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The Norwegian Agency for Development Co-operation (NORAD) has during the period May-September 2002 reviewed its support of private sector development in major partner countries. The countries are Bangladesh and Sri Lanka in Asia, and Malawi, Mosambique, Tanzania, Uganda, and Zambia in Africa.

The aim of the reviews was to explore the possibilities of improving and expanding the support of private sector development within the guidelines given by the Strategy for Norwegian Support of Private Sector Development in Developing Countries.

The studies have been undertaken by teams consisting of an external consultant on private sector development, a resource person from the Norwegian private sector, and advisers from NORAD, Oslo, and the Norwegian embassies. The findings, interpretations, and conclusions expressed in the studies are entirely those of the teams and should not be attributed to NORAD.  

The study of the private sector in Tanzania is number 2 in the series of 7 country studies.

Executive summary

Why is Private Sector Development (PSD) needed ?

Tanzania has launched ambitious targets for poverty reduction. Its “Vision 2025” policy document spells out a goal of halving poverty by 2010, an eliminating it by 2025. The Poverty Reduction Strategy Paper (PRSP), which has been agreed with the World Bank and the International Monetary Fund, supports these goals and defines targets for increased expenditure within key priority areas such as education, health, and rural roads. 

Significant economic growth will be needed to attain the poverty reduction targets, and to finance the increased spending within social sectors. A real increase in Gross Domestic Product of 6% p.a. has been assumed for a sustained period between 2004 and 2020. Such growth rates, over such a long period, are higher than those achieved by developing Asian countries from 1984-2002. 

Following far-reaching reforms, the Tanzanian state has abdicated from much of its previous productive activities, and will continue to divest productive assets. The private sector is basically left to generate the economic growth needed to achieve the poverty-reduction scenarios. It is a nascent sector, where both managers and staff are still finding their way out of the parastatal legacy.

Which are the constraints ?

The Mkapa government, which came into power in 1995, has launched a wide-ranging set of PSD-friendly reforms. The country now has a more liberal regime for the private sector than at any time since the early 1960s, and Tanzania scores high on regional comparisons for optimism and improvement of the business framework. Recent growth figures in Tanzania have indeed been promising – at around 5% p.a., while inflation has at the same time been reduced to 4.7% p.a. (March, 2002). 

Some observers question the accuracy of the GDP figures, but even if they are taken at face value, some caution is required. Tanzanian companies still spend much of their resources on trivial problems that have to do with poor infrastructure, inefficient public service, widespread corruption, lack of skilled personnel, slow customs clearance, and intricate and constantly changing tax and levy regulations on both central and local government level. 

Most Tanzanian companies reach a ceiling for their growth as there is no capital market or corporate tradition to transform them beyond the family business model. The cost of inputs such as electricity, telecommunication, credit, transport, insurance, etc. are high, even by regional standards. Companies that introduce more sophisticated processes for manufacturing or further processing must consume progressively more of these high-cost inputs and find it hard to compete with imported goods.

Structural inefficiencies that hinder Small and Medium Sized Enterprises (SMEs) from evolving into larger companies are among this report’s main concerns. The largest companies can better deal with the problems described in this report, i.e.relating to governance on political level, and can better afford to acquire scarce human capital and other production factors.  

Is PSD assistance justified ?

Because of the obvious constraints, coupled with Government of Tanzania’s policy commitment to reform, the Team is confident that PSD support is well justified in Tanzania. Recent experience has shown that very tangible results can be achieved in a remarkably short time, when interventions are well founded. This has been the case in the financial sector, where Tanzania has developed one of the region’s most attractive foreign-exchange regimes, and attracted five well-known international banks and around 20 different second-tier banks, within less than a decade.  This has contributed to a tenfold increase in Foreign Direct Investment in Tanzania since 1990. A similar rapid development is seen within mobile telephony, where three private companies and one partly privatised company quickly expand their services at a rate of 5000 new customers per month.

Where can NORAD assist ?

Tanzania and Norway have agreed on new guidelines for future co-operation between the two countries which implies moving further towards increased budget support and sector programme support and concentrating the co-operation in fewer sectors than before. During the process that led to this conclusion, PSD was considered in a dedicated study carried out by Nordic Consulting Group in 2000. PSD was subsequently not given the status of a main sector within the Tanzanian-Norwegian co-operation framework, for which a Memorandum of Understanding was signed as late as 4 June, 2002. The Team has taken this process into consideration, but has not been restricted by it.

One of the main findings of this study is that several programs within NORAD’s existing Tanzanian portfolio already address issues which feature high on the PSD agenda, and that these programs can become even more efficient vehicles for PSD support with only modest enhancements or modifications. This will enable NORAD to forward PSD without significant allocation of new manpower, and without introduction of new concepts in its development dialogue with Tanzania. In addition, there are several interesting co-financing options, i.a. with Sweden, that deserve consideration.

The Team recommends that the following options are considered further;

Education sector:

· Expand education activities to forge closer links between business and university education, and modify curricula to suite the needs of business (can involve contributions from Norwegian education institutions);

Road sector;

· Expand activities within rural roads to enable local contractors to be shortlisted and qualified for more complex road construction tasks, and develop a domestic contracting and engineering capacity in the wake of the large road investments that will be made over the next five years (can involve transfer of know-how from Norwegian contractors, consultants, and road authorities, all of whom are already familiar with the Tanzanian road sector);

Rural development:;

· Expand activities within natural resource management to foster more appropriate legislation for plantation forest (can involve Norwegian legislative experts, and will benefit companies who work in the forest sector);

· Support to the ENTCOOP program (involves the Royal Norwegian Society for Development);

Good governance;

· Continue support to good governance, and consider extension of the agreement in Legal Sector Reform/Quick Start Program;

· Encourage an improvement in the tax system by harmonisation of taxes on local level with those at the central level (can involve Norwegian institutions such as Statistics Norway and Ministry of Finance);

· Continue support to anti-corruption strategy. NORAD should also continuously consider its role in ensuring fair tender procedures in procurement in donor-funded projects.

· Consider co-financing with Sweden, on programs such as BEST, legal reform, and advocacy.

All of the above possibilities seem in line with Tanzania’s development policies (either in the PRSP or in the Tanzania Assistance Strategy). All possibilities also seem in line with NORAD’s policy documents for PSD support, while none seem fully financed from other sources. Most of the proposals are particularly relevant for Small and Medium-Sized Enterprises (SMEs). It is assumed, though, that Phase II of this study will reveal more of the details related to Norwegian business organisations or enterprises. 

Conclusions and recommendations

1. Tanzania has introduced several PSD related reforms, but the business community is still frustrated by lack of pace in implementation and by several remaining constraints. At the same time, Tanzania’s poverty alleviation goals cannot be achieved without significant growth generated by the private sector, and Government of Tanzania has a positive attitude towards PSD. It is therefore believed that PSD support is needed, that it is relevant for poverty alleviation, and that it can be successful within the present policy environment.

2. Much of Norway’s ongoing assistance to Tanzania is relevant for PSD. The business community indicates that issues such as education, infrastructure and governance are key constraints to development of the sector.

3. NORAD can therefore stimulate PSD as a cross-cutting issue in its co-operation with Tanzania, through enhancements and additions to its sector support within (higher) education, roads, natural resource management, and good governance (particularly taxation and anti-corruption). This will be possible within the scope of the present Memorandum of Understanding and by extensions of existing agreements. In addition, co-financing possibilities exist.

4. Norwegian institutions might have the capacity to contribute as service providers and development partners within all of these areas. This should be considered not only for public and semi-public Norwegian institutions but for private companies as well.

5. NORAD should make further investigations at a more detailed level to determine the viability of the suggested activities. The part that is relevant for Norwegian business organisations or enterprises should coincide with Phase II of this study.
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PTA
Preferential Trade Area
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Swedish International Development Agency

SINTEF
Foundation for Scientific and Industrial Research, Norway
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Royal Norwegian Society for Development
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TANESCO
Tanzania Electric Supply Co.
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Tanzania Assistance Strategy
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Tanzania-Zambia Railway

THA
Tanzania Harbours Authority

TIC
Tanzania Investment Center

TTCL
Tanzania Telecommunication Co. Ltd.

TPSF
Tanzania Private Sector Foundation

TRA
Tanzania Revenue Authority

TRC
Tanzania Railways Corporation

TZS
Tanzanian Shillings (1009.40 TZS = US$ 1.00 on May 28, 2002)
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University of Dar es Salaam
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United Nations Industrial Development Organisation
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United Nations Development Programme
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United States Dollars
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World Economic Forum
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1 introduction


The Terms of Reference for this study stated that it should have three main outputs; 

(i) a presentation of Tanzania’s investment climate, macroeconomic performance, international competitiveness, and constraints for growth in the private sector (these are the main concerns of Chapter 2 of this Draft Report); 

(ii) an identification possible areas of co-operation, based on policy arenas that are shared by Government of Tanzania, the Tanzanian business community, and NORAD’s strategic preferences (these issues are presented in Chapter 3); and 

(iii) a discussion of the potential for involving Norwegian companies or institutions in PSD in Tanzania, within or outside of programs supported by NORAD. This discussion can be found in Chapter 4.


Field work was carried out from 16 to 20 April, 2002. Since extensive background material was available, the Team gave priority to interviews with stakeholders within the private sector and some Government institutions whose work is directly related to PSD.  Fact-finding issues – which are presented primarily in Chapter 2 – are mostly the result of desk study.


The Team consisted of Mrs Tove Stub, NORAD (Team Leader), Mrs. Tone Tinnes, Norwegian Embassy, Dar es Salaam, Mr. Arnvid Hovdenak, Intech AS (representative of Norwegian business community), and Mr. Jørn Høistad, NORPLAN A.S. (PSD consultant).


The Embassy had made excellent preparations for the study.


A Draft Report was presented to the steering committee for PSD studies on 3 June, 2002. Comments from the committee have been worked into this Final Report. 

2 THE PRIVATE SECTOR AGENDA

2.1 Macroeconomic Information 


2.1.1 Past performance and private-sector policy 


Tanzania’s growth performance since Independence has been very volatile. Its real and per capita GDP growth since 1962 is shown below;
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Tanzania could be said to be in its sixth main economic cycle since Independence. The first period (1961-67) was based on market- oriented reforms, and GDP growth averaged 6.2% p.a. The second period introduced socialism and self-reliance, announced with the Arusha Declaration in February, 1967. Most of the country’s productive assets were nationalised, but a growth of 5% p.a. was maintained until the military conflict with Uganda in 1978. The third period (1978-84) was characterised by a dramatic decline in economic growth. Partial reforms agreed with IMF starting in 1984 included relaxation of some import barriers and parts of the price controls. These measures contributed to a slight recovery during 1984-91, but adverse climatic conditions resulted in a set-back from 1992-94, as growth rates again dropped below the population increase. More profound economic reforms were launched from 1996 onwards, and Tanzania has now recorded the best annual growth rates since the 1960s. 

This report is concerned with the issue of how Tanzania can sustain and expand this economic growth through continued development of its private sector, and with how Norway can assist in this process.

2.1.2 Key Macroeconomic Data


The table below summarises macroeconomic trends in Tanzania, along with IMF forecasts for the next years;

Key Macroeconomic Data and Forecasts 


----- Actual ----
------- IMF forecast ------


1999
2000
2001
2002
2003
2004

Nominal GDP (bnTZS)
6433
7226
7975
8786
9661
10640

Real GDP growth (% change)
4.7
4.9
4.8
5.5
5.8
6.0

Inflation, p.a.
7.9
5.9
5.2
4.4
3.9
3.8

Exports, f.o.b (mUS$)
562.7
663.1
727.2
777.1
840.9
921.6

Imports,C.i.f. (mUS$)
1572.7
1534.4
1698.2
1806.0
1932.2
2084.5

Terms of trade
+9.9%
-2.5%
-1.0%
+2.3%
+2.3%
+1.9%

Public revenue (% of GDP)
11.3
12.2
12.2
12.5
12.9
12.9

Grants (% of GDP)
4.5
3.8
5.4
5.3
5.5
5.4

Gov’mt investment (%of GDP)
3.1
3.4
4.3
4.8
4.9
5.0

Private investment
12.4
14.3
14.3
14.3
14.3
14.3

Source: HIPC Completion Point Document, IMF, November 2001 


Tanzania’s recent GDP growth rates have been encouraging, particularly the last two years. While the world economy grew 4.7% in 2000 and 2.5% in 2001, Tanzania outperformed these rates and increased its output by close to 5%. Tanzania also recorded stronger growth rates than the average African country (3% and 3.7% in the same years, respectively), and stronger than the group of developing countries (4.0% and 2.4%). 


Tanzania has also achieved a stable monetary regime, with an inflation rate projected at 4.7% in March 2002, compared with an average of 12.6% for Africa and 5.8% for all developing countries. Macroeconomic stability, a private-sector friendly policy, and deregulated markets for foreign currency, have been one of the main driving forces for the increase in Foreign Direct Investment (FDI) in Tanzania since the mid-1990s (see below).

2.1.3 Foreign Direct Investment


Foreign Direct Investment (FDI) in Tanzania has primarily been in the form of project financing for new ventures, although there have been some instances of acquisitions – particularly related to the privatisation programme. In relative terms, FDI has virtually skyrocketed since the early 1990s;
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Source; UNCTAD, Investment Policy Review (Unedited Advance Copy), December 2001


Despite the very pronounced relative increase in FDI, Tanzania still remains a “pristine territory” for foreign investment in absolute terms. This can be shown in the comparison below;
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These data show that Tanzania – even during its “FDI boom” years -  received less FDI per capita than other developing countries, less than other LDC’s, and also less than most of its neighbouring countries with the notable exception of Kenya. To be fair, though, part of this can be explained with the small size of Tanzania’s economy. If measured relative to the size of the GDP, Tanzania saw roughly the same inflow as other LDC’s and other economies within the East African community. 


