STATEMENT BY HON. ALHAJ DR. JUMA A. NGASONGWA (MP),
MINISTER FOR PLANNING, ECONOMY AND EMPOWERMENT
TO THE 6TH IIRT MEETING IN ARUSHA
NGURDOTO HOTEL 12TH MARCH, 2007
Your Excellency Jakaya Mrisho Kikwete President of the United
Republic of Tanzania,
Your Excellency Amani Abeid Karume President of Zanzibar and
Chairman of the Revolutionary Council,
His Highness Prince Karim Aga Khan,
Baronness Lyinda Chalker,
The Rt. Hon Simon Cains,
Sir Andy Chande,
Hon. Ministers, Ambassadors and High Commissioners,
Col. Samuel Ndomba, Arusha Regional Commissioner,
Chief Executives of Various Companies,
Distinguished Delegates,
1. Mr. Chairman, I am honoured to be given this opportunity to present to this august gathering the progress that we have been making since the last Investors' Round Table in improving the investment and business environment in Tanzania.
2. Mr Chairman, as we are all aware the first IIRT meeting was held on 17 July 2002. Since this first meeting Tanzania has made great progress, with an average growth rate above 5 per cent per annum, single-digit inflation, and with significant progress in FDI inflow, improved business environment, and diversification of the country's economic base. I would like to state that this forum, as well as the TNBC and the Local Investors Round Table, have contributed greatly to what we have been able to achieve. These achievements are some of the building blocks in implementing out national Vision 2025 and the National Strategy for Growth and Reduction of Poverty (MKUKUTA).
3. Mr. Chairman, within the context of the theme of this round table, namely, Investment for Accelerated Growth and Prosperity, our
focus will be on promoting investments that will improve growth for all enterprises from smallholder farmers all the way up to large
international investors. We are aware that the greater the capability of private actors, including the poor, to add value and create
wealth, the faster will be the pace of growth of our country. Our ultimate aim is to put Tanzania at the front of the league for
business development in Africa   and to develop a   dynamic, competitive    economy    that    creates    opportunities    for    the
development of all its citizens. On the occasion of this international investors' roundtable, therefore, I call on our international business
partners  to  share and  support our  strategic goals,  including diversifying   the   resource-rich   but   underdeveloped   economy; exploiting  our  comparative  advantages;   producing  competitive products; and sustaining balanced economic growth.
4. Mr. Chairman, let me now report in brief on progress that has been made in various areas that were discussed during the 5th
International Investors Round Table, highlighting where joint public and private sector efforts have delivered successes in building a
more conducive and enhanced business environment, as well as those areas where more work is still needed.
Businesses Environment

