/export procedures have Improved to some extent In recent years Major
Improvements noted by Customs Include

• adopting the ASYCUDA system,
• introducing a Single Bill of Entry,
• moving to a random inspection system,
• uSing only one PSI company, which has lessened the number of conflicts over valuations,
• having PSI containers come to the port With an SGS seal,
• beglnmng to computerize Customs operations,
• Improving Customs clearance times,
• increasing coordination among some of the agencies Involved, and
• Customs accepting computerized shipping mamfests (as of December 14, 1998)

Yet more work remains Altogether there are more than 20 steps and eight orgamzatlons
Involved In clearing Imported goods The level of coordination between the various agencies
has Improved since 1996, but It IS not efficient The Implementation Team examined problems
In the system and developed solutions, but they suggest that their efforts to change some
problems are "hindered by the institutional policy, structural, or administration framework of the
institution Involved,,2 Also, offiCials Involved In the clearance process note that prevIous reform
efforts were stifled by a "lack of coordination and seriousness by the stakeholder institutions ,,3

DUring the second assessment miSSion In December 1998, the work of thiS team had all but
stopped Further, some of the recommendations Included In the 1996 Roadmap and thiS
assessment report relate directly to the highly sensitive Issue of privatizing or abolishing some
of the state-owned compames that retain their monopoly over certain Import/export functions
To date, the government has made no attempts to end Its support of the state-owned
monopolies Involved In the Import/export process

2 Progress Report on ImplementatIOn of Import Clearance Process Improvement, 1998, pg 2
3 Ibid, pg 7
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Some enduring shortcomings In the Tanzanian Import/export clearance process are outlined
below

• The length of time It takes the average shipment to clear through Customs procedures In
Tanzama IS a matter of debate Currently, freight forwarders report that It usually takes
about two or three days to gather all of the forms and information that are required before
starting at the Long Room Once at the Long Room there IS an average delay of one to
three days while documents are checked and duties are paid After finishing with the Long
Room, freight forwarders report average delays of two days to phySically get goods out of
the port Cleanng agents and freight forwarders note that the average shipment Incurs three
days of demurrage charges Given that there IS a seven-day grace penod for storage at the
wharf In Dar es Salaam, thiS IS a good indication that most shipments face more than a
week to be processed once they have arrived In port Altogether, the typical delay, If no
unusual problems are expenenced IS seven to ten days, say Importers Cases of goods
held up for as long as SIX to eight months were reported, as were examples of rather qUick
clearances

Tanzania's average of seven to ten days IS stili not competitive by world standards, and
pales In companson to the International benchmark of Singapore where the Import
clearance process IS 15 minutes Several other countnes In the region, such as Mauntlus,
Namibia, and South Afnca, clear cargo In one to two days Further, some cntlcs note that
the volume of trade coming Into Dar es Salaam has decreased In recent years, thereby
making It easier for Customs to qUickly process a reduced amount of cargo

• The Involvement of four major government agencies greatly adds to the complexity and
slowness of clearing Imports and exports In Tanzania Part of why c1eanng Imports In
Tanzania IS time-consuming IS because of the need for an Importer to collect numerous
documents and have them examined by several government entities Documents can not
be downloaded from the Internet, and Importers must collect and deliver them In person
GIving exclUSive responsibility for transport and harbor operations to government owned
agencies limits the chOIce of companies Tanzania's parastatal companies are Widely
perceived to be less effiCient, technologically disadvantaged, and more poorly capitalized
than their private sector counterparts It IS unclear why the GoT stili finds It necessary for
government agencies to retain a monopoly over what are commercial operations In much of
the rest of the world THA, Customs, NASACO, and TCFB all have powers to regulate and
control, based on their monopoly nghts and their status as government agencies, and thiS
power adds layers of duplicative and binding checks on the Import and export process

The TCFB has the exclUSive nght to reserve cargo space and the TCFB or ItS overseas
agents must arrange the shipment of all Tanzanian Imports Importers that do not book
cargo With the TCFB are subject to a penalty of 15% of the FOB value of the goods
Because TCFB has retained ItS monopoly status, the follOWing observation, wntten In 1996,
remains relevant "TCFB represents an additional step In the process ThiS must be
balanced by TCFB Internal reports which Indicate that through ItS pooling of shipments and
negotiations With shipping lines, the TCFB has managed to reduce shipping rates for
Tanzania The TCFB reports savings of more than 50% on shipments from the UAE and
Germany, for example Despite these reported savings, many bUSiness people argue that
the TCFB's monopoly IS no longer necessary and that the organization unnecessanly adds
to delays In the current process"
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NASACO, which IS the sole agent for all foreign flagged ships which service Tanzania,
received similar cntlclsm NASACO also enJoys monopoly status, as the agency must be
used for all export shipments, and there has been no change In this situation since 1996
As such, the responsibilities of NASACO and the TCFB are stili "similar and partially
duplicative"