The two largest foreign investments in Tanzania have been in mining, in the Kahama gold mine (Canada’s Barrick Gold Corporation, investment 640 million US$), and in the Geita gold mine take-over by the South African - Ghanaian AngloGold – Ashanti Goldmines consortium (investment 400 million US$). Other large investments include the partial privatisation of Tanzania Telecommunications Company to the Dutch-German MSI-Detecon consortium (120 MUS$), take-over of Tanzania Breweries by South African Breweries (also 120 MUS$ investment), and the development of three independent mobile telephony services, MIC (57% owned by Millicom of Luxebourg), TriTel (60 owned by TRI of Malaysia), and Vodaphone (UK, owned via Vodaphone South Africa). Foreign capital has also been attracted into the tourism sector, banking (see subsequent chapter on financing), and sugar processing. 


Tanzania’s macroeconomic forecasts assume that FDI inflows will remain stable, at 2% of GDP, during a 20-year planning horizon. This will require an increase in greenfield project activity, as the number of candidate acquisition projects will eventually dry out.

2.2 Legal and Institutional Framework for PSD

2.2.1 Evolution of Tanzania’s Investment Regime 


Tanzania has remained one of the world’s 10 poorest nations despite a rich endowment of natural resources, a favourable geographical location with easy access to international markets, a peaceful community built around a common language, and continuous and substantial external support. 


In real terms, Tanzania’s per capita income has grown only 30% since Independence. A key contributing factor to the country’s poverty has been its exceptionally low return on investments made in the productive sector. The economy-wide return on capital declined from 30% in the early 1970s to less than 5% by the mid-1980s. According to a recent World Bank study, Tanzania’s income would have been 30% higher today had investment productivity not been hampered by an inconducive investment environment and by poor investment decisions within the parastatal sector.


The “lesson of history” therefore indicates that it would be premature to advocate higher investment in Tanzania, until the causes of declining productivity have been removed. On the positive side, higher growth rates can be achieved even with the existing investment level, provided that its productivity is improved.

Tanzania introduced its first market-oriented Investment Code in 1990. It applied to all private investments - local and foreign – and formed the legislative backbone for the Investment Promotion Center (IPC) which was set up to nurture and manage private investment.

Initially, neither the 1990 Investment Code nor the IPC were particularly successful. 

In 1997, the Investment Code underwent a modernisation that resulted in the Tanzania Investment Act (1997). This act remains the most important vehicle for promotion of private-sector investments in Tanzania. It covers both foreign and domestic investment. However, Zanzibar has a separate legislation for investment promotion. Zanzibar also has its own promotion agency – The Zanzibar Investment Promotion Agency (ZIPA) – which performs tasks similar to those of its mainland counterpart. The remainder of this discussion is concerned chiefly with the mainland business framework.

The Tanzania Investment Act (1997) represented an effort to create a more vigorous business framework, and introduced several new legislative features, including; (i) the IPC was given a wider mandate and renamed Tanzania Investment Center (TIC); (ii) regulations for company registration were eased; and (iii) a set of investment priorities were identified, and incentives packages and investors’ rights were improved especially for priority sectors. 

These priority sectors were defined in the Financial Laws Act (Miscellaneous Amendments) (1997). They are divided into two subgroups, with the highest incentives being for the so-called “Lead Sectors” that include mining, infrastructure and Export Processing Zones. The second tier is termed “priority sectors” and includes a wide range of industries, from livestock to banking, tourism, and human resource development to export-oriented projects, commercial buildings and broadcasting. The “lead” and “priority” sectors represent much of Tanzania’s GDP, and there are few sectors which are afforded no priority at all. However, the list of sectors can be modified. 

Zanzibar has a separate law from 1986 that includes a more limited list of priority sectors (tourism, export processing, fisheries, and fish processing).

2.2.2 Main elements in the business framework 


Tanzania has adopted a policy principle that foreign and domestic investors should be treated equally. The following issues therefore qualify for both types of companies, unless stated otherwise.

Capital movement
Projects that hold a Certificate of Investment are granted unconditional repatriation of net profits and dividend, in a freely convertible currency. Certificates of Investment are provided to investors within the “lead” and “priority” sectors (see above). Salaries to expatriate staff, royalties and service charges on foreign loans are also granted automatic transferability within this regime. 

With these reforms, Tanzania has all but abolished currency exchange restrictions, According to UNCTAD, the country is approaching “best practise” within the region with respect to freedom of capital movement. It is probably the single most important factor in the improvement of Tanzania’s business environment in recent years, and the sharp increase in FDI.

Judiciary
The Investment Act (1997) includes provisions for settlement of commercial disputes, but current legislation has numerous ambiguities and there is no statutory mechanism by which a company can reach out-of-court settlements. One can seek agreement through the arbitration laws of Tanzania, and/or through the International Centre for the Settlement of Investment Disputes, but this is normally a lengthy procedure. The courts are regarded by most companies as slow and prone to both political influence and corruption.  

Labour law
Labour laws have not yet been fully updated with the political changes that have occurred in Tanzania after the parastatal period. ILO and Denmark support Ministry of Labour in drafting more modern legislation.

Land law
All land in Tanzania is owned by the Government, and can be made available only as leases (up to 99 years). This principle was maintained in the Land Act and the Village land Act (1999), although both laws have provisions for making land available for investment projects, and for making land mortgageable. However, since the acts came into force in March 2001, commercial banks have not yet been sufficiently reassured about the enforceability of land mortgages to accept them as security for long term loans. 


Leaseholds are tradable with few restrictions. The Tanzania Investment Center (TIC) can assist investors in obtaining suitable land, based on their application to the relevant authority, which is normally Ministry of Land. 


Allegations of misuse of power in land distribution have been put forward. They include demands of bribes for allocation of land, and preference of civil servants in allocation of attractive plots (which can then be sub-let at high margins).  

Tax incentives
The regime for tax incentives for priority investments is described in Chapter 2.7.3. 

Export Processing Zones
Government of Zanzibar has one Export Processing Zone (EPZ), the Amaan Industrial Park. Infrastructure is being prepared for a second park (at Micheweni), and a third park is planned at Fumba. Plans for EPZ’s on the mainland have been endorsed by Parliament. 

The Zanzibar EPZ currently has a total of 445 jobs, and aggregated exports worth US$ 5.9 million were achieved between 1994 and 1999. The Zanzibar EPZ experience has therefore been limited, and the zone has failed to make a significant impact on the island’s economy. EPZ’s are not among the highest priorities for PSD on the mainland. 

2.3 Key institutions

2.3.1 Tanzania Investment Center (TIC)


Tanzania Investment Center (TIC) is a continuation of the Investment Promotion Center (IPC) whose main responsibility had been to co-ordinate the issuance of various licenses required for registering and operating business in Tanzania. 


TIC still registers investment projects above a minimum threshold of US$ 100,000, but the process has been streamlined and registration is now more of a passive function – no approval of feasibility studies etc. is required. From September 1990 to March 2002, a total of 1800 projects have been registered. 


TIC has changed its focus from licensing and approval of business plans to promotion and facilitation for business. One of its main projects in this respect has been the Investor Roadmap study, which was first carried out in 1996. Under the study, a group of consultants posed as businessmen seeking licenses for business registration, customs clearance etc., and their findings were collated into an account of how the business environment functioned in actual transactions. The study revealed serious shortcomings and was one of the focal points for the drafting of the new Investment Law which came in 1997. 


A second Investor Roadmap study was carried out in 1998. It revealed that several shortcomings were still present.


TIC defines its facilitation role as twofold; first, to “keep business happy”; second, to be a “listening agent” for private business in Government proceedings. 

2.3.2 Parastatal Sector Reform Commission (PSRC)


The PSRC was established in 1993 and entrusted with the task of privatising around 400 state owned enterprises. The process started with small manufacturing companies and has now reached completion for around two-thirds of the original portfolio. However, the largest utilities and firms such as Tanzania Electric Supply Co. (TANESCO), Tanzania-Zambia Railway Authority (TAZARA) and others have not yet been privatised, but the process is underway. Large transactions include the container terminal at Dar es Salaam Port, 35% of the telecommunications utility (TCCL), and several large banks.


The privatisation process has included both asset sales and going-concern sales – most often the latter. Parts of the privatisation receipts have been used to finance retrenchment schemes prior to the sale. 


The PSRC is among the beneficiaries of the World Bank’s loan to Private Sector Development in Tanzania. Loan funds can be used i.a. to solicit advisory services for large transactions.  

2.3.3 Tanzania Chamber of Commerce, Industry and Agriculture


Tanzania Chamber of Commerce, Industry and Agriculture (TCCIA) was started in 1988, primarily as a lobbying organisation for private-sector interests. It now has around 8000 members, of which approximately 1000 are located in Dar es Salaam. A total of 50000 company licenses exist in Dar es Salaam, so the membership is not high in relation to this, but membership is much higher among companies of a significant size. 


TCCIA makes point of being a representative body for all business sectors, as an alternative to CTI (see Chapter 2.3.4), which is often associated more with larger companies in manufacturing and services. It also has a broad rural representation, with offices in 67 districts and in all regions of Tanzania.

2.3.4 Confederation of Tanzanian Industries (CTI)


CTI is a self-financed organisation that represents “the manufacturing sector and associated or supporting industries in Tanzania”. Its activities overlap, to some extent, with those of the Chambers of Commerce. 

2.3.5 Tanzania Private Sector Foundation (TPSF)


TPSF was formed during 1994-98, as a result of a time-consuming effort to co-ordinate the activities of several advocacy organisations, such as the CTI, the chambers of commerce, and sector organisations such as the Chamber of Mines, etc. A main goal for the TPSF has been to become “one voice” of the private sector, with which the Government can dialogue on PSD issues. 

Tanzania Business Council
TPSF is a new umbrella organisation, but has become a powerful player with the establishment of the Tanzania Business Council. This is a high-level consultation forum where representatives from private (mostly large) companies discuss their concerns with top government cadre. The Council is chaired by President Mkapa. One meeting has been held so far (in March, 2002). According to one representative of TPSF, the recent reduction in industry electricity tariffs was a direct result of this first meeting, as was the formation of a committee mandated to simplify the tax system.

2.4 Natural Resource Endowment and Competitive Advantages


According to the Terms of Reference, the study should present an overview of Tanzania’s endowment of natural resources. Only a brief introduction will be possible within the scope of this report. The section presents three main groups of resources; (i) agriculture, minerals and other “conventional” natural resources; (ii) tourism, (iii) transport, (iv) fisheries, and (v) energy.

2.4.1 Agriculture and Minerals

Agriculture
Seven commodities (coffee, cotton, cashew nuts, cloves, tea, tobacco and sisal) have traditionally constituted more than half of Tanzania’s exports. Their importance increased from 65% in 1980-83 to 75% from 1984-86, but declines to 57% in 1996. Tanzania is a “price taker” on the world market for all these products (i.e., its global market share is too small to influence the price), and export earnings are therefore vulnerable to exogenous factors. 


Tanzania has removed most internal subsidies and regulations that concerned the agriculture sector, and it is widely held that resource allocation, transport and market organisation has become more efficient. Processing factories have been privatised, and the various “Marketing Boards” have had mainly regulatory (not operational) functions since 1994. It is remarkable that the US$ values of all of Tanzania’s seven main export crops improved during 1980-98. In particular, growth was substantial for cashew nuts, and for coffee (after 1992). 


On the negative side, provision of credit to agriculture projects has probably deteriorated badly, although exact data have been hard to find. The previous credit system was built on the parastatal Co-operative and Rural Development Bank (CRDB), which collapsed in 1996. CRDB has been revamped and is now named CRDB (1996) Ltd., but a more conservative lending policy has been adopted, while property rights remain unclear. As a consequence, fewer inputs are used because they cannot be financed.

Farmers’ organisations

The history of cooperatives in (Sub-Saharan) Africa is not one that paves way for easy implementation of modern farmer cooperation. Instead of being a tool for empowering the week producers, the cooperatives during the 1970's were controlled by Government and subject to heavy state regulation.


However, empowering of the small farmer enabling him to grow the right crop, get access to markets and to obtain the right price for his products are crucial for farming development in Tanzania and can have substantial effect not only on the agricultural sector but to rural development as a whole.

Plantation forest regime
Present forest legislation does not adequately recognise that plantation forest and indigenous resources need very different regulation procedures and incentive systems.

Much of Tanzania’s plantation forest suffer from under-utilisation. Pine forest mature for harvesting after 18-24 years, while eucalyptus matures for pole logging in less than 13 years. Many plantations have significantly longer rotations, which deteriorates log quality and reduces the value of the resource. Overgrown forest monocultures can also evolve into an environmental problem.

Minerals
Government of Tanzania launched a new Mining Act in 1998. It offers tax incentives for investors which have proven very successful in attracting foreign investment, but which have also reduced the government’s tax base from the sector. (The mining companies pay normal corporate taxes, but are exempted from VAT on capital goods, and have favourable depreciation regulations).


Investments in the mining sector increased from US$ 26.2 million in 1992 to more than US$ 80 million in 1998, while gross export earnings increased from US$ 5.5 million in 1990 to US$ 22.6 million in 1998. The sector was a main factor in the increase in Foreign Direct Investment (FDI) in Tanzania during the 1990s. According to Mbendi Business, an internet-based news service, Tanzania now attracts up to 15% of all capital spent on mineral exploration in Africa. Main resources include diamonds, gold, nickel and gemstones.

2.4.2 Tourism


Tanzania is endowed with one of the world’s most unique wildlife resources, seen in the fact that as much of 25% of the country’s land area has been set aside as wildlife and botanical sanctuaries. Tanzania now has 12 national parks, 17 game reserves, and 50 controlled game areas. In addition, it has Africa’s highest mountain, and access to three of the continent’s great lakes. The coastal zone is blessed with virtually untouched beaches and there are archaeological sites from the Stone and Iron Ages in the northern part of the country.


According to Tanzania At The Turn of The Century, a World Bank report (February 2002), 135,000 people are directly or indirectly employed in the tourism sector, and total foreign exchange earnings from the sector were US$ 750 million in 1999 – a nine-fold increase since 1989. The number of tourists quadruples during the same period, to 560,000 per year. 

2.4.3 Transport


With its pivotal geographical location, Tanzania will benefit greatly from increased regional trade. The TAZARA corridor can be a main transport route between the Middle East (especially the UAE trade hub) and northern SADC countries such as Zambia. In addition, expansion of the northern corridor (to Uganda, Burundi, Rwanda and D.R. Congo) would provide Tanzania with very interesting opportunity as a transit nation. 


Tanzania’s favourable location and potential role as a regional hub has not been fully developed.. 