5.    Mr. Chairman, in the course of the past year the Government has enhanced   its   efforts   towards   improvement   of the   Business Environment and the Investment Climate. Since July 2006 the Government has started the implementation of the Private Sector Competitiveness Project (PSCP). The objective of the PSCP is to stimulate and expedite the competitiveness of entrepreneurs and firms through a wide range of interventions so as to support the growth of micro, small and medium enterprises to create more employment opportunities and   generate   income.   The   project comprises of three components. The first component contributes further to the pre-existing Programme for Business Environment Strengthening for Tanzania (BEST).    The second component is being implemented in partnership with the Tanzania Private Sector Foundation and addresses the issue of skills and human resources development which underpin the essence of entrepreneurship, higher productivity and improved competitiveness The third and final component is aimed at addressing the call from the business sector for measures to improve access to finance, particularly for small and medium scale enterprises. With the support of the PSCP, BEST has increased its ambitions and strength, and is determined to speed up substantially in the delivery of those reforms necessary to improve the business environment.
6. Mr. Chairman, I am glad to report that the CEO Scholarship Fund is to be operationalized soon after receiving contributions from the Government, the private sector and the World Bank. The operationalization of the CEO Scholarship Fund will enhance manpower development for a transitional economy. There has also been a strong enrolment in primary education to meet millennium development goals. The Expansion of primary education has engendered increased intake in Secondary education in both public and private schools. The number of higher education institutions has as well increased to cater for increased enrolment from below.
7. Mr. Chairman, I am glad to report here that the first positive outcomes of this process are already materialising and benefiting
the life of the Business community. With respect to business licensing, for instance, the Business Activities Registration Bill was
finally enacted by Parliament in February 2007, and the drafting of regulations for the implementation of the Act has already started.
The Act establishes two independent but interlinked regimes, registration and licensing and cuts down regulation to the bare
minimum necessary, thereby reducing compliance and enforcement costs.
8. Mr.   Chairman,   the   enactment   of   the   Business   Activities Registration Act goes hand in hand with the modernisation of the
Business Registration and Licensing Agency (BRELA), which is aimed at becoming the National Registry for business activities. I
am glad to inform this meeting that the process of modernizing BRELA has started, and as a first step will involve the digitisation of
its paper-based registries. The simple shift of the registries from paper   form   to   a   digital   format   will   soon   bring   dramatic improvements in the time required to register a business.
9.
Mr. Chairman, the simplification of the Business registration procedures will strengthen the implementation of the Private Sector Development Strategy and the Export Development Strategy. The drafting of the PSDS is now reaching its final stages. A private
sector-led drafting team is finalising the draft that will be reviewed by key stakeholders and presented in countrywide workshops. With
reference to the Export Development Strategy, today I am proud to state that the Export Credit Guarantee Scheme with capital of Tsh
19.6 billion is in place and covers the agricultural and manufacturing sectors. An Integrated Trade Framework for implementation of the
DTIS is being finalised for Cabinet approval, and the TPSF, with the support of the Private Sector Competitiveness Project, is developing 3 different projects to improve competitiveness of our exports, namely the Business Development Gateway (a business incubator), the Cluster Competitiveness Programme, and an ambitious Matching Grants Scheme.
Land
10.
Mr. Chairman, significant progress can, in addition, be reported in the domain of Land Law reform attained through collaboration between the BEST programme and the Ministry of Lands, Housing and Human Settlements Development. The Ministry of Lands is working towards developing an efficient, re-engineered registration process for land titles, to strengthen the land information systems and to improve the survey and mapping infrastructure of the country. The scope of these reforms is both wide and challenging, and is shaping up on many different fronts. The government has taken these measures to address specific issues relating to land management. First, preliminary identification of the land for the land bank has been done. The next step will be the gazetting of the land parcels.
Labour Law and Regulatory Reforms
11.
Mr. Chairman, significant progress has been made since the last IIRT   on   improving   labour   legislation.   The   government   has established the Commission for Mediation and Arbitration, which is fully operational.  Similarly the Labour Economic and Social Council and the Labour Court. These institutions are intended to nurture harmony and dynamism   in the Tanzanian labor market to stimulate employment creation and contribute to the development of entrepreneurship and empowerment of the disadvantaged.
Legal and Judicial System Reform
12.
Mr. Chairman, on the question of legal and judicial reforms, the following has been achieved so far:
i. The Commercial Court has begun to scale up its operations, by establishing a branch in Mwanza, upgrading its case management software, purchasing video conferencing facilities, establishing a training plan for its staff and organising an African Commercial Courts' conference.
ii. More effective Civil Procedures and enforcement measures have been established through reforms to the Civil Procedure Act. Further, the first draft of a position paper on civil procedure reforms has been prepared for wide-scale circulation so as to stimulate public comment and organised debate within the Judiciary and other stakeholders. Of importance, the review of the Civil Procedure Act involves a parallel review of the Advocates' Act, including best practices on the enforcement of Advocates' Ethical Rules of Conduct.

Tax Reforms
13. Mr.   Chairman,   with   respect   to   tax   administration   reforms improvements include:
· An extensive review of the Tax Exemption Structure, which has resulted in a Medium and Long Term Revenue Generation
Strategy;
· The operationalisation of five additional One Stop Centres with the recruitment of the relevant District Managers;
· Establishment of the Dar es Salaam Information Centre and strengthening of all regional Taxpayer Help Desks by increasing
their stocks of tax publications; and
· Improvement of customer services with the creation of a "Contact   Card"   that   allows   the   Taxpayer   Services   and
Education Departments to monitor taxpayers' waiting time and
the nature of their enquiries

Agricultural Sector
14.
Mr. Chairman, with regard to the Agricultural Sector, the Ministry of Agriculture, Food Security and cooperatives is focused on
developing a consistent package of incentives to encourage our operators to modernise the sector and become more competitive.
This incentive package will soon be presented to the National Investment Steering Committee chaired by the Prime Minister and
will be included in the next National Budget. The Ministry of Agriculture, Food Security and