• The number of steps remam high for an efficient customs process Eliminating some of the
actors In the process would result In a greatly Simplified process Assuming that the same
actors remain, however, the following steps and duplicative checks can stili be eliminated

• requiring Importer to obtain an Importation Certificate,
• filling In the Pay In Slip, as the SBE can be stamped to signify payment of fees,
• requiring NASACO to stamp the bill of lading,
• uSing the 0&00,
• paYing port charges directly to THA Instead of Customs,
• requiring a THA clerk and secunty guard to oversee the Identification of cargo along With

a Customs agent, and
reqUlnng THA guards to double check Customs Releases when a truck arrives to
transport goods

• The Tanzanian Import/export clearance process Involves the movement of many documents
through many different offices, and It IS difficult to pinpoint where the most Significant delays
occur Different actors Involved blame one another for delays, and offiCials from Customs
and TCFB have noted that at present THA has been qUite slow to embrace new changes In
the system Some mid-level offiCials and bUSinesspeople have suggested that the top
offiCials In the agencies Involved have not commUnicated effectively and thus have all but
stopped the progress of the Implementation Team Others say that the Team has failed to
take advantage of ItS mandate to Implement ItS proposed recommendations Several public
offiCials suggest that ineffiCient or Incompetent freight forwarders and cleanng agents also
cause delays At the same time, these agents are licensed by the Customs Department,
which could suspend the licenses of the poor operators Customs also notes that revenue
evasion by Importers persists and reqUires Vigilant Inspection of documents and, In some
cases, consignments Freight forwarders and cleanng agents state that Simple delays are
not eaSily resolved and frequently necessitate the intervention of overburdened senior
Customs, THA, NASACO, or TCFB offiCials

BUSinesspeople suggest that Simple misunderstandings related to Import procedures or
paperwork are qUite difficult to clear up In a straightforward and timely manner Importers
often need to follow-up With the movement of a consignment through Customs and
problems are often raised In a piecemeal fashion, thereby causing delays Further, when
problems anse, some In the private sector suggest, government agencies are bad at
working With each other to solve a disagreement

• In 1996 It was reported that five to ten bribes were required for the processing of each
shipment While recent Interviews indicate that the inCidence of bnbery has lessened, the
phenomenon has not disappeared altogether and corruption remains a concern Some of
the 1996 Roadmap analySIS on thiS Issue IS stili salient "As In any complex and lengthy
process, there IS incentive to try and beat the system to reduce delays as much as possible
Due to the high demand for faster services, pnonty IS often given to the highest bidder ThiS
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IS particularly true for the movement of containers by the THA, and IS exacerbated by the
lack of adequate port equipment Payoffs are typically not required for officials at the TCFB
or NASACO"

• According to Customs only 35% of shipments are physically Inspected today, down from
90% In 1996 Private sector sources suggest that although the percentage of shipments
physically Inspected has declined It may be higher than the 35% quoted by Customs These
changes have been the result of signing a PSI contract with only one firm, and moving to a
random inspection regime Customs has stated that It currently re-assesses valuations on
only 1% to 5% of all shipments In the past, the percentage was much higher

• Importers assert that Customs stili Inspects more often than need be and too often Ignores
an SGS valuation In favor of assigning a higher tanff rate to a shipment Within the PSI
contracts, there IS a provISion that allows for the establishment of an Appeals Board to
resolve disputes over valuations ThiS Board IS not operational, however

• Clearing exports IS a simpler and faster process Exporters said that clearing exports could
vary between one to four days, although some reported that a one-week delay IS not
uncommon As noted In 1996, "while obViously better than the Import process, these delays
are stIli not competitive by International benchmarks The export clearance process IS
slowed by the fact that all exports are examined, which IS unusual by international
standards In addition, SIX of the [then] 14 steps Involve the TCFB and NASACO -- In other
countries with open competition In shipping, these SIX steps would normally be consolidated
Into one"

• There are a number of speCific procedural Issues that Impact negatively on the speed and
~efficlency of the clearance process In Tanzama Some of these observations were noted In
the 1996 Roadmap, Including the follOWing

Customs refusal to accept faxed documents,
penodlc shortages of Customs forms,

• Customs refusal to accept checks from even reputable compames ThiS creates a
system of cash-based payments which encourages corruption,

• Customs refusal to accept entries before the ship's mamfest IS received,
• triple examination of the gate pass to leave the port, and
• the THA operates on a 24-hour basIs but Customs does not

Recommendations

The number of agencies and steps need to be minimized to streamline the Import/export
clearance process At the very least, a higher level of coordination should be established The
recommendations proposed reflect a conclusion that NASACO, THA, and TCFB be privatized
altogether or at least and be made to compete with pnvate companies to encourage greater
effiCiency In the Import/export process The follOWing speCific recommendations are proposed