2.4.4 Fisheries

Zanzibar
Fisheries is an important sector on Zanzibar. It is almost entirely artisanal, and 99% of the annual catch of 11,000 metric tons is sold locally. The islands of Unguja and Pemba each have around 12,000 fishermen, who share just over 5,000 vessels between them – mostly dugout canoes, outrigger canoes, planked motorized boats, and wooden sailing boats. 


There have been several projects on Zanzibar to increase fish production and improve fishermen’s standard of living. However, offshore and deep sea fisheries are still contracted to Japanese fishermen. According to “Tanzania at the Turn of the Century”, a World Bank report, there is a need to check on the revenue arrangements for these licences, as foreign fishermen often fail to declare their full catch.


Zanzibar also has seaweed farming. About 12,000 households are currently engaged in this activity, and the value of production increased from 11 mn TZS in 1990 to 434 mn TZS in 1998.

Mainland
Tanzania has abundant fresh water lakes (6 percent of the total mainland area) with substantial fish resources. In addition it has an 800-kilometre coastline with a narrow continental shelf. Fresh water fisheries account for more than 80 percent of the landed catch.


An estimated 60,000 people are employed as full-time fishermen, while another 30,000 are engaged in part-time fishing and  isheries-related activities, such as fish processing, marketing, distribution, net-making, marine engine repair, boat-building and other activities. 


Tanzania owns about 50 percent of Lake Victoria, 45 percent of Lake Tanganyika, 20 percent of Lake Nyasa and several minor lakes, dams, reservoirs, swamps, rivers and small ponds suitable for aquaculture. The major fish species caught are sardines, Nile perch, haplochromis, catfish and tilapia. Traditional methods are still used on the inland lakes, but modern fishing techniques are also employed in the coastal waters. Foreign investors have shown interest in developing the industry recently.

2.4.5 Commercial energy

General
Most of Tanzania’s energy is consumed through ancient energy carriers such as woodfuel, charcoal and biomass, which are traded only in limited commercial markets, or are not traded at all. This chapter is concerned with commercial energies, i.e. more formal energy markets. 

Electricity
Tanzania’s main resource for electricity is hydropower. Around 70% of TANESCO’s available grid generation resources are hydro-based. Of the remaining 30%, around 20% are comprised of the Ubungo gas turbines, which are operated on heavy fuel oil until natural gas reserves become available (see below), and the rest is found in an assortment of ageing diesel plant around the country.


The next decade is likely to bring about profound changes in Tanzania’s electricity industry. First, additions in generating capacity will primarily be in the form of gas fired plant, not hydropower. The country’s Power Sector Master Plan, prepared by Acres International, a  Canadian firm, in 2002, does not envision any major new hydropower development until 2010 (the large Ruhudji project, 358 MW). Second, the current monopoly of TANESCO will most likely be split up. The organisation is currently negotiating a controversial management agreement with a South African group. This is seen as the first step toward privatisation of TANESCO. Controversy has also flourished over the Power Purchase Agreement (PPA) signed with Independent Power Tanzania Limited (IPTL) some years ago. This was Tanzania’s first major private power development.


The electricity sector is a complex sector for the time being, but there are still certain areas such as small and micro hydropower and rural electrification which are less affected by the broad sectoral changes and which will continue to draw donor interest.

Oil and gas
Natural gas was discovered at Songo Songo Island, 25 km off Tanzania’s southern shoreline, in 1974. Following a 27-year development phase, the “Songo Songo Gas to Electricity Scheme” reached financial closing in 2001. It will provide fuel for a 112 MW power plant and direct gas supply to Tanzania Portland Cement. The latter will be Tanzania’s only end user of domestic gas.


Future development of Tanzania’s gas reserves are primarily an issue of market access. The strong economies in the region, of course, are in the Middle East while markets for gas are limited on the African continent. The alternative to exports through pipelines is liquefied natural gas (LNG) but Tanzania is not well positioned, close to competitive Middle East exporters and with no adequate shipping infrastructure in place. 


Seismic data suggest that Tanzania may have promising oil reserves, but only twenty wildcat and eight development wells have been drilled to date with no viable result to date. 

2.5 Costs of Doing Business in Tanzania

2.5.1 Factor Costs

Infrastructure
Development of infrastructure is expensive in Tanzania, and prices for services is generally higher than in those countries that compete most closely with Tanzania for attracting investments;

Comparative costs for selected utilities


Kenya
Tanzania
Uganda

Electricity (US$/kWh), industry
0.097
0.108
0.064

Water (US$/m3)
0.56
0.104
0.0014

Industrial fuel (US$/litre)
0.373
0.353
0.489

Phone call to USA (US$/min)
2.20
5.63
4.30

Phone call to COMESA area (US$/min)
1.64
5.52
1.61

Source: Water and COMESA phone calls: Economic Research Bureau, University of Dar es Salaam; U.S. phone calls: BMI Technology Group; Electricity: KPLC (Kenya), Invest in Uganda (Uganda), mission findings (Tanzania)


As the table shows, Tanzania has particularly high rates for telecommunications and water. Electricity prices are also high. The industrial tariff in Tanzania is very high and has permanently acted as a vehicle for cross-subsidising the residential tariff, which is offered at prices far below the cost of providing power. The table shows electricity tariff rates for large industry. For medium-sized industries and commercial users, the difference between Kenya and Tanzania is less, but both rates are much higher than in Uganda 
.


2.5.2 Credit


Credit is still expensive in Tanzania, but the deposit/lending ratio has been reduced considerably over the last year or so. Average TZS lending rate is now 14%-15% p.a. in Standard Chartered, which lends mostly to low-risk clients. Rates for smaller companies are usually higher – up to 25% p.a. in some cases. (With a current inflation rate below 5%, post-tax real interest will then be around 15% p.a.).  US$ loan rates are quoted at 7% - 8%. 

2.6 International Relations

2.6.1 International memberships


Some of Tanzania’s PSD-relevant international memberships and agreements are presented below.

Tanzania – Key International Relations

World Trade Organisation
Member

Multilateral Investment Guarantee Agency (MIGA)
Member since 1992

Everything But Arms (EBA) European Commission proposal
Tanzania one of 46 LDC’s to benefit from free access to EU for all commodities but arms.

Africa Growth and Opportunity Act (AGOA), USA
Tanzania one of 34 countries eligible for free access to U.S. market

Convention on the Recognition and Enforcement of Foreign Arbitral Awards
Tanzania accession in 1964

Convention on the settlement of Investment Disputes
Tanzanian accession in 1992

Bilateral Investment Treaties (BITs) as of January, 2001
With Denmark, Egypt, Germany, Republic of Korea, Netherlands, Switzerland, and United Kingdom

Double Taxation Treaties (DTTs) as of January, 2001
With Canada, Denmark, Finland, India, Italy, Norway (since 1976), South Africa, Sweden, and Zambia


The potentially most powerful developments for Tanzania have been (i) the EBA initiative, signed in Cotonou in June 2000, which provides duty and quota free access to the EU for all commodities except arms (and with a phasing in for bananas, sugar and rice), and (ii) AGOA, which is a similar arrangement for the U.S. market, launched by the Clinton Administration in 2000. 

2.6.2 Regional relations


A similar overview of some important regional affiliations is provided below;

Tanzania – Key Regional Relations

Common Market for Eastern and Southern Africa (COMESA)
Tanzania withdrew from COMESA in 2000. COMESA is a market of 21 countries and 385 million people. The organisation replaced the previous Preferential Trade Area (PTA). 

Southern African Development Community (SADC)
Member. The SADC secretariat for Industry and Trade is located in Dar es Salaam.

The Nile Initiative
A large, multi-sector program supported by many donors (including Norway). Its electricity trade activities are located in Arusha.

East African Community (EAC)
Member. EAC is working towards economic and political integration.

2.6.3 International Perception of Tanzania

Several international ratings assess Tanzania’s attractiveness for investment. Some of these are given below;

Source
Index
Rating

World Economic Forum
Improvement Index, 2000:
No. 1 of 24 African countries

World Economic Forum
Optimism Index, 2000:
No. 2 of 24 African countries

UNCTAD
Business environment improvement index, 2001
No. 8 of 23 African countries

World Economic Forum
Africa Competitiveness Index
No. 14 of 24 African countries

UNCTAD
Attractiveness for Foreign Direct Investment, 2001
No. 15 of 24 African countries

World Economic Forum
Openness to trade, 2000
No. 24 of 24 African countries

Heritage Foundation
Index of Economic Freedom
No. 110

International Investor
Country Credit Risk Rating
18.3 of 100 points

Tanzania’s high positions on the “optimism” and “improvement” indices 
 testify to the positive development in Tanzania’s business framework. The positive trend was mirrored in some, but not all, of the interviews with business representatives carried out by the Team. 

Tanzania’s improvements originate in a very weak initial position, and the country is still below the African average on a number of important perception issues.

Increasing investor confidence is of vital importance in attracting the capital that will be needed to fund Tanzania’s anti-poverty plans. 

2.7 Constraints to Growth

2.7.1 Which are the main obstacles ?


A survey among businesspeople was carried out for small firms in a world-wide survey in 1999/2000. Some findings from this study are presented below;

Obstacles to doing business – 1999/2000 survey

(1 = no obstacle; 2: minor obstacle; 

3= moderate obstacle; 4 = major obstacle)


Tanzania
Uganda
Kenya
Malawi
Africa

Infrastructure
3.34
2.32
3.44
3.36
2.81

Financing
3.07
3.27
2.83
3.08
2.90

Corruption
3.03
3.15
3.44
2.55
2.86

Taxes
2.90
2.81
2.53
2.58
2.86

Inflation
2.64
2.72
2.67
3.36
2.71

Policy instability
2.48
2.52
2.94
2.20
2.37

Street crime
2.20
2.30
3.22
2.83
2.63

Organised crime
2.20
3.04
2.66
3.06
2.54

Exchange rate
2.04
1.87
1.86
2.00
2.16

Source: Firm size and the Business Environment: Worldwide Survey Results (International Finance Corporation, Discussion Paper No. 43, 2000)


The findings of these surveys tally quite well with the interviews with private companies carried out for this study. In all, it seems fair to conclude that;

· Tanzania has successfully created a stable monetary regime, that works well for business. Neither the availability nor the rates for foreign exchange are reported to be major obstacles for doing business in Tanzania. Inflation was a certain problem in the 1997 but is no longer seen as a key issue.

· Tanzania is also seen to have a comparatively modest crime problem.

· The corruption problem is higher than the average for Africa and also worse than most other countries in the region, with the exception of Kenya and Uganda which are notoriously prone to corruption.

· Taxes – and particularly tax administration – is reported to be a key obstacle in Tanzania.

· The poor quality of infrastructure, and high costs for utility services, is a very important shortcoming for Tanzania

· The human resource issue was not addressed in any of the above surveys, but was reported as being of high importance by several businesspeople interviewed for this study. 


The key issues identified are discussed in the following sections.

2.7.2 Infrastructure


Compared with its neighbours, Tanzania covers a vast land area whose population is widely dispersed. Provision of infrastructure is, by force of nature, more expensive in Tanzania than in, say, Uganda. 


The time taken to be connected to telecommunications, water and electricity is tabled below for a sample of eight towns;

Time taken for Utility Connection in Eight Tanzanian Towns


Medium time taken
Maximum  time taken
Minimum time taken

Telephone connection
27 days
202 days
8 days

Electricity connection
26 days
364 days
39 days

Water connection
5 days
82 days
1 day

Source: USAID-ESRF Roadmap Survey, April 1998


Slow connections are a problem for companies in the start-up phase, and delay implementation of projects. For companies in the operational phase, the main problem is poor reliability of infrastructure services. Many companies experience power cuts virtually every day. Telecommunications have become reliable in recent years, although some interruptions still occur. Some important roads are also unreliable, especially during the rainy seasons.

Clearance
The Investor Roadmap study (see Chapter 2.3.1) reported that customs clearance now takes 4-7 days, which is a slight improvement over past performance but still prohibitively long for companies who urgently need spare parts or other inputs.

2.7.3 Taxes and Tax Administration


Tanzanian business people attach greater importance to tax constraints than their counterparts in neighbouring countries, despite the fact that the total tax level in Tanzania is not excessive compared with traditional “investor-friendly” countries such as Uganda and Kenya;


Tanzania
Kenya
Uganda

Corporate Tax
30.0%
(4)
32.5%
(17)
30.0%
(5)

Income tax
18.8%
(7)
22.5%
(6)
15.0%
(5)

Employee payroll tax
10.0%
(20)
5.0%
(15)
5.0%
(16)

Value Added Tax
20.0%
17.5%
15.0%

Trade-weighted average import tariff 
13.6%
12.3%
10.7%

Government revenue as % of GDP
13.9%
26.3%
11.6%

Tax evasion (ranking of 24 countries; 24=worst)
(18)
(22)
(14)

Sources: Africa Competitiveness Report, 2000 and Cross-Border Initiative, 2000


(Figures in brackets represent a ranking of 24 countries undertaken be World Economic Forum. For example, Tanzania ranks no. 4 of 24 with respect to corporate tax, but no. 18 of 24 with respect to tax evasion).


Compared with other countries, Tanzania ranks well with respect to income related taxes (corporate and individual) – where the country is rated as no. 4 and 7 of 24 African nations surveyed for the 2000 Africa Competitiveness Report. However, Tanzania has relatively high consumption-related taxes (VAT, import duty, payroll tax), and it is among the worst with respect to tax evasion. 


The single largest revenue for Government of Tanzania is taxes on imports (29% of total revenue), followed by domestic indirect taxes such as VAT (24% of government revenue). Uganda has the same profile, but Kenya collects more from income and profit taxes (33% of revenue, compared with 22% in Tanzania)
.  


The “tax problem” in Tanzania seems to be more related to the administration and complexity of the tax system, than to the aggregate tax burden. The business community has repeatedly complained that the Tanzania Revenue Authority (TRA) lacks fundamental business understanding. Coupled with far-reaching authorizations to seize physical assets and block bank accounts, this puts company tax payers at serious risk. TRA itself is charged with ambitious collection targets (normally 10% over the previous year) which are disaggregated to district and ultimately collection officer, Most collection officers must therefore continuously exceed their earlier collections, to avoid the risk of administrative penalties.


The allegations of misuse of power were particularly resonant in the years immediately after TRA was formed (in order to sharpen the collection discipline, in 1996), but still remain. Some, but far from all, companies state that things have become a little better.


In addition to TRA’s working methods, there is also a significant problem with overlapping taxes and levies, and a plethora of complex and constantly changing levies and fees, particularly on the local level. 
 


Tanzania employs a two-tier tax system where central mainland government taxes are collected by Tanzania Revenue Authority (TRA), while local taxes are collected by district authorities. TRA also collects import duties and mainland VAT, and certain central government fees such as vehicle tax and airport tax.

2.7.4 Financing

Large banks
Financial services is among the sectors where liberalisation has provided the most visible changes. Tanzania’s first international bank, Standard Chartered, reopened in Tanzania in 1993 and has been followed by StanBic Bank, CitiBank and – most recently – Barclay’s Bank. The former parastatal, NBC, has been split into the National Microfinance Bank and a regular Bank (still named NBC) in 1997, and the South African ABSA group has acquired a majority stake in the latter.


Dar es Salaam now has a very high number of international banks relative to the size of its economy, and the deposit/lending spread declined by around 5 percentage points during the last year, indicating stronger competition. However, lending is still extremely concentrated and focused on a small number of high-value customers. (According to one bank’s assessment, there are less than 200 bankable companies in Tanzania). Meanwhile, several of the banks have a high ratio of non-performing loans in their portfolios. 


The total deposit market in Tanzania equals around 2 billion US¤ and provides the main funding source for loan operations. The lack of long term loan products probably stems both from the limited number of creditworthy projects and from the difficulty of mobilising long term deposits to match a long term loan portfolio. As a result, the main banks primarily compete for short term finance (overdrafts, trade finance, etc.) for a limited number of urban clients. 

Smaller banks
Companies that are unable to solicit financing from any of the “big” banks resort to the second-tier banks and financing institutions, of which there are around twenty in Tanzania. Of course, these institutions have higher interest rates and a more risky portfolio. There have been few banking collapses so far (Greenland Bank being the best-known), but there could be a risk that some of the less solvent second-tier banks will face problems in the long run.

Micro/rural finance
Access to financing in rural areas has probably deteriorated after liberalisation, with the collapse of the co-operatives and CRDB. To some extent, microfinance institutions such as PRIDE Tanzania have expanded their coverage but they rely on grants. Although there are reportedly around a million bank accounts in Tanzania, commercial settlements are very often cash based due to the time-consuming procedures for transfer (and partly also for tax evasion purposes). 

Dar es Salaam Stock Exchange (DSE)
The DSE was incorporated in 1996 and opened for trading in April 1998, with only one company (Tanzania Oxygen Ltd.) listed. It is still one of the smallest stock exchanges in the world, as there are still only four traded papers.

Venture Funds
Tanzania Venture Capital Fund and Fedha Fund are Tanzania’s only venture funds of significance. Both funds are managed by First Capital Partners, which are partly owned by NORFUND. NORFUND has also committed US$ 1.5 million in direct shareholdings in Fedha (approx. 11-12% of total shares; the other shareholders are CDC, DANIDA, Swedfund and EIB, implying that Fedha is entirely owned by international DFI’s). Fedha’s present portfolio consists of six companies in Tanzania. 

Without having had the time to explore this particular financing market in any detail, we would assume that the main problem for the venture funds is to develop a viable exit strategy for their projects, given the low liquidity of the DSE.  However, according to NORFUND, this problem is not more difficult in Tanzania than in other African countries.  

Fedha has not yet utilised all its subscribed capital. 

Regulation
Some regulatory weaknesses still hamper the development of the banking sector. In particular, collateralisation of immovable property is difficult due to outdated legislation. Operating costs could also be inflated due to excessive reporting requirements (a bank is required to file 200 reports per year to Bank of Tanzania). However, the main issue is probably the demand side with a limited number of bankable projects. 


This situation is mainly related to urban areas. In rural areas, there is still a lack of banking infrastructure, and this problem has probably increased with the collapse of the traditional credit logistics system (CRDB/co-operatives) (see Chapter 2.7.4).

2.7.5 The Corruption Problem


Tanzania was ranked no. 82 of 91 countries on Transparency International’s Corruption Perception Index (CPI) for 2001. The country’s rating has improved only marginally since it was first included in the CPI in 1998;

Ranking of Tanzania in Transparency International’s Corruption Perception Index


1997 & earlier
1998
1999
2000
2001

Score (highest = 10.0)
Not rated
1.9
1.9
2.2
2.2

Rank
Not rated
 81 (of 85)
93 (of 99)
76 (of 90)
82 (of 91)


In 2001, the only African countries with lower ratings than Tanzania were Cameroon, Kenya, Uganda and Nigeria (a total of 12 Sub-Sahara African countries were rated)


The Government’s response to the corruption problem started with The Wairoba Report (December, 1996) and was continued with the National Anti-Corruption Strategy in March, 1999. An Annual Report on the State of Corruption (for 2001) was presented in March 2002. 


With respect to the private sector, Tanzania would be seen to have a particular problem with the police and with the courts. This creates a sense of lawlessness – whether perceived or real - which hampers existing business, discourages foreign investment, and encourages capital flight to offshore destinations that are believed to be more secure.


Between the release of the Wairoba Report in 1996, and up to 1998, Tanzania removed around 900 public servants from office – of which 800 were in Tanzania Revenue Authority. Other dismissals were within the judiciary (43), Ministry of Works (41), the police (10) and immigration (9).  It is understood that the number of sanctions against culprits has since decreased.


Two ministers and one deputy minister have lost their positions due to suspicions of corruption.


According to the 2001 Annual Report on the State of Corruption, “the situation to date has not changed significantly” since the Wairoba Report in 1996. However, with the increased focus on the issue, bribery transactions may now be better concealed than before. 


An opinion poll on corruption was carried out for the 2001 Annual Report. It concluded that the largest group of respondents (43.5%) has a negative assessment of the anti-corruption policy. Only 11.7% rated the policy above “fair”. This could indicate that the “man and woman in the street” have not seen significant changes in the prevalence of corruption. The poll also revealed that the self-employed and private companies were more troubled by bribery demands than any other group. 


If unchecked, corruption will remain a serious constraint for PSD in the coming years.

2.7.6 Human Resources


Human resources are generally not seen as favourable in Tanzania, despite successful alphabetisation programmes in earlier decades. It is widely held among investors that loyalty and work discipline are still hampered by the parastatal legacy. 


Tanzania’s attainment rates for secondary school are among the lowest in Sub-Saharan Africa. By 1990, the percentage of population with some post-primary education has fallen from around 5% to about 3.2%. The high school fees for secondary and tertiary school is probably the main reason for the decline. In 1995, secondary enrolment was 5.¤% compared with 62.6% in Botswana, 24.4% in Kenya, and 11.7% in Uganda. These enrolment rates have shaped the profiles of the present entrants into the labour market. The future of the labour quality could be assessed by the following data;

Indicators of future labour force qualifications (data from 2000)


Tanzania
Sub-Sahara Africa
All LDC’s

Gross primary enrolment, male (% of school-age population)
67%
85%
102%

Gross primary enrolment, female (% of school-age population)
66%
71%
86%

Illiteracy (% of population >15 yrs)
24%
38%
38%

Source: World Bank; Tanzania at a Glance


Comparative data for labour productivity also show negative results for Tanzania.  Several of the people interviewed for this study said that lack of adequate skills is a serious constraint. There is also a pronounced mismatch between theoretical and practical skills; many businesspeople express frustration that university graduates lack understanding about the practical world. 

2.8 Small and Medium-Sized Enterprises


Small and Medium-Sized Enterprises (SMEs) dominate Tanzania’s private sector. The vast majority are family-owned and of a relatively informal nature. For example, there are 50,000 registered companies in Dar es Salaam only, but only a few hundred of them are strong enough to qualify for credit in one of the major banks, and a venture fund such as Fedha has only been able to find 5 projects (see Chapter 2.7.4).


The large number of SMEs form the “arable land” of Tanzania’s private sector, and the starting point for PSD is to enable them to grow. This will normally require SMEs to expand beyond the family-business model, and several constraints exist; 

(i) the business framework does not encourage formalisation. Companies with turnover of more than TZS 20 mn/year must register for V.A.T.; tax collection is aggressive, etc.; 

(ii) there is a lack of skilled managerial capability outside the family; 

(iii) collaterization of land is difficult, and restricts access to credit; 

(iv) production factors such as electricity, telecommunication, insurance, transport, etc. are expensive in Tanzania (see Chapter 2.5.1). As companies grow, they need to use progressively more of these inputs, making the “growth process” expensive.


Issues suggested for consideration by NORAD (education, infrastructure, governance, etc., see Chapter 3) are probably more relevant for SMEs than for the very big companies, who can more easily circumvent problems with governance, acquire skilled personnel, etc.


2.9 Financing of PSD in Tanzania


Several donors support PSD issues in Tanzania. An overview of ongoing projects is provided in Annex 1, and is summarised here;

Overview of donor activities within PSD in Tanzania

Source
Main areas of co-operation

Canada
Micro finance

Denmark
Training, financial sector, micro finance, policy formulation

Germany
SME service delivery, financial sector, training

ILO
SME service delivery, labour issues

Netherlands
SME, financial sector, Dutch/Tanzanian linkages

Sweden
Financial sector, micro finance, policy formulation, Swedish/Tanzanian linkages

UNIDO
Micro finance, training, SME service delivery, policy formulation

United Kingdom
SME service delivery, micro finance

USA
Policy formulation, advocacy

World Bank
Micro finance, Financial sector, privatisation

2.10 Possible gender differences in PSD


The Land Act (1999) states that land cannot be mortgaged without the consent of the spouse. The title of land is usually held by the male, but the law gives women a co-influence over how the land is used. In fact, several interviewees opined that the law gives too much influence to the spouse and (to some extent) hinders PSD, since it is more difficult to collaterize land.


The team did not find any formal gender differences in PSD. However, female entrepreneurs still meet several cultural constraints. The extent of cultural resistance against female entrepreneurship varies within Tanzania, and with respect to the type of business. For example, women in the southern coastal area (Rufiji) are less accustomed to doing independent business than women in the northern highlands. 


Female-dominated business activities such as shops, kiosks and cooked food sales,  commonly known as “Mama Ntilie”, are found all over Tanzania and meet no significant cultural resistence.

3 POTENTIAL AREAS OF CO-OPERATION

3.1 Tanzania’s Policy Framework

3.1.1 Poverty Reduction Strategy Paper (PRSP)

PRSP Document
Tanzania’s Poverty Reduction Strategy Paper (PRSP) was completed in October, 2000. It describes a number of administrative and judiciary reforms, and the following seven priority areas for use of public funds;

PRSP – Priority areas (budgets in bn TZS)


1999/2000
2000/01
2001/02
2002/03
2003/04


Actual
Prelim.
Budget
Estimate
Estimate

Education
162.2
247.8
347.6
432.6
486.9

Health
56.7
96.7
139.3
202.5
224.6

Water
8.0
17.1
31.6
50.1
54.1

Roads
51.3
86.8
181.2
260.1
287.3

Judiciary
8.3
13.8
21.0
80.6
83.6

Agriculture
14.3
18.9
30.5



HIV/AIDS
0.0
40.0
7.3
8.3
9.1

TOTAL
300.8
481.2
758.5
1034.2
1145.6

Source: PRSP Progress Report, August 2001. Figures include both development and recurrent expenditure.


The PRSP is an ambitious plan. The increase in education expenditure is 214% from 1999/2000 to 2002/03, the planned increase in health expenditure is 348%, and the total increase in the seven PRSP priority areas is 343%. The plan assumes that 30% of the interventions will be covered by external support, while 70% will be covered by domestic revenue. To finance the priority areas, an increase in tax revenue was assumed, from TZS 687 bn in 1999/2000 to TZS 999.5 bn in 2002/03. The increase reflects a moderate increase in the tax burden; from 10.0% of GDP at the start of the period to 10.9% at the end. However, to make this possible, Tanzania must – by implication – achieve a GDP growth rate that surpasses its past performance (the nominal increase must be around 10% per year throughout the period). 


If successful, the PRSP will have very positive implications for PSD in Tanzania, in the form of a healthier and better qualified labour force, and in the form of better roads. The plan also offers direct business opportunities in the form of supplies to the subsantial increase in public expenditure. 


The planned growth must be generated primarily by the private sector, which will need a continuous improvement in business framework to thrive. The PRSP also contains measures to improve the private-sector environment, which is seen as the motor of the expected growth. 


A potential side impact of PRSP is the risk that tax collection will again become more aggressive, as collection targets are set to coincide with higher assumptions for GDP growth. 
2001 Progress Report and Completion Point
Tanzania presented its PRSP Progress Report and Letter of Intent to IMF and the World Bank in August 2001. Completion Point was reached in October of that year, giving Tanzania US$ 3 billion in debt relief overt time under the HIPC Initiative (the Net Present Value of the debt relief is US$ 2 billion)


The Completion Point Document spells out macroeconomic assumptions that anchor the PRSP process firmly in a sustained period of high, stable economic growth. Some of these assumptions are presented below;

Assumed Contributions of the Private Sector to PRSP Goals

Issue
Assumed performance 2001-2020

Gross Domestic Product
Real growth 5.8% 2001-2010; 6.0% p.a. in 2011-2020  

Subsector growth
Agriculture 5.5% p.a.;Manufacturing 6.5% p.a.; Mining 8.7% p.a.

Exports
Increase 8.2% p.a. in 2000-2009; 7.3% p.a. in 2010-2018

Total investments
19.5% of GDP, compared with 17.7% in 2001

Foreign Direct Investment
Nominal increase of 7.4% p.a.


Clearly, to reach the PRSP targets for poverty reduction, Tanzania must adopt measures that stimulate much higher growth rates in the productive sectors than the country has previously achieved. 