• Both the public and private sectors agree that clearance times have Improved over prevIous
years, but clearly there IS a lack of consistency In the admlmstratlon of the process
Customs should be supported and held accountable for ItS efforts to meet ItS targets of
c1eanng goods Within a matter of days, and additional tralmng and streamlining should be
undertaken to make these goals a reality The heads of the agencies Involved should set a
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clear timetable for achieving the Implementation Team's goals and demonstrate some
ownership over the process Further, frontline staff should be trained, empowered, and
made responsible to the POint where Simple discrepancies can be qUickly resolved Without
the direct Involvement of senior offiCials

• Private sector participation would Introduce greater Incentives for goods to be shipped more
qUickly and eaSily for less money Further, open competition would give the Tanzanian
pnvate sector a range of chOices, thereby increasing ItS fleXibility and boosting Its
competitiveness internationally Finally, Increased pnvate partiCipation In the Import/export
clearance process would ease the regulatory burden on the government and encourage the
Inflow of needed capital and technology

As noted In 1996, "If the savings being realized through the TCFS are true It IS likely to retain
a strong and loyal market Opinion from the private sector on the real savings being brought
about by the TCFS, however, IS mixed Therefore, It IS recommended that the use of the
TCFS be voluntary and that competition be allowed"

Similarly, It IS recommended that the NASACO monopoly be abolished If ItS services are as
valuable as NASACO offiCials have stated, the shipping organization should be able to
compete on the open market

As observed In 1996, "the problems experienced With port handling have been rapidly
solved In many countries by the pnvatlzatlon of port handling operations ThiS would allow
for more effiCient and less expensive services, as well as encourage Investment In new
equipment At minimUm, the GoT should conSider contracting out some portion of the port
operations"

• The GoT should shift regulatory authOrity to Customs alone, thereby streamlining the
Import/export process and redUCing the number of checks and counter checks on Import
procedures Sy tasking only one regulatory agency With checking the validity of documents,
approving the movement of goods, and collecting government fees and revenue, the
number of steps currently reqUired could be lessened

• The Implementation Team's efforts to Increase coordination among the government actors
Involved In clearing goods should be supported and advanced The top managers from the
agencies Involved should become more Intimately Involved In the Team's work, and ItS
mandate should be clanfied If the team IS not fully exercIsing ItS mandate, leadership
changes or outSide support should be conSidered Other steps should be taken to restart
the process and move more deliberately and qUickly toward Implementing meaningful
changes Clear, Simple, and comprehenSive gUidelines for the procedures should be Issued
to all Involved, and additional training of Customs, THA, NASACO, and TCFS offiCials IS
recommended so that disputes among them can be minimized Further, when a problem
With a transaction arises, Customs offiCials should explore the case In ItS entirety so that the
Importer can fix all of the problems at once, thereby minimizing delays and frustration

Relatedly, If Incompetent freight forwarders and clearing agents are a source of confUSion
and delay In the Import/export process, the CommiSSioner of Customs, who licenses freight
forwarders and agents, should suspend the licenses of the most gnevous offenders If clear
licenSing requirements and tests of procedural aptitude are not currently available, the
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Customs Department should develop them to support the effective licensing of the agents
which the government requires that Importers use

• To eliminate rent-seeking opportunities and revenue evaSion, the number of actors and the
compleXity of the system should be addressed The Department of Customs should Issue
clear and binding gUidelines to the pnvate sector explaining the process and clanfylng the
dependencies that may cause delays Because Importing and exporting are highly tlme
senSitive actiVities, the Incentive for Importers to offer bribes to circumvent a time-consuming
and cumbersome process should be seriously addressed at the highest levels of
government Bribing a government offiCial and receiving a bribe are both Illegal In Tanzania
already, so effective enforcement should be pursued The government should Introduce a
serious and effective mechanism for Identifying and prosecuting corrupt offiCials and
Importers

• Given that most Imports undergo pre-shipment inspection It IS recommended that Customs
continue to refine ItS random inspection system As noted In 1996, "Imports that have
undergone pre-shipment inspection should be allowed to pass through an accelerated
'green channel' ThiS would allow Customs to focus ItS phySical inspections on products,
countries, and Importers that are considered most likely to try evading taxes or Import
dangerous or Illegal Items II

• It IS recommended that a functional appeals board on valuation Issues, as spelled out In the
PSI contract, be made operational

• To help speed the flow of exports, It IS recommended that the TCFB and NASACO
monopolies be ended and that competition be allowed It IS also recommended that the
random Inspection system be Improved upon to reduce delays, damage, and pilferage of
export products

• Several of the speCific 1996 procedural recommendations remain valid for conSideration

• One basIc 1996 recommendation stili holds "Customs should accept faxed documents
In Namibia, the acceptance of faxed documents has eased the process Without causing
any Increase In Illegitimate actiVities"

• Customs should address the periodiC shortage of Customs forms by expanding
production runs and allOWing licensed freight forwarders to reproduce the forms When
pOSSible, Customs should also post ItS forms on the Internet If Importers and their
agents could have easy access to the forms, thiS would speed up processing time and
shift the monetary and time cost reprodUCing the forms to the private sector