Both the original PRSP document and the Progress Report contain several statements concerning development and commercialisation of the agriculture sector. Tanzania should also be commended for having implemented several of the PSD-related reforms that were planned in the original PRSP – including the Land Act, the creation of a Commercial Court system, and the reorganisation of Tanzania Investment Centre. The Policy Matrix contained in the PRSP Progress Report includes three remaining items directly aimed at PSD, of which two are only tentatively described (see below);

PRSP (Progress Report ) Policy Matrix Reforms Relevant for the Private Sector  

Directly relevant


Tax system
“Further reform measures” to attain a modern tax system

Business environment
Privatisation of TANESCO, DAWASA, TRC and THA


Strengthen money/securities and capital markets

Indirectly relevant


Macroeconomic stability
Reduce inflation to 4% per year

Agriculture
Several measures

Roads
Improve links to north-western and southern regions; rehabilitate 4500 km of other roads

Employment
Training programmes, savings & credit schemes

Education
Several measures; particularly within primary education

Water
Privatise DAWASA; urban water supply; pollution control; rural water supply

Governance
Phase II and III of Local Government Reform Programme; strengthen Prevention of Corruption Bureau.

Judiciary
Recruit magistrates, construct primary and high courts

3.1.2 Vision 2025


“Vision 2025” is a Government of Tanzania document that outlines the country's challenges during the first quarter of the 21st century. One of the ultimate goals of the plan is to achieve a rating on UNDP’s Human Development Index (HDI) equal to that of medium income level country (i.e. an improvement from 0.436 in 1999 to 0.69 in 2025; about the same as Romania and Bulgaria today). To reach this goal, an annual growth rate of 8%-9% has been seen as necessary.


With its emphasis on economic growth, to foster social development, the planning document states directly that the private sector will be the main vehicle for implementation of the Vision.


Vision 2025 is accompanied by a matrix of roles for implementation, but this matrix has few quantifiable items.  The private sector is invited to contribute by mobilising learning in its working, by compliance with tax payments, by joining the fight against corruption, invest in technological innovations, etc. However, there are few concrete measures from the Government’s hand designed to guide the process toward a more vigorous private sector.

3.1.3 Tanzania Assistance Strategy


The Final Draft of the Tanzania Assistance Strategy was presented in January, 2002. The Strategy represents Tanzania’s own priorities for international assistance, and can be seen as a “guide for donors” on how Tanzania wants them to assist in fulfilling Vision 2025, the PRSP, and other development policies. While sector priorities are mainly spelt out in the PRSP. the Assistance Strategy remains important concerning the procedures for co-operation between Tanzania and the donor community. 


Interestingly, the Assistance Strategy affords more attention to employment and PSD than the PRSP and Vision 2025. The key PSD issues are listed as; 

Priority areas for assistance to PSD, according to Tanzania Assistance Strategy (Final Draft, 2002)

Promote dialogue with business – i.a. through the continuation of the National Business Council (see Chapter 2.3.5)

Improve economic infrastructure, in particular transport and communication, power, water and financial services

Push through reforms that will reduce utility costs for industry

3.2 Norwegian development co-operation with Tanzania

Tanzania and Norway signed in December 2001 Agreed Minutes of consultations on guidelines for future co-operation between the two countries. The Minutes confirmed that the future co-operation should be in line with the priorities given in Tanzania's Poverty Reduction Strategy Paper (PRSP) and would move further towards increased budget support and sector programme support. The co-operation would be concentrated in the following areas:

· Budget Support, including support to financial management and the monitoring of the PRSP 

· Good Governance, including support to the Local Government Reform Program and the implementation of the National Anti-Corruption Plan

· Road sector, with an emphasise on Rural Roads

· Natural Resource Management

· HIV/AIDS Control

· Education

Crosscutting issues like good governance, anti-corruption measures, HIV/AIDS, human rights, gender and environment should be included in all program areas as well as support to civil society and the interaction between civil and public sector.

A draft Memorandum of Understanding (MoU) for the same period was signed on 4 June, 2002.  It reiterates the main focus of the co-operation efforts. There is no explicit mention of PSD, neither in the Agreed Minutes nor in the MoU, but the MoU contains a provision for including "other areas that the two parties consider important".

The ongoing co-operation between Norway and Tanzania also include support to the health sector, the energy sector, micro-finance and a short-term support to the legal sector is being prepared. This support will be phased out to concentrate the co-operation in fewer areas.


The support through Norwegian NGOs is concentrated in the following areas; good governance, HIV/AIDS, health and production/economic development.

3.3 PSD aspects in current NORAD support

3.3.1 General


NORAD already supports PSD in Tanzania through projects and programs in its current portfolio, even though PSD may not have been seen as the main justification for providing the support. Indeed, most of the activities within NORAD’s current Tanzania portfolio have indirect, but relevant, impacts on PSD. The most important linkages are discussed in this chapter.

3.3.2 Education


NORAD’s program support is provided to the primary education sector program, which has only a very long term relevance for PSD. However, NORAD also provides substantial financing to university level education through agreements with University of Dar es Salaam, Sokoine University of Agriculture, and the Institute for Development (IDM). 


Since the lack of qualified human resources is seen as a bottleneck in PSD, this sector is highly relevant. Options for PSD-motivated, enhanced support to education is discussed in Chapter 3.4.2.

3.3.3 Roads 


Poor infrastructure is among the key constraints for PSD in Tanzania. NORAD currently supports trunk roads, but will focus on rural roads in the coming period. 


The road sector has relevance for PSD both as infrastructure and as a main contracting market. Options for PSD-motivated, enhanced support to the road sector is discussed in Chapter 3.4.3.

3.3.4 Natural Resource Management

Norway is supporting a comprehensive natural resource management programme including wildlife management and the management of marine resources which both are of importance for the development of tourism. Support to agro-forestry and the development of a national forestry policy is also included as well as support to bee-keeping activities, both relevant for PSD.


Through The Royal Norwegian Society for Development, RNSD, (Selskapet for Norges Vel) Norway is supporting the MEMCOOP project. This project was started in co-operation with Co-operative College of Moshi in 1996. The project has the target to transform the Primary Co-operative Societies from state-controlled to member-controlled co-operatives.


The project has been successfully implemented (end of 2001) in the Arusha and Kilimanjaro regions.


Options for PSD-motivated, enhanced support to the natural resource management sector is discussed in Chapter 3.4.4
3.3.5 Governance 


A number of governance areas, particularly taxes and anti-corruption, have been viewed as extremely important for PSD, both by previous studies and in interviews carried out for this study.


Norway provides support to the Local Government Reform Program, and to the National Anti-Corruption Strategy and Action Plan. It also provides initial support to a legal reform programme, but this support is not planned to be continued beyond the initial phase.


Options for PSD-motivated, enhanced support to the governance sector is discussed in Chapter 3.4.4
3.3.6 Other support


In addition to the above, NORAD is supporting PRIDE Tanzania’s micro-credit activities, and to the energy sector. The support to these areas is in the process of being phased out according to the new guidelines.

3.4 Options for increased NORAD PSD support

3.4.1 General


One of the team’s main findings is that several of NORAD’s priority sectors for co-operation with Tanzania coincide with the concerns of the business community, and that it seems possible to develop effective PSD interventions by expanding on activities within these sectors. This means that intensified PSD support can be achieved through deepening and/or widening of existing support, by defining “PSD add-ons”. This approach would reduce the incremental workload for Embassy staff, and ease integration of PSD in the Tanzanian-Norwegian dialogue. 


Examples of such possibilities are discussed below.

3.4.2 Enhanced Assistance to the Education Sector


The business community unanimously rates lack of skilled labour as one of the most important constraints for development within the private sector. The importance of a vigorous and market-oriented education sector, and improved matching of academic qualifications with companies’ practical needs, is unquestionable. 


A major "finding" from the interviews was that while local companies struggle to find skilled personnel of most categories, a lot of students graduate to unemployment.


This phenomena seems to be relevant for students graduating from High Schools and Universities as well as for those who completes long term or short term Vocational Education and training.



The reason for this seems partly to be originating from the fact that most employers are seeking personnel with "long experience", often 20 years. Whether such requirements always are justified is questionable. However, relevant or not it is obvious that under the present conditions in Tanzania there are fewer every day who complies with such requirements.


The other side of this problem is that fresh graduates to a great extend are far too unprepared for the "realities of life" and what is required of them in the open society. We believe that the education sector must be much more marked oriented and great efforts must be made to make academic and practical qualifications match with the companies actual needs.


NORAD has supported higher education in Tanzania for several decades. University of Dar es Salaam (UDSM), Sokoine University of Agriculture (SUA) and Institute of Development Management (IDM) are working on several strategies to enhance their graduates’ capacity to make contributions to the private sector. For UDSM this includes using more instructors from the private sector, an incubation center for research spin-offs, model companies to illustrate business management practise, secondment of students to private companies, etc. 

Partnerships
As already indicated, a key concern of the business community is that UDSM candidates lack fundamental business understanding. Stronger business-academica partnership could contribute to bridge the gap between theory and practise. This could involve inviting business managers as lecturers, using real-life business cases, collaboration on research, etc. Several representatives interviewed stated that they could recruit top business managers who would be willing to contribute to such a project at no cost. There could also be a need to stimulate internships to prepare students for practical business, e.g. in areas such as information technology and communications. 


Tanzania has a national system for vocational training, financed by a special payroll tax (Vocational and Education Training Authority; or VETA). This organisation is supported by Germany but is at present not able to graduate a significant number of candidates who suit the needs of the labour market. This results in a lack of an effective intermediary for support to vocational training. 

Curriculum
A second potential area of co-operation within the education sector would be modification of the curricula, to suit the needs of business better. 


These PSD related issues could be incorporated in the existing higher education support.

3.4.3 Enhanced Assistance to the Road Sector 


Road construction is a cornerstone in the PRSP, it is a key priority in the future Tanzania-Norway co-operation framework, it will facilitate better access to market for rural Tanzanians, and it will be a main provider of employment over the PRSP planning period (2002-2004) as more than 730 billion TZS will be spent on road development. 


The upcoming investments in roads provide an excellent business opportunity for local contractors to develop their operations. Most rural road contracts are already won by local companies. The challenge is therefore to develop a sufficient skill and capital base to enable local contractors to implement larger and more complex works. This will require a multitude of skills in production planning, logistics, equipment maintenance, contract administration, tender procedures, etc., as well as technical know-how in areas such as road routing, asphalt technology, etc. It also requires seed capital, both for buying equipment and for providing insurance, bid bonds etc. that are required from contractors on international projects. Obviously, this is an area where assistance is needed and where it can have a profound impact. 

3.4.4 Enhanced Assistance to Natural Resource Management

Farmers’ organisations
In the light of its results, the MEMCOOP project  (see Chapter 3.3.4) is now being further developed into a next phase called EDCOOP for enterprise development. While MEMCOOP educates farmers in how to get organized and control their organisations, EDCOOP goes a step further, emphasising on how to utilise the Cooperative organisation to transform their own farms into marked oriented and economically sustainable enterprises. 

The Government of Tanzania and The Cooperative College in Moshi (supported by RNSD) are making efforts to expand the program to the entire country.  

It is the opinion of the Team that implementation of this program could have significant impact on Private Sector Development in Tanzania as well as being important means of obtaining central PRSP targets.

Forestry
Another area of co-operation, within existing support, could be the development of a more site-oriented forest policy, which gives the correct logging incentives for increase plantation output while remaining restrictive with respect to indigenous forest.

3.4.5 Enhanced Assistance to Governance


Good governance is a crucial issue voiced by the business community. This includes many concerns which are related to programs already supported by NORAD. 

Local taxes
There is a need to introduce similar taxation planning skills at the local level, as part of the local government reform program. The World Bank is preparing a Fiscal Decentralisation Program where this will be accommodated, but the program is still at a concept stage only.

Tax Impact Assessmente
The World Bank funded Tax Administration Program’s focus has so far been on streamlining collection and reaching targets for central government revenue. As these concerns have now shown some progress, there should also be scope for exploring how the taxation “mix” can be modified to provide better incentives for business – without reducing the total tax base. To identify win-win reforms within the tax system is therefore an important task.


As illustrated in Chapter 2.4.1, the mining sector is an area where specialised taxation skills, royalty optimisation and contract negotiation competence will be needed. Norway has comparable expertise from the North Sea, and this is an area where governance and natural resource management meet. Assistance could be part of a broader frame of Norwegian support to taxation and fiscal management issues.

Corruption
The issue of corruption is among the highest-ranked concerns of the business community. Continued support to Tanzania’s anti-corruption efforts would address these concerns.


There is also a concern in the business community that decentralised procurement rules have increased the risk of corruption in donor funded projects. NORAD should continuously consider its role in ensuring fair tender procedures in procurement.

Legal Sector Reform (co-financing)
Norway will support the initial phase of the legal sector reform programme, but no Norwegian support has been planned beyond this due to the concentration of the co-operation. Sweden considers support to this programme. These processes have also been supported by Denmark, France, Ireland and the World Bank. The team would recommend that Norway consider further support to the initiative through SIDA.

Advocacy
The private sector needs advocacy. The National Business Council is becoming a strong forum, but is dominated, to a certain extent, by large companies. UNIDO and SIDA provide support to the Tanzania Chamber of Commerce, Industry and Agriculture, which will remain an important voice for smaller business. Denmark has provided support to Tanzania Confederation of Industries, through twinning arrangements with its Danish sister institution.

3.4.6 Other Areas of Relevance

Embassy services
The Embassy could consider to review its service provision to Norwegian businesses in Tanzania, and strengthen the Norwegian business forum. The forum could become more efficient if it is structured in a more formal way, and mandated to take up policy dialogue with relevant authorities in a collective manner. 


Such an increase of the Embassy’s general service provision towards the private sector would seem a natural consequence of a more pronounced PSD effort within its development co-operation programs.

Tender procedures
The untied funding in combination with the principle of local management and ownership are fundamental principles in the Norwegian assistance policy.

However these principle can under the present circumstances set at risk values that from Norway's point of view are important priorities. The effect that the above mentioned principles can lead to project implementation with less emphasis on aspect like HIV/Aids, gender issues, local employment, knowledge transfer and strengthening of the social environment was mentioned by various representatives for Norwegian companies, and is contrary to the Norwegian intention.


To avoid this tendency review of tender procedures and evaluation criteria must be made in a joint effort by the involved parties. (Donors, GOT, WB, ADB and others.)

The BEST Programme (co-financing)
The BEST Programme (Business Environment Strengthening for Tanzania) has singled out a set of reforms designed to improve the business environment within a period of five years after its launch. These reforms are;

· Training in private-sector orientation among public servants;

· Institutional Strengthening of Tanzania Investment Center;

· Improve the advocacy power of the private sector, through support to the Tanzania Private Sector Foundation;

· Improve the processes for resolution of commercial disputes. This includes anti-corruption measures, easing access to the commercial court, and simplification of court procedures.

· Improve and simplify the regulatory framework in a number of sectors, i.a. by drafting a Deregulation Act, and establish a unit for better regulation.

BEST is now being assessed by GoT. Sweden has indicated interest in supporting BEST, possibly through a basket funding arrangement. The Team would recommend that Norway consider supporting this initiative through SIDA.

3.5 Other ares considered


The following potential areas were considered, but were not regarded as main priorities for further work;

Energy
Norway is phasing out its support to the energy sector. The main beneficiary of Norwegian assistance, TANESCO, is undergoing a complex corporate restructuring. Also, while Tanzania implemented two of East Africa’s largest hydropower projects in the 1980s (Pangani Falls and Lower Kihansi), future generation projects will likely be based on natural gas and on private-sector arrangements. Thus the previous conditions for Norwegian support will no longer be in place. 


Support to confined areas such as small hydropower and rural electrification will continue to be justified regardless of the broader issues, but were not brought forward as main PSD concerns in the team’s field work or literature surveys..

Fisheries
Norway has earlier supported the fisheries sector in Tanzania and is presently, as part of the regional cooperation, supporting a project through IUCN with the overall goal of contributing to sustainable use of the fishery resources in Lake Victoria including socio-economic aspects.

This report does not recommend a broader assistance to the sector as this has proven to be a complex issue for development assistance and significant planning and other resources would be needed. Other areas of support discussed in this report are expected to offer significant results for PSD with use of less resources, and in a broader, multi-sector context.


(Micro) credit
Credit is important, particularly in rural areas. NORAD has supported PRIDE Tanzania and is planning a final phase of support (phasing out) over three years. Several other donors provide assistance to the financial sector. Denmark, Canada, and the World Bank are among donors who support micro-credit programmes. Norway will continue to be involved in the sector through NORFUND.

Trade
As stated in Chapter 2.6, Tanzania is aligning its trade relations with WTO and has discontinued its membership in COMESA. None of the companies interviewed for this study stated that trade relations were a significant issue in business development. Similarly, trade relations have not been brought forward as a key constraint in any of the previous studies reviewed.The Team has therefore not recommended support to developing trade relations as a priority for potential support. 

4 Contribution to PSD from Norwegian private sector organisations and enterprises.

4.1 General 

As part of this study, areas should be pointed out where Norwegian enterprises and institutions can assist Tanzanian organisations and companies in their efforts in creating a business friendly environment, enabling sustainable Private Sector Development (PSD).

This is to be further developed in Phase II of the PSD studies.

In principle, Norwegian companies can contribute to PSD in two fundamentally different ways; (i) as service providers and partners in development programmes such as discussed in Chapter 3, and (ii) as investors in Tanzania and suppliers of goods and services on commercial basis. These potentials are discussed in the following two section.

4.2 Norwegian institutions and enterprises as service providers in facilitating PSD in Tanzania.

4.2.1 General


Several Norwegian institutions have been used as service providers for institutional development and capacity-building in Tanzania. To date, such co-operation has drawn mainly on the resources of public and semi-public Norwegian institutions. However, it should be assessed whether private Norwegian companies could provide such services as efficiently. This section therefore suggests both public and private partnerships.

4.2.2 Norwegian Institutions and Enhanced Assistance to the Education Sector


Suggested areas of PSD co-operation include modification of curriccula, real-life case studies from the private sector, research partnerships, businesspeople as lecturers, etc.


Norwegian institutions such as SINTEF, NTNU, NHH and BI have experience in invoking the private sector in higher education, and in creating mutually productive partnerships between business and the academica. 

4.2.3 Norwegian Institutions and Enhanced Assistance to the Road Sector


Suggested areas of PSD co-operation include business development for local road contractors, and support to rural roads.


Concepts for business development for small contractors can be developed by Norwegian consulting firms (e.g. Norconsult and NORPLAN, both of whom have permanent offices in Tanzania working within the road sector), and by Norwegian contractors such as NOREMCO (owned by Veidekke ASA). 


The Norwegian Roads Directorate is already providing capacity-building support to TANROADS. Continued and expanded support to the sector could involve both the Directorate and private Norwegian companies.

4.2.4 Norwegian Institutions and Enhanced Assistance to the Natural Resource Management Sector


This sector has a number of ongoing activities that involve Norwegian resources. Potential additions discussed in this study include ENTCOOP and support to legal development in the plantation sector.


Such activities could involve The Royal Norwegian Society for Development (ENTCOOP) and companies such as Statskog and Tree Farms (forestry).

4.2.5 Norwegian Institutions and Enhanced Assistance to the Governance Sector


Support to the governance sector will have indirect relevance for all Norwegian companies working in Tanzania.


Support could also directly involve Norwegian institutions, such as Statistics Norway, Ministry of Finance, and consulting economists, legal experts etc.

4.2.6 Norwegian Institutions and Enhanced Assistance in Other Areas


Increased NORAD attention to tender specifications and procedures has been suggested. This will benefit companies who share development “core values” such as environmental diligence, responsible labour relations, gender equality, training, and sensitive mobilisation  of local resources – whether these companies are Norwegian or foreign. 


While such criteria are also invoked in tender specifications today, it is widely considered in the business community that they are not decisive at all for contract award.


Assistance in advocacy and certain co-financing options could involve Norwegian partners such as the Confederation of Norwegian Business and Industry (NHO).

4.3 Potential business areas for Norwegian enterprises in Tanzania.

Whereas investment and commercial opportunities for Norwegian enterprises will be the central focus of phase II of the study we will here only briefly mention what looks to be core areas of private business potential in the country. 

Several Norwegian companies are already present in Tanzania. They include;

Norwegian companies in Tanzania



ABB
1993
Electrical equipment

Tree Farms A/S
1998
Timber processing and plantations

FORINDECO
1973
Forestry consulting; trading

Green Growth
1997
Internet; agriculture

Norconsult
1990
Consulting

NOREMCO
1981
Construction

NORPLAN
1976
Consulting

Telenor Satellite 

Mobile telecommunications (Saiba Telecommunications)

Scan African Aviation
1995
Air transport 

Scancem
1967
Cement

Source: Study on Private Sector Development in Tanzania, Nordic Consulting Group, June 2000

4.3.1 Agriculture development and food processing


The programme developed by regarding development of farmers’ organisations including the model of business oriented thinking (MEMCOOP and EDCOOP) should be considered extended to all regions of the country. 

While poverty reduction in Tanzania heavily rests on rural development based on small and medium scale farming there is obviously also room for big scale production of agricultural products as basis for export of fresh products as well as for food processing.

Increased production of agricultural products meant for a combination of export and domestic consumption could gradually develop a considerable home market compared to the present situation.

It is for instance a great paradox that while Tanzania has a large production of fruits and vegetables, orange juice and other processed products found in the local market are imported from neighbouring countries or from overseas.

4.3.2 Forestry, Timber Sawmills and treatment

While in Tanzania forestry's main focus is on conservation and balanced utilisation of natural vegetation it is believed that there is room for development of tree farms which could deliver raw materials  to local processing industry. Sawmills could supply both local and export markets with timber and a range of products for construction industry and furniture manufacturing.

The experience from Sao Hill is the natural starting point for study of the possibilities and limitation of this sector.
4.3.3 Furniture manufacturing

Norway has a long tradition within this sector, and the possibilities to develop industry in Tanzania based on local labourers and raw materials could be looked into.

4.3.4 Energy


Norwegian companies have made strong contributions to the Tanzanian electricity sector. However, the large hydropower developments of the late 1980s and 1990s will not continue into the next decade, and companies who wish to work in the sector must refocus, to network operation and development, corporate development, and cross-border transmission projects such as Tanzania-Zambia and Tanzania-Kenya. They will still be in a position to enjoy Norway’s good reputation. 

4.3.5 Tourism

Tourism is a growing sector in Tanzania and could also be interesting for Norwegian investors. Tourist packages for the Norwegian and Scandinavian market could be further developed through Norwegian engagement in marketing and development  of local travel and experience concepts.

4.3.6 Trade

Increased Export is an important basis for PSD in general and in a country like Tanzania in particular. From 1. July 2002 there are no Norwegian tax or duty on goods imported from the Least Developed Countries including Tanzania.

The challenge for the Norwegian and Tanzanian business communities is therefore in co-operation to develop products which meets with Norwegian quality standards and otherwise are attractive to the Norwegian market. There are several companies in Tanzania having experience with Norwegian counterparts, but so far the trade has been dominated by import to Tanzania.
4.3.7 Road and bridge sector


Following the establishment of TANROADS and the financial framework which has been put in place to facilitate this semi commercial agency, Tanzania is likely to face increased investment in the road sector. Several countries including Norway continues to support the road sector and the HIPC arrangement is adding funds to the Tanzanian road sector. 


While the major trunk road projects will create opportunities for international companies the majority of new road projects will be of medium and small sizes (district- and regional roads). which construction and maintenance are undertaken by local companies.

The latter categories of road construction and maintenance are administered by authorities under the local governments. 

Detected areas of support in these regards are:

· Assistance from Norwegian companies to local road constructors on capacity and competence development.

· - Assistance from Norwegian road authorities on road administration development.
Within this sector Norwegian enterprises are definitely among the most experienced operating in Tanzania. As described above, the road sector is expected to face considerable growth in the years to come. Provided that untied funding are practically implemented by most donors, Norwegian companies can take their share of the market due to advantages like:

· high competence on road and particularly bridge construction.

· compliant to technical standards.

· high profile on knowledge transfer and local employment

· high profile on environmental and social project aspects.
4.3.8 Consultancy Services.

Norwegian consultancy companies have long tradition in Tanzania. Companies like Norconsult and Norplan who operate within the road- and hydropower sectors have established local enterprises which to day operate in the local market independently of the mother companies on small and medium size project. The Norwegian counterparts are brought in on large projects only.

The demand for high quality consultancy services are likely to increase in the years to come following increasing investment level particularly within the road sector but also within rural telecommunication and energy. 

The ten subsidiary Action programs of The Nile Basin Initiative gives job opportunities to Tanzania linked companies. In particular within the hydropower Sector this is an important opportunity for cooperation between Tanzanian and Norwegian consultancies.

The secretariat of the Power Trade Program (project management unit) is located in Arusha and a complete study of the total potential for power trade within the Nile basin is intended to be completed within a timeframe of two years.

ANNEX 1



SUMMARY TABLE OF A POTENTIAL PSD PORTFOLIO IN TANZANIA



Areas
Point of entry


Relevance for Norwegian companies / institutions

EDUCATION



- Modification of curriculum
Existing agreement(s).
Unknown

- Business/academica partnerships (invite private managers as lecturers, student secondment to business, use real-life business cases, incubation center, economic research, etc.)
Existing agreement(s).
Private companies (providing lecturers, research cases, etc), SINTEF, NTNU, NHH, BI

ROADS



- Business development for local road contractors
Support to rural roads
Norwegian construction companies can provide assistance to local road constructors on capacity and competence development.

Road administration 
Support to rural roads
Norwegian road authorities can provide assistance to local road administration capacity and competence development

NATURAL RESOURCE MANAGEMENT



- Management regime for industrial (plantation) forest 
Support to natural resource management
Statskog, Tree Farms, etc.

- Rural availability of internet and other telecom services
A World Bank team is presently doing feasibility studies in the country. This among other areas includes rural telecom
Norwegian companies can offer consultancy on feasibility study, planning and project supervision.

- a minimum level of theoretical and practical education among rural inhabitants


Ongoing NORAD support to SUA capacity and competence building.

Separate agreement about (TARP II)


- Farmers’ organisations
The Co-operative Collage of Moshi 

ENTCOOP

A project supported by NORAD and RNSD
The Royal Norwegian Society for Development (Norges Vel) is involved. 

GOVERNANCE



- Central revenue: Training in impact analyses for taxation design
Support to Public Sector Expenditure Review
Statistisk Sentralbyrå, Finansdepartementet

- Local revenue: Training in financial administration and tax design
Support to Local Government Reform Program
Indirect relevance for all companies with permanent office

Local government reform and anti-corruption measures. 

Local tax administration
Support to the Local Government Reform Program (LGRP)

Support to implementation of the Anti Corruption Strategy.
Support is given as part of the Public Reform Program. Norway is lead donor agency for the program and is committed to continue the support. The possibility for support in form of knowledge transfer from Norwegian authorities and specialistS must be further analysed.

- Anti corruption: Legal sector reform 
Via SIDA
Indirect relevance for all

- Anti corruption: Anti-Corruption Strategy
Ongoing support
Indirect relevance for all

- Anti corruption: Basket finance administration
To be indicated by NORAD 
Review of tendering procedures.

Bid evaluation criteria and winner selection procedures must ensure that environmental and social aspects of projects are duly emphasised.

- Business Environment Strengthening for Tanzania (BEST)
Via SIDA. NORAD intends to analyse BEST proposal, and consider support.


OTHER



- Chamber of Commerce advocacy activities

NHO

- Embassy services; improve responsiveness to needs of Norwegian companies

General service to Norwegian companies







ANNEX 2

OVERVIEW OF DONOR FINANCED PSD ACTIVITIES IN TANZANIA









Donor
Area
Project or Program
Amount
Recipient
Start/end date
Description / objective









Canada
Micro Finance
Micro-enterprise Business Development Project
2.8 million USD
Huduma ya Maendeleo – Tanzanian NGO
1995 – 09/02
The objective of the project is to develop a local institution that will promote the role of micro-enterprise in the Tanzania economy. The project strategy is to provide loan capital for lending to micro-enterprises on a sustainable basis so as to increase their financial stability, potential for growth and employment creation.

Canada
Micro Finance / capacity building
Micro finance Capacity Building Facility
3.3 million USD
GoT
Tentative 2002-07
To support Tanzania in poverty reduction by increasing the income generating capacity primarily of the underprivileged by strengthening the capacity of a selected number of micro finance institutions to deliver financial services to small businesses and income generating activities.