• Given the liberalization of the Tanzanian bankmg sector and common practice
elsewhere, Customs should accept checks from reputable companies and cashiers or
bank checks from unknown companies A reliance on cash mcreases the opportunities
for corruption or theft

• To streamline the process and conform to world standards, Customs should accept
documents prior to the ship's manifest being received
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• As suggested In 1996, "the tnple gate examination of Imports by THA and Customs
should be ended as It IS excessive and provides further opportumty for petty corruption"

• While the THA operates on a 24-hour basIs, Customs officials only work dunng the day
Many other countnes have Instituted two or three Shift, round-the-clock Customs
operations that have significantly lessened delays

4 2 Bonded Warehouses, Agent Licensing, and Duty Drawbacks

Three other Issues affect the Import/export process In Tanzama These are bonded warehouse
schemes, Import/export licenSing, and duty drawbacks programs

Bonded Warehouses

There are 100 bonded warehouses currently In operation In Tanzama down from some 300 In
prevIous years Most of Tanzama's bonded warehouses were closed down early In 1996 for
Illegal actIVIties

Aoollcatlon Process In order to operate a bonded warehouse, an applicant must fill out a form
and submit It to the Commissioner of Customs DraWings that Illustrate the bUilding deSignated
as the bonded warehouse should be attached The CommiSSioner apPoints an Inspector to
ensure the secunty of the faCIlity There must be only one door With two locks - a customs lock
and an operator's lock Getting permission to run such a warehouse takes about three weeks

Bonds can be obtained from a commercial bank or the National Insurance Corporation The
amount of the bond vanes depending on the amount of goods that can be stored In the bonded
warehouse at any given time There are several types of bonds that are reqUired For the
secunty of goods In the warehouse, Form CB6, "General Bond for the Secunty of Warehoused
Goods," IS filled out For the removal of goods from the port to the bonded warehouse, Form
CB3 "Bond for the WarehOUSing of Goods or Removal of Warehoused Goods" IS filled out For
exportation of goods from the warehouse, Form CB4 IS filled out Forms CBB and CB4 are used
for goods being transshipped to another bonded warehouse

Operational ReqUirements Every bonded warehouse IS Issued a number The operator of the
warehouse IS reqUired to display thiS number In large numerals outSide the warehouse The
warehouse should also have a small office furnished With a table and chair for Customs offiCials
The Customs Department prOVides a lock and the operator must contact a Customs officer each
time the bonded warehouse IS vIsited When an operator closes a bonded warehouse, an
Inventory of goods In the warehouse must be prepared The annual fee for a bonded
warehouse IS Tsh 500,000 (US $740 7)

Customs Agent LicenSing

Application Process A prospective customs agent must submit an "Application for New
Customs Agent License" to the Commissioner of Customs There IS no fee for the form but
there IS a registration fee of Tsh 1,000 (US $1 5) A panel consisting of representatives from the
Mlmstry of Industnes and Trade, Customs, THA, NASACO, TCFB and the Tanzama Freight
Forwarders ASSOCiation conducts interviews With all applicants Prospective customs agents
must be familiar With customs polices and must demonstrate proof of a bUSiness premises, a
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business license, and a tax clearance certificate The panel meets annually usually In
November and December to conduct ItS interviews of applicants

Once the applicant completes the interview, he or she must deposit Tsh 3 million (US $4,4444)
In a commercial bank to cover a security bond In December of 1994, this deposit requirement
was Tsh 10,000 (US $148) In January 1995, It was raised to Tsh 10 million (US $14,8148)
After an outcry from the Tanzama Freight Forwarders ASSOCiation, It was reduced to Tsh 3
million A license fee of Tsh 110,000 (US $1630) IS also required Because the panel only
meets two months each year, delays for becoming a licensed clearing agent can be up to one
year

There are 500 customs agents In Tanzania, however, only 132 are formally licensed since most
refuse to post the bond amount required

Duty Drawbacks

Tanzama has a duty drawback system, which IS available to exporters of 56 various products

Application Process Exporters should fill out and submit an application form to the
Commissioner of Customs This form IS available at no cost Attachments should Include
foreign Input composition of the exported product as well as the taxes and duties payable on the
Imported Inputs The Input/output coeffiCient for each product IS determined Customs offiCials
state that the registration process generally takes approximately three to four days

Operational ReqUirements To obtain refunds, exporters must submit a form entitled "Claim for
Duty Drawback" Exporters must also Include the follOWing documents

• Customs Import entry form,
• Customs sales tax entry,
• bill of lading,
• commercial inVOiCe, and
• copy of "Pay In Slip" from the National Bank of Commerce demonstrating the export

proceeds realized

The Department of Customs Will then submit these documents to the Mlmstry of Finance to
request that funds be released