Canada
Micro Finance / capacity building
Capacity Building for Savings and Credit Cooperative Societies
0.5 million USD
Savings and credit Cooperative Societies
06/01-03
To develop the management and technical capacities of grass root micro finance institutions to provide quality services to micro-entrepreneurs.

Canada
Micro finance / policy formulation
Enabling environment for micro finance industry
1 million US$
GoT
2002-05
The purpose of the project is to strengthen the capacity of the Bank of Tanzania to develop a regulatory and supervisory framework for promoting the development of an efficient and effective micro finance service industry.

Denmark
Training
Vocational Education and Training Authority - VETA
8 million USD
VETA/Ministry of Labour and Youth Development
01/98 – 12/02
Support to VETA to improve vocational and educational training by making it demand oriented and receptive to the changes and demands of the private sector.

Denmark
Micro Finance
Micro Finance Component
2 million USD
CRDB
01/98 – 12/02
Pilot project to strengthen SACCOs and other MFIs to receive credit through CRDB, thus making CRDB an apex bank.

Denmark
Finance sector
CRDB Restructuring
8 million USD
CRDB
1994 - 2002
DANIDA has purchased 30% share in CRDB, and has financed technical assistance and hardware for the information system (satellite based) among other things.

Denmark
Finance sector
Venture Capital fund
3.5 million USD
FEDHA Fund
1994-2002
DANIDA has purchased 26% share in FEDHA fund, as well as 20 stake in First Capital Partners that manage said fund – Venture Capital for high growth potential companies in Tanzania

Denmark
Finance sector
Bankers’ training
N/a
Tanzanian Bankers Association
2002- n/a
Establishment of a Bankers Training Institute/School

Denmark
Policy Formulatyion
MYLDS
0.6 million USD
MYLDS
03/01 – 12/02
Institutional support to the Labour department in Ministry of Labour and Youth Development and Sports (MYLDS)including upgrading of office. Hearing, discussing and preparing a new labour law.

Denmark
Policy formulation / legal reform
Review of insolvency law
25,0000 USD
Mkono Co. Law Firm

A review of the insolvency and bankruptcy law, as a first step in drafting a new law.

Denmark
Policy formulation / legal reform
Drafting and hearing of new insolvency law
80,000 USD
N/a
06-12/01
Drafting and hearing of new insolvency law

Denmark
Policy formulation / legal reform
Review and drafting of law on industrial design
N/a
N/a
06-12/01
Review and drafting of law on industrial design

Denmark
Policy formulation / legal reform
Establishment of Commercial Court
1.8 million USD (phase one)
Court of Appeal
99 02 (ph.1)  03-07 (ph.2)
Twining with Danish and Canadian commercial courts. Computer based court handling system, extensive training of professional staff

Denmark
Policy formulation / legal reform
Support to BRELA, Tanzania Bureau of Standards, Weights and Measures and Government Chemist
N/a
MIT
02-n/a
Regionalisation of the services offered, computerisation of work etc.

Denmark
Advocacy
Confederation of Tanzanian Industries (CTI)
1.5 million USD
CTI/DI
98-12/02
Twinning with Confederation of Danish Industries (DI), support to various studies and professional staff.

Denmark
Capacity building
PSD Support 
N/a
N/a
Jan/01 permanent
Twinning program for joint ventures, support for studies, visits, project investment, technical assistance and environmental investment.

Denmark
Advocacy
Trade Union Movement
1.5 million USD

2001-02
Support to strengthen the Trade Union as a major player in civil society and a counter balance to the business organisations - project document under development.

Germany 
SME Service Delivery
Strengthening self-help organisations in the informal economy
6.8 million USD
SIDO and other NGOs
1991 – 04/02
The target is the Small Industries Development Organisation (SIDO) to improve its capacity to deliver business development services effectively on a sustainable basis.

Germany
SME Service Delivery
Business development services

SIDO and municipalities

The improvement of entrepreneurship and business management training delivery of three regional SIDO offices. Assistance to get additional loan funds. In addition, facilitation of local business promotion activities of the respective municipalities.

Germany
SME Service Delivery
Support to small businesses

Hans Seidel Foundation, Small businesses and NGOs

Support to small businesses with training and consultancy services. In addition, subsidies go to non-governmental initiatives in this field.

Germany
Financial sector
Tanzania Development Finance Company (TDFC)

TDFC

German Investment and Development Company (DEG) is a partner in the TDFC.

Germany
Financial sector
Tanzania Venture Capital Fund (TVCF)

TVCF

German Investment and Development Company (DEG) is shareholding in TVCF.

Germany
Fiscal
Tax Administration Programme

TRA
1998 - 2001 (next 3-yr  phase agreed )
The objective is to collect income tax in a fair, effective and efficient way, and to increase revenues

Germany
Capacity building
Joint Integrated Trade Assistance Program (JITAP)

MIT
Ends 97/02
Capacity building in relevant government bodies and private sector organisations through special training programs, to enable Tanzania to cope with the WTO agreement on liberalised markets.

Germany
Regional integration
Support to East African Community

EAC
98-07
Enlargement of the markets available to regional firms and the subsequent increase in interregional trade flows as well as increased competition as a pre-condition for lower prices, higher standards of products and sustainable export development are in the focus of the Secretariat.

Germany
Capacity building
TCCIA



Part of the Private Sector Promotion Project East Africa. The aim is to improve the service delivery and advocacy capacity of the chamber through capacity building. At a later stage, the networking with the private sector representative organisations in the other East African countries will also be a focal point of the project.

Germany
Training
Vocational and Educational Training Authority (VETA)

VETA
Ends 97/02
To strengthen VETA’s role as facilitator and coordinator in the VET system. Improvement of VETA’s advisory, management and labour market analysis capacity as well as improvement cooperation with employers and other training providers. Assistance in expansion of training concept to meet the needs of target groups not yet addressed by the formal training programs.

ILO
Informal sector
Assistance to Informal Sector Associations
8000 USD
VIBINDO - FISOTA
01-02/01
Assistance to strengthening VIBINDO SOCIETY, an informal sector organisation in Dar es Salaam. Assistance to the creation/inauguration of FISOTA, Federation of Informal Sector Organisations in Tanzania.

ILO
SME service delivery
Start and Improve Your Business (SIYB)

Private trainers/consultants and training institutions (IFM, SIDO, MEDA, ZAD, OICT)
01 /98 - ongoing
Training of trainers program in different training modules: ‘Generate Your Business Idea’, ‘Start Your Business’, and ‘Improve Your Business’.

ILO
SME service delivery
environmentally sustainable urban development
0.2 million USD
Local training institutions
01/97-03/01
Training of small and medium enterprises in waste handling, business management, marketing, occupational safety and health etc.

ILO
Bridging the gap

25 000 USD
Eastern Southern African Management Institute (ESAMI), Arusha
2001 - 04
Strengthening capacities of non-bank financial intermediaries to set up, operate, expand and monitor guarantee funds. A programme in support of non-bank financial institutions managing guarantee funds for small and micro-enterprises

ILO





A qualitative analysis of constraints and coping mechanisms of micro-enterprises in Tanzania. Research study on regulatory and non-regulatory constraints faced by micro-entrepreneurs, and analysis of how they deal with these constraints.

ILO
Plocy formulation / informal sector
Informal Sector Roadmap
85000 USD
Enterprise Development Centre (EDC)
06/01 – 04/02
Research study on regulatory and non-regulatory constraints faced by micro-entrepreneurs, and analysis of how they deal with these constraints.

ILO
Micro /small scale enterprises
Micro /small scale enterprises
22,151 USD
Economic and Social Research Foundation (ESRF)
02-10/01
A review of policy, legal and regulatory framework and its impact on employment International comparative research project on the impact of policy and regulation on employment in SMEs.

Nether-lands
Capacity building
FAIDA Small Enterprises Promotion
1 million USD
Farmers and business development service providers
07/99-06/02
Facilitation of the establishment of market linkages for farmers.

Nether-lands
Capacity building
PSD Lake Zone
1 million USD

01/00 – 12/02
Facilitating advocacy , business development services and training.

Nether-lands
Financial services
FAIDA Small Enterprises Promotion

SMEs through CRDB
07/99 – 06/92
Guarantee scheme jointly with CRDB for lending to SMEs.

Nether-lands
Financial services
Financial sector development


2002
Facilitate the accessibility of financial services to the rural poor.

Nether-lands
Financial services
Smallholder Dairy Support Programme (SDSP)
4,3 million USD
Small dairy farmers
2001-05
Provides credit in kind (heifers) to small holders farmers.

Nether-lands
Financial services
Equity Participation

ACB

Provides equity funds to Akiba Commercial Bank and Venture Capital

Nether-lands
Policy formulation
BEST


2002
To improve the business environment.

Nether-lands
SME service delivery
TCCIA branches in districts
USD 650 000
Business services providers
07/99 – 06/02
Organising business groups in order to increase their lobby power in districts.

Nether-lands
Linkages
PMOA
4 million USD
Tanzanian / Dutch firms
2000-02
Promotion of Dutch investment in Tanzania by linking up with Tanzanian firms.

Sweden
Capacity building
Promotion of Rural Initiatives for Micro Enterprises (PRIME)


2001-03
Establishment of market linkages between markets and farmers

Sweden
Micro Finance
Promotion of Rural Initiative and Development Enterprises (PRIDE)
0.4 million USD
PRIDE
2000-02
Institutional support is provided for research and development activities to further improve on the PRIDE micro-finance model.

Sweden
Financial sector
Bank of Tanzania (BOT)

BOT

Assistance is provided to the BOT Task Force on the review of the legal, regulatory and supervisory framework for micro-finance in Tanzania.

Sweden
Financial sector
Capital Markets & Securities Authority (CMSA)
800 000 USD
Capital Markets & Securities Authority (CMSA)
1996-2002
Support is provided to enable the authority to develop its regulatory and supervisory capacity and strengthen and develop the newly established Dar es Salaam Stock Exchange (DSE).

Sweden
Financial sector
Tanzania Venture Capital Fund (TVCF) and Fedha Fund
Until now 800,000 USD
Tanzania Venture Capital Fund (TVCF) and Fedha Fund
From 1997
Support is provided in the form of conditional loans to Swedfund International AB, which is owner of the Swedish shares in the two funds. Both TVCF and Feda Fund make investments in industrial ventures in Tanzania.

Sweden
Financial sector
Financial Sector Assessment
250,000 USD
Tanzania Venture Capital Fund (TVCF) and Fedha Fund
2001
The outcome will provide guidelines and directions for additional Swedish interventions in support of financial sector development in Tanzania during the coming years.

Sweden
Policy formulation
National Trade Policy
200 000 USD
MIT
2000-02
Support to the formulation of the national trade policy

Sweden
Capacity Building
Capacity Building Project for MIT
750 000 USD
MIT
2000-03
The capacity building project consists of the following three projects: 1. Implementation of competition policy and law; 2. Reduce business transaction costs, and; 3. Upgrading of the Ministry’s registry function.

Sweden
Capacity Building
Tanzania Bureau of Standards (TBS)
0.3 million USD
Tanzania Bureau of Standards (TBS)
2000-02
Capacity Building

Sweden
See main report.
Business Environment Strengthening for Tanzania (BEST)

See main report.
2001-04
See main report.

Sweden
Advocacy
TCCIA support
1.5 million USD
TCCIA
96 – 03; probably 3-yr ext.
Development of TCCIA into a sustainable and member-driven chamber network, able to provide appropriate services and authorities to the business community.

Sweden
Linkages
Enterprise Development Programme (EDP)



Assistance is given to facilitate and support the development of commercial relationships between Swedish and Tanzanian companies.

UNDP
Micro finance
Micro Save Africa
660,000 USD

98 - 01
Assistance to organisations for strengthening their ability to enhance saving service development. The micro-finance team will provide technical advisory input to AFCAP on savings related issues, providing technical advisory input to MFIs and take forward the UNDP Africa Regional Savings Mobilisation Initiative (ARSMI).

UNIDO
Training
Integrated Training Programme for Women Entrepreneurship Development
620,000 USD
Ministry of Industry and Trade/SIDO

Entrepreneurship development programme targeting women involved in micro-scale food processing activities.

UNIDO
SME Service delivery
Small and Medium Enterprises Development
71,500 USD
MIT

Strengthening capacity of Ministry of Industry and Trade for SME promotion and policy formulation.

UNIDO
Policy formulation
Strengthening capacity of Ministry of Industry and Trade for SME promotion and policy formulation.
163,500 USD
MIT

Investment promotion strategy, revising of Act, regulatory and institutional environment.

UNIDO
Policy formulation
Assistance in Implementation of Sustainable Industrial Policy (SIDP)
182,000 USD
MIT

Strategy and plan of action for implementation of SIDP, industrial partnership and consultative mechanism between public and private sector.

UNIDO
Advocacy
Tanzania Private Sector Foundation (TPSF), Confederation of Tanzania Industries (CTI) and Tanzania Chamber of Commerce, Industry and Agriculture (TCCIA)
630,831 USD
Tanzania Private Sector Foundation (TPSF), Confederation of Tanzania Industries (CTI) and Tanzania Chamber of Commerce, Industry and Agriculture (TCCIA)

Description Improving capacities in private sector institutions, improving dialogue between government and private Sector.

United Kingdom
SME service delivery
Small Enterprise Development Agency (SEDA)
1.4 million USD
SEDA
99-02
Assistance to build up institutional capacity to transform and manage itself as a sustainable provider of financial services to micro entrepreneurs, particularly women.

United Kingdom
Micro finance
FINCA
2.2 million USD
FINCA
99-04
FINCA will provide credit and savings services to low-income entrepreneurs primarily women with a view of increasing their income and improve their standards of living. The approach will be to work through an expanding Village Banking Network saved by a sustainable financial intermediary, FINCA, Tanzania.

United Kingdom
Micro finance
AFCAP
6.6 million USD

99-02
AFCAP is a micro-finance capacity building programme in Africa aimed at enhancing the capacity of micro finance institutions to deliver financial services to poor people on a sustainable and replicable basis.

United Kingdom
Micro finance

660,000 USD

98-01
Assistance to organisations for strengthening their ability to enhance saving service development. The micro-finance team will provide technical advisory input to AFCAP on savings related issues, providing technical advisory input to MFIs and take forward the UNDP Africa Regional Savings Mobilisation Initiative (ARSMI).