AnalySIS

Issues

• The administration and momtorlng of the bonded warehouse program relies on phySical
controls, including the dOUble-key lock and on-site presence of Customs agents when goods
are transferred The utilization of the double-key system means that the Customs officer
must be present to search inventories, If the officer IS absent, Importers are delayed In

unloading goods
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• As noted In 1996, "the requirement for a Tsh 3 million (US $4,4444) cash deposit for
licensing customs agents IS stIli considered too high by the Freight Forwarders Association
The delay In obtaining a customs agent license can be lengthy, depending on when the
application IS submitted, since the panel only meets at the end of the year" At the same
time, Customs officials suggest that most delays are caused by clearing agents, some of
whom operate without a license, who do not properly process the paperwork Involved

• Tanzania's duty drawback scheme does not seem to be working as anticipated Customs
officials state that not as many companies take advantage of the program as expected A
1996 Roadmap critIque suggested that "the main constraint with the duty drawback system
IS that the funds allocated for the program are Insufficient Delays of more than one year are
typical Few companies are making use of the system Several other companies are
eligible for drawbacks but have opted out of the program because of the extreme delays"

Recommendations

There has been little change In the administration of bonded warehouses, clearing agent
licenSing, and the duty drawback scheme since 1996 Thus, many of the specific 1996
recommendations, quoted below, remain valid

• "In the long-term, It IS recommended that the GoT move away from the phySical controls to a
more sophisticated paper control system In bonded warehOUSing In the short-term, It IS
recommended that the GoT require only one annual bond as IS typical In many bonded
programs globally"

• "The Customs Department should streamline the applicatIon process for freight forwarding
licenses by haVing the interview panel meet more than once per year GIven the high
percentage of freIght forwarders who are refUSing to raise the performance bond, a new
approach may be necessary It IS therefore recommended that the GoT consIder a smaller
performance bond but a more stringent set of penalties for freight forwarders who engage In
Illegal activities"

Further, Customs should Increase the effectiveness of ItS enforcement mechanisms and do
a better Job of controlling fraudulent or Incompetent freight forwarders and c1eanng agents
It IS recommended that the Customs Improve ItS regulation of cleanng agents and suspend
the licenses of those who are not capable of competently performing their Job

• As reported In 1996, "the slow payments In the duty drawback program played a cntlcal part
In the downSIZing at Sunflag and the closure of Morogoro Canvass Both companies had
strong overseas demand but were uncompetltlve In part due to the unreliability of drawback
refunds For the system to be effective, payments need to be prompt"

ConSidering that the development of export Industnes IS an Important aspect of Tanzania's
economic growth strategy, the duty drawback program deserves greater attention from GoT
policy makers Export Industnes face competitive markets and have a high level of fleXIbility
In determmlng their country of operation

Some speCific suggestions for Improving the duty drawback system were first offered In
1996
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• "Increase the duty drawback budget level This approach would require no change In

the current procedures but would likely be the most difficult financially for the GoT

• Modify the Remission Certificate program to allow exporting firms to be exempted not
only from [VAn but also Import duties While this approach would be the most complex
to Implement, It has a number of advantages First, because the TRA IS already
momtorlng the Remission Certificate program on an audited basIs, the program could be
extended to exempt and mOnitor [VAn and Import duties Simultaneously Second,
because most firms utiliZing the drawback program also hold RemiSSion Certificates, the
number of agencies and paperwork faced by exporters would be decreased

• Given the GoT shortage of funds, a third option IS to allow exporters to use duty
drawback refunds owed as credit toward tax liabilitIes For firms, which are In net tax
loss Situations, these tax credits could be sold to other businesses Similar programs
have been successful In India and Uganda"

4 3 Acqulrmg Foreign Exchange and Repatnatmg Profits

Controls over foreign exchange transactions In Tanzania have been considerably liberalized In

recent years There are no controls or ceilings on Interest rates Investors no longer have to
register their Investments With the BoT and a CertifIcate of Registration of Exporters IS no longer
required

Application Process The BoT approves all overseas loans that exceed 365 days In length,
approval IS not required for short-term loans In order to apply for an overseas loan, an
applicant must approach the BoT via a commercial bank The loan proposal IS submitted by the
commercial bank to the BoT Foreign companies must present a tax clearance certificate,
which they obtain through their commercIal bank The BoT then reviews the terms of the loan
As part of the reView, the Investor must submit a business plan and an estImate of future foreign
exchange earnings A copy of the loan agreement IS submitted to the bank and It should
Include a proposed repayment schedule The delay In obtaining loan approval IS approximately
one month The BoTs Internal process IS two weeks In general, two additional weeks are
needed to obtain the requIsite supporting documentation such as the tax clearance certificate
The BoT rarely rejects applications outnght but It may require negotiation of a lower Interest
rate

There are no restrictions on repatriating profits In Tanzania According to the 1997 Investment
Act, "a bUSiness to which the Act applies shall be guaranteed unconditional transferability
through any authOrized dealer bank In freely convertible currency of