USA
Capacity building
Private Enterprise Support Activities


09/01 – 09/05
Market linkage and information development, business skills training.

USA
Fiscal
Tax and mining policy
1,330,000 USD

06/01 – 09/03
Policies to support artisanal mining and the optimal investment of Government income from the mining sector.

USA
Policy formulation
06/01 – 09/03


06/01 – 09/03
Capacity building for Policy Analysis Department of the Ministry of Finance.

USA
Policy formulation / capacity building
Private Enterprise Support Activities

TRA, BRELA, CSD, TIC, etc.
06/01 – 09/05
Capacity building and "Quick Wins" in selected Government of Tanzania agencies.

USA
Advocacy
Tanzania Private Sector Foundation (TPSF)
95,000 USD
TPSF
10/00 – 06/01
Start-up operational support.

World Bank
Micro finance
Rural and micro-financial services project
2 million USD
Bank of Tanzania
2000-02


World Bank
Financial sector / micro finance
Second Financial Institutions Development Project
27 million USD
Bank of Tanzania/National Micro-finance Bank
2000-03


Source: Ministry of Finance; External Finance Database. The database in under development and the list may not be entirely complete. 



ANNEX 3

LIST OF INFORMANTS AND

INSTITUTIONS RELEVANT FOR PSD IN TANZANIA



NAME
RELEVANCE
CONTACT DETAILS





Tanzania Investment Centre
Co-ordinates, encourages, promotes and facilitates private investment, and provides advice on investment –related issues
T: + 255 – 51 – 116 328

F: + 255 – 51 – 118 253

Presidential Parastatal Sector Reform Commission
Promotes privatization of state-owned enterprises. Mandate ends in 2003
T: + 255 – 22 – 211 5482

F: + 255 – 22 – 211 3065

E: info@psrctz.com

Ministry of Industries and Trade
Small and medium sized enterprises, external trade, intellectual property rights, sectoral development, and competition policy
T: + 255 – 22 – 218 1397

F: + 255 – 22 – 218 2481



Ministry of Energy and Minerals
Oversees energy and minerals development
T: + 255 – 22 – 211 7153

F: + 255 – 22 – 211 6719

E: madini@ aficanonline.co.tz

National Development Corporation (NDC)
Oversees heavy industries, including power projects and EPZs


Tanzania Revenue Authority
Collects union taxes, levies and fees
T: + 255 – 22 – 211 9591

F: + 255 – 22 – 211 9595

E: webmaster@tra.go.tz

Website: www.tra.go.tz 

Ministry of Lands and Human Settlements Development
Land allocation and site development
T: + 255 – 22 – 212 1241

F: + 255 – 22 – 212 3224

Ministry of Labour, Youth and Sports Development
Labour laws, conditions of employment, work permits
T: + 255 – 22 – 212 0419

F: + 255 – 22 – 212 3082

E: ps-archi@africanonline.co.tz

Ministry of Home Affairs
Immigration issues
T: + 255 – 22 – 211 2034

F: + 255 – 22 – 213 9675

Court system
Commercial dispute resolution; includes Court of Appeal, High Court (including Commercial Court set up in 1999), District Court, Residual Magistrates Court, etc.


World Bank Resident Mission
Country Information, donor information
T: + 255 – 51 – 36410

F: + 255 – 51 – 113039 





Norwegian Embassy

T: + 255 - 22 - 211 3366

F: + 255 - 22 - 211 6564

E: emb.daressalaam@mfa.no

website: www.norway.go.tz





Norconsult 
Interviewed for this report
T: + 255 – 22 – 2667 344

F: + 255 – 22 – 2667 902

E: ntz@norconsult.co.tz

NORPLAN (T) Branch
Interviewed for this report
T: + 255 – 222 – 66 80 90

F: + 255 – 222 – 66 83 40

E: norplan@raha.com

TANROADS
Interviewed for this report
T: + 255 – 222 – 15 25 76

F: + 255 – 222 – 15 00 22

E: tanroadshq@cats-net.com 

Scan-Tanzania / FORINDECO
Interviewed for this report
T: + 255 – 222 - 66 87 28

F: + 255 – 222 – 66 64 87

Tanzania Portland Cement Co. Ltd.
Interviewed for this report
T: + 255 – 222 – 63 01 30

F: + 255 – 222 – 63 01 39

Tanzania Chamber of Commerce, Industry and Agriculture
Interviewed for this report
T: + 255 – 222 – 12 14 21

F: + 255 – 222 – 11 94 37

tccia.hq@cats-net.com

Vocational Education and Training Authority (VETA)
Interviewed for this report
T: + 255 – 51 – 863 407

F: + 255 – 51 – 863 408

E: vet@africaonline.co.tz

Tanzania Breweries
Interviewed for this report
T: + 255 – 22 – 22 55 11

F: + 255 – 22 – 24 63 51

USAID
Interviewed for this report
T: + 255 – 51 – 11 75 37

F: + 255 – 51 – 11 65 59

ILO
Interviewed for this report
T: + 255 – 22 – 66 60 24

F: + 255 – 22 – 66 60 04

E: daressalaam@ilo.org

University of Dar es Salaam
Interviewed for this report
T: + 255 – 22 – 24 10 500

E: webmaster@udsm.ac.tz

website: www.udsm.ac.tz

Standard Chartered Bank
Interviewed for this report
T: + 255 – 222 – 12 21 60

F: + 255 – 222 – 11 37 70

SIDA
Interviewed for this report
T: + 255 – 222 – 11 12 35

F: + 255 – 222 – 11 34 20

E: ambassaden.dar.es.salaam @sida.se

Website: 

www.swedemb-dar.com
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ANNEX 5

Terms of Reference
Study on

Private Sector Development (PSD) and Prospects for Norwegian 

Trade and Investment Interests in Tanzania (phase 1).

Background

As part of the renewed emphasis on private sector development in its countries of co-operation, NORAD will, together with Norwegian trade and industry, undertake a two-phased study on PSD in Tanzania. Phase I will focus on the enabling environment for PSD including investment climate and private sector development policies as well as physical and social infrastructure, and will take into consideration present areas of co-operation and the efforts of other donors. It will include an assessment of areas of co-operation where Norwegian private sector organizations or enterprises can enhance the development effects in terms of poverty reduction. Phase II will assess investment or commercial opportunities for Norwegian enterprises, not restricted to Norwegian Governmental development co-operation. This ToR covers phase I.  

In phase one of the study there is a need to explore the possibilities and constraints for broad based economic growth in primary, secondary and tertiary sectors on a general basis and within the guidelines given in the Strategy for Norwegian Support of Private Sector Development in Developing Countries. Due consideration must be given to Tanzania`s national policies and national strategies, including the Poverty Reduction Strategy Papers.  The study may consider new areas of co-operation between Tanzania and Norway beyond the sectors stated in the Memorandum of Understanding and other agreements between the two countries, if relevant.  Areas of consideration in this respect are areas representing obstacles for PSD where Norway may have special competence. NORAD has the overall responsibility for phase I. An adviser from the Norwegian trade and industry will participate.

The objective of phase two is to study the possibilities for enhanced Norwegian investments and trade relations with Tanzania. Phase two of the study will be carried out by a team under the leadership of a representative from Norwegian trade and industry as represented by the Confederation of Norwegian Business and Industry (NHO). Terms of Reference for phase two of the study on PSD will be drawn up by the NHO and communicated to NORAD for perusal and comments. 

Purpose

The team shall present an analysis covering:


1. A general assessment of the country's resource endowments and comparative advantage, its investment climate and the industrial and private sector development  policies as well as physical and social infrastructure
, including bottlenecks and opportunities for private sector development and possible areas of future co-operation for further discussions with government and private sector representatives.  The assessment should comprise all levels as identified in the NIS, i.e. the international level including international markets, the national level covering the macro economy and physical and institutional infrastructure, and the micro or enterprise/entrepreneur level in the formal and informal sectors.

2. A more thorough assessment of areas of actual or potential co-operation between NORAD and Tanzania including assessment of the efforts of the country itself as well as those of other donors, ending up with proposals for possible areas of increased Norwegian support.

3. An assessment of relevant areas for possible contribution by Norwegian business organizations or enterprises as providers of competence enhancing activities (agents for service delivery) in order to strengthen the ongoing Norwegian support
.

Since this is a standard mandate covering several countries, the extent and depth of study must be adjusted to the situation and the need of Tanzania.  Second hand data from recent studies may be utilized provided acceptable validity and reliability. 

Methodology/implementation
The team of phase I will comprise an external PSD consultant, an adviser with experience from Norwegian trade and industry, and NORAD employees to be designated by NORAD management.

The team shall through interviews and written material, collect data and information from relevant sources in Norway, Tanzania and in third countries. The team shall familiarise itself with relevant policies and strategies in Norway and in Tanzania as well as the current programs of development co-operation between Tanzania and Norway that is of relevance for PSD. The team should consider consulting written material by NORFUND, UN agencies such as UNDP, WTO, UNIDO, UNCTAD, ITC, FAO and IFAD, academic circles involved with PSD issues, the World Bank Group and relevant regional development banks as well as Norwegian enterprises and organizations present in Tanzania. As informed above, second hand data may be used, and the extent and depth of study must be adjusted to the situation and the need in Tanzania. 

Before leaving, the team shall achieve a thorough knowledge of the Norwegian Strategy for Private Sector Development and other relevant guidelines as well as the Tanzania Government's PRSP, and relevant strategies for private sector development, if available. The members of the team travelling from Norway will meet in NORAD Oslo for a briefing before departure.

The team shall make sure that possible gender differences in PSD are covered in the interviews and brought forward in the recommendations.
The Norwegian Embassy in Tanzania will be responsible for making appointments for interviews in accordance with requests from the team and make transportation available.

Time Schedule and Reporting

In total, the assignments of the PSD consultant and the adviser of the Norwegian trade and industry will comprise approximately 15-20 working days including fieldwork. 

NORAD will receive a draft report not exceeding 40 pages (excluding attachments) for comments not later than 30th of April 2002. The final report shall be submitted not later than 5 days after comments from NORAD have been received.
The report shall be prepared in English and will include an executive summary, not exceeding 5 pages, comprising an overview of the assignment as well as major findings, conclusions and recommendations and a list of informants with e-mail addresses and telephone numbers. The summary shall include findings and analyses regarding the development of the Tanzania private sector and recommendations for possible major areas of future bilateral support by the Norwegian Government and a general assessment of the opportunities for investments and trade. The summary shall suggest areas for enhanced efforts by NORAD and other Norwegian institutions, and areas for further investigation of possible future interest by Norwegian trade and industry. Possible areas of co-operation with other donors should be pointed out if relevant.

The team will give debriefings at the Embassy before departure and in NORAD Oslo.

The information and documentation collected and persons consulted should be presented and stored in a way that facilitate follow-up by the team responsible for phase II of the study, other consultants, NORAD Oslo, the Embassy and Tanzanian authorities.  

3.03.2002 
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ANNEX TO TERMS OF REFERENCE ON PRIVATE SECTOR DEVELOPMENT AND PROSPECTS FOR NORWEGIAN TRADE AND INVESTMENT INTERESTS IN TANZANIA (PHASE I)

Additional background 

Norway and Tanzania had consultations in December 2001 on the overall priorities and the framework for future cooperation between the two countries. Based on the Agreed Minutes from these consultations, a Memorandum of Understanding will be signed between Norway and Tanzania.  These new guidelines for the development cooperation between the two countries should be taken into account during the study, with  an emphasis on how to enhance PSD in the main sectors of cooperation, but not limited to these sectors (as stated in the TOR).

A study on PSD in Tanzania was commissioned by NORAD in 2000 and a final report presented in June 2000. This report should be an important input to the present study which should use it as a reference document, actualising the information based on the development the last two years.  

Methodology/implementation

To reduce transaction costs for GoT institutions and other donors the first part of the study will be revision of existing documents prepared by the GoT and other donors as well as overview of donor support. Based on key findings in the information compiled by the consultant and presented to the rest of the team, a program for the field study will be agreed upon by the team. 

Team composition: 

Ms. Tove Stub - NORAD, Oslo (team-leader)

Ms Tone Tinnes - resident economist, the Norwegian Embassy, Dar es Salaam

Mr. Jørn Høistad - consultant and responsible for the drafting of the report

Mr. Arnvid Hovdenak - PSD adviser 

Time schedule and reporting:

The assignment will include approx.  5 working days for preparation and approx. 5 days for field trip (15th - 20th of April) and not exceed a total of 16 days.  As stated in TOR, the draft report should be submitted to NORAD for comments not later than the 13th of May 2002.

05.04.02

Gunnar Føreland

avdelingsdirektør

avdeling for Øst-/Sentral-Afrika
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� 	Tanzania Electric Supply Co (TANESCO) has recently published a new tariff ledger which involves a 16% reduction in the industrial charge. The table includes this reduction.


� / 	The “improvement” and “optimism” indices are prepared under the WEF / Harvard world-wide polls among business leaders and investors for the Africa Competitiveness Report. They indicate how the national and international business community perceive the degree of recent improvements in the business framework, and their optimism for future developments in the country. 


� Source: IMF; data are from FY 1997


� As an example, the taxes and levies collected by Ilala Municipal Commission include; development levy, guest house levy, city service levy, food licence application fee, hotel registration fee, health care registration fee, business licences, liquor import licence fee, taxi cab fee, vehicle registration fee, scale levy, up-country business licence, profession license, local liquor business license, guest house levy, livestock keeping levy, sign and advertisement fee, bus stand fee, road crossing fee, site fencing fee, motor vehicle levy, oil levy, building tax, and fishing license.


� The assessment should include policies on the restructuring of the public sector, if relevant, and the roles and responsibilities of the private sector and the government, respectively.  The assessment is not limited to the formal sector of the economy, and should also include bottlenecks related to the market structures in relevant sectors (monopolies, oligopolies etc.) Also the international environment for PSD should be included, especially with respect to exports.


� Areas of co-operation are not restricted to public partners. Private institutions such as business associations, chambers of commerce and trade as well as co-financing with other bilateral and multilateral donors should be considered. Direct support to individual enterprises should be avoided because of the risks of unfair competition and possible market distortions.
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