• net profits or diVidends,
• payments In respect to loan servicing where a foreIgn loan has been obtained,
• royalties, fees, and charges related to a technology transfer agreement,
• the remittance of proceeds If a bUSiness IS liqUidated, and
• emoluments and other benefits paid to foreigner personnel In Tanzania employed by the

firm"
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AnalysIs

Issues

The Government of Tanzania has taken Impressive steps m recent years to liberalize ItS
bankmg regime

• As noted In 1996, "The need for BoT to review the terms of an overseas loan application IS
questionable given that, accordmg to BoT officials, the review IS conducted primarily for
statistical purposes and to protect busmesses from agreemg to high mterest rates"

Recommendations

It IS recommended that the BoT terminate ItS review of loan applications as It delays the overall
process The BoT should recognize that It IS the responsibility of the mvestor to arrange a
competitive loan package and not the central bank If the BoT dlvmes a real need for thiS type
of review on behalf of Tanzanian companies, It should offer ItS assessment of overseas loan
terms only to mterested busmesses and charge a fee
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Conclusion and Next Steps

5 1 The Context for Further Change

Tanzama has made slgmflcant strides since the early 1990s In Implementing wide-ranging
macroeconomic reforms It has liberalized ItS foreign exchange market, tightened monetary
policy, cut government spending, pnvatlzed some inefficient state-owned enterprises, brought
Its trade regime largely In line with world standards, and Improved service delivery within some
public agencies After years of negative economic growth, Tanzama's GDP has grown at
between 2% to 5% per year since 1991

But the transition from a highly controlled market IS far from complete While the overall
regulatory and administrative environment for new bUSiness In Tanzama has Improved In recent
years, It stili falls short of what many Investors have come to expect, and of what will faCIlitate
high levels of foreign and local pnvate Investment While Tanzania has made major strides In
crafting legislation to attract Investment and increasing transparency, It has not completed the
transformation that so many governments are now addressing the transformation from
regulator to service proVider Projects like the Tanzania Investor Roadmap have made
slgmficant specific and Indirect contributions, but more work needs to be done to rationalize the
country's regulatory regime and ultimately grow indigenous bUSiness and attract needed Inflows
of capital, expertise, and new technology

Tanzania's procedural barriers are stili enough to make some Investors look elsewhere,
especially when compansons are made to other countnes Many regulations and procedures
significantly Increase the cost of conducting bUSiness In Tanzania and thereby make the
Tanzanian bUSiness community less competitive than ItS global rivals Endunng problems with
corruption, conflicting and confusing regulations, and high production costs negatively affect
Investors' assessment of Tanzama as an Investment destination Given Tanzania's problems
with Inadequate Infrastructure, key skill deficits In the labor pool, Inflation, limited domestic
credit, and Instances of corruption, these regulatory shortcomings must be addressed to make
the Tanzanian economy competitive Tanzania IS In direct competition for a shnnklng amount of
international and regional Investment capital With other Afncan states, and Indeed countnes
worldWide, many of which are fast Improving their Investment climates Given the many factors
that Influence Investment flows beyond ItS control, the Government of Tanzania should do as
much as It can to reform ItS regulatory environment and thereby make Tanzania a safer, more
lucrative, and attractive home for local and foreign Investment

5 2 Lessons Learned

USAID's Investor Roadmap for Tanzania has been an unqualified success In several areas
The project IS very well known and understood In both the public and pnvate sectors Many In
the pnvate sector reference the project when talking With government offiCials and use It as a
yardstick to measure government progress In meeting targets for Implementing Improvements
Despite the technical nature of the Roadmap report, many In both the public and private sectors
expressed a deSire to have a copy of the document two years after It was first Issued The need
for change Within the government and the validity of the Investor as a "customer," or user of



Chapter 5 - Conclusions and Next Steps

public services, have been accepted among many cIvil servants Through the Roadmap
project, the major problems within the Tanzanian regulatory

regime have been clearly and succinctly Identified, and both the business community and the
public sector have validated these Issues Further, many public servants have used the
Tanzania Investor Roadmap as a blueprint for understanding the concerns of the citizenry and
Implementing changes

The Roadmap also launched some Intensive process Improvement efforts, described In other
documents, related to four key problem areas, including processing self-employment and work
permits, clearing Imports and exports, acqUiring and surveYing land, and processing site
development and other requests at the mUnicipal level

From this foundation for regulatory reform, a number of concrete, POSitive changes have
resulted As noted, the major changes Include the following

• A new and more attractive Investment Act has been enacted Capital goods tariff rates have
been lowered and the system for qualifying for the lower rates IS more automatic The Bank
of Tanzania notes that since thiS change was Implemented the Importation of capital goods
has Increased by 9% to a total value of US $502 6 million, "Signaling that the process of
capital formation IS on the Increase"

• Law guarantees the nght to five expatnate employees Without extensive scrutiny

• The less than effective Investment Promotion Centre (IPC) has been replaced by a new
agency, the Tanzania Investment Centre (TIC) The TIC departs from ItS predecessor In ItS
emphaSIS on facIlitating and registering rather than screening and regulating Investment As
a result, the Centre IS closer to becoming a one-stop shop for Investors and It Issues
Certificates of Incentives much more qUickly Through the commitment of liaison officers,
commUnication between the TIC and the Department of Immigration, Registrar of
Companies, Ministry of Lands, and Department of Customs has Improved These changes
have successfully addressed many of the Roadmap recommendations formulated In 1996
Project approval rates have Increased since a low ebb In 1995/96

• The Department of Immigration has made significant progress In Improving ItS Issuance of
Permits for Investors and expatriate employees Changes Include creating a "green
channel" for TIC certified Investors, making the application procedures more transparent,
and eliminating some submission requirements As a result, a process that used to take
months now takes weeks or even days

• ImpOrt/export procedures, one of the most complicated process areas In Tanzania, have
Improved Through the establishment of a multi-agency working group, Tanzania has
Introduced a Single Bill of Entry, a reduced the number of goods reqUired to get a Pre
shipment Inspection, Instituted a random Inspection system, adopted the ASYCUDA system,
and computenzed some Customs operations As a result, average Customs processing
times, while stJIllengthler than deSired, have fallen by several days

• Some agencies have recently completed, or are In the process of so dOing, major legislative
and administrative overhauls, and as such new procedures are stili evolVing Several of
these agencies credit the Tanzania Investor Roadmap With being an Impetus and gUide for
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some of the changes now being wrought These agencIes Include the MInistry of Energy
and Minerals, the National Environmental Management Council, Ministry of Agriculture,
Bank of TanzanIa, the Department of Immigration, National SOCial Security Fund, the
MInistry of Lands, the VAT Department of the Tanzania Revenue Authority (TRA), and the
Customs Department of the TRA For those agencies currently In the process of revIsing
their administrative procedures, thiS assessment comes at an opportune time If It can
refocus the attention of policy makers on the Importance of meaningful regulatory reform
and reVISit some of the Issues raised by the Tanzania Investor Roadmap

• A few agencies, inclUding the Registrar of Companies, Internal Trade Section, Industrial
LicenSing Board, Fisheries DIVIsion, and Dar es Salaam and Mwanza City governments
have made procedural changes that Simplify the regulatory system for Investors These
changes, often modest In scope, Include merging regUlatory processes, Simplifying
application submiSSions, and Improving response times

Based on the successes and disappOintments related to the Roadmap project, some key
lessons for future Intervention In TanzanIa are noted

• Public-private dialogue and cooperation works and IS strongly deSired When the private
sector has been consulted and Involved In policy making and Implementation, speCific
problems are solved and concrete results are achieved To varying degrees, experiences In
finanCial sector, mining, and Import/export reform have borne out that the government can
work effectively and effiCiently With the bUSiness communIty to the betterment of Tanzania
people as a whole

• While Tanzanian CIVil servants are refreshingly candid about acknOWledging shortcomings In
a process of administrative system, successful, self-motivated change IS rare, espeCially
when more than one agency IS Involved The most SignIficant changes generally occurred
In areas where the consultants had In-depth interaction With the government agencies
Involved, either through process Improvement workshops or longer-term consulting These
areas Include the employment permit process, the Import/export process, and various
aspects of land acquIsition and site development In the absence of sustained and speCifiC
pressure for reform from the top echelons of government, outSide gUidance and support
seems needed to keep Implementing changes

• The TanzanIan private sector IS cautiously optimistic about the future The bUSiness
community can site examples of Improvements In governance In recent years and many
perceive that there IS sincere government Will to move forward If past successes can be
solidified, momentum renewed, and the country's remaining problems taken seriously,
TanzanIa can look froward to a bright future

• While some agencies In the GoT demonstrate a proactive attitude toward institutional and
adminIstrative change, thiS IS not a Widespread phenomenon As a whole, the TanzanIan
bureaucracy can be criticized for moving slowly to Implement certain changes, and pUblic
offiCials are Widely regarded as being unresponsive to the needs of cItizens and reSidents
To thiS day, there IS a pervasive sense wlthm the public sector that bUSiness must be tightly
controlled and mOnItored rather than faCIlitated and supported Much more tramlng and
public-private dialogue IS needed to address thiS Issue
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• Corruption, while decreasing to some extent due to the Implementation of more transparent
procedures, continues to plague commercial activity In Tanzama The GoT should redouble
ItS efforts to make many of ItS interactions with pnvate citizens more transparent, thereby
accomplishing the double objective of lessening corruption and boosting administrative
efficiency

53 Opportumtles for Future Improvement

Some broad areas where next steps should be conSidered are outlined below

• Over-regulation Despite some modest gains In reducing and liberaliZing the licensing
reqUirements placed on businesses, as a whole the Tanzanian economy remains over
regulated, In part because some key tasks related to cIvil service reform have not yet been
completed The Tanzanian landscape IS littered with public agencies that no longer serve a
meaningful purpose, vestiges of the repudiated command and control mentality that
charactenzed the early years of governance In Tanzania For example, commodity boards,
although inefficient and unable to thwart the rational, direct interaction between buyers and
sellers, stili eXist and extract fees from producers Today, many of these public agencies not
only waste valuable and scarce public resources, they also add layers of bureaucracy and
confusion that hinder the development of an effiCient and modern private sector Tanzania
needs to seriously address the structural problems that plague the government and
eliminate scores of purposeless public agencies As old structures are torn down regulatory
responsibilities Will need to be reaSSigned and streamlined

• Legal inadequaCies Tanzania's legal Infrastructure remains Inadequate to completely
safeguard and facIlitate business activity Various laws should to be harmonized, provIsions
for arbitration and securing contracts need to be drafted, dispute resolution institutions
should be staffed appropriately, and Issues of corruption and capacity In the local court
system reqUire attention Labor laws, which currently make terminating employees Virtually
ImpOSSible, need to be qUickly and comprehenSive updated The commerCial court system
IS also dysfunctional, further adding to the Insecurity of Investors Tanzania would be well
served by a comprehenSive review of ItS legal system with a focus on creating the legal
Infrastructure necessary to support a modern market economy

• InsuffiCient Investment Promotion Investment incentives are not as secure as the business
commumty would like, and the government's efforts to channel Investment In key areas have
not worked as well as expected Attracting and targeting Investment requires that fiscal and
regulatory poliCies be adjusted and synchronized Incentives for Investment In
manufactUring, tourism, and agnculture - from which over 70% of Tanzamans derive their
Income - are modest, and In many cases bureaucratic obstacles to Investment outweigh
Investment policy Further, many In the private sector are not conVinced that the TIC IS as
effiCient and effective as It needs to be to successfully champion and gUide Investors
through the unpredictable Tanzanian Investment climate The TIC IS also criticized for not
adequately knowing all the intricacies of how to navigate Tanzanian bureaucracy, promising
too much, and failing to ensure that other agencies do their part to help Investors become
operational Additionally, Increased commUnication between the TIC and the TRA are
needed to c1anfy how the 1997 Investment Act should be Interpreted Tanzania's
Investment strategy and organizational capacity should be addressed with the bureaucratic
constraints Identified In the Roadmap In view Relatedly, Tanzania should review and
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strengthen Its Investment promotion efforts and regulation regime with particular attention on
sectors of the economy that the GoT IS attempting to promote

• Too much state ownership Major portions of the economy, notably slgmficant parts of the
Tanzanian Infrastructure services and shipping sectors, remain In public hands Further,
some Investors suggest that Tanzama has yet to privatize any major assets ThiS level of
public control over the economy persists In raising concerns among Investors and
international donors about the government's commitment to liberalization Additionally,
reliance on relatively ineffiCient, cash-strapped, and technologically Inadequate state-owned
enterprises adds to the expense of production and ultimately raises the cost of dOing
bUSiness In Tanzama To make Significant progress, the GoT should accelerate private
partiCipation In ItS economy and nd Itself of the remaining publicly held compames

• Land reform process to be qUickened The Implications of a new Lands Act coming Into
effect are not entirely clear, but the process of reform In acquiring land should be momtored
The inability of Investors to get land In a timely and transparent manner remains one the
most Significant barriers to local and foreign Investment In Tanzama Tanzama faces some
senous problems In the way land acquIsition IS administered, and current efforts to Improve
procedures should be encouraged to come to frUition

• Lack of public sector understanding Finally, the government's Will to effectively promote the
growth of a healthy and Vibrant pnvate sector IS not evenly spread throughout the public
sector Momentum for meaningfUl change has been slowed by complacency, fears of
government downSIZing and economic re-colonlallzatlon, and heretofore disappOinting levels
of Investment and job creation More work needs to be done to educate public offiCials
about the cntlcal role the pnvate sector must play In developing the Tanzanian state Most
agencies are In need of customer service training programs that can shift attitudes from the
confrontational and controlling stance that typifies them today Particularly In such agencies
as the TRA, OffiCIOUS behaVior combined With an intrusive mandate can be highly frustrating
for private bUSiness Further, public offiCials need to understand their role In either
faCIlitating or frustrating pnvate sector activity and economic growth

Ultimately, each Investor Will make a deCISion to Invest based on the ease of dOing bUSiness,
the cost of Interacting With the government, security of the Investment, Input costs, and
expected profit margins of a particular location It was the goal of the Investor Roadmap to help
Tanzama Identify problems and institute the changes necessary to boost Investment and
Increase ItS regional and global competitive POSition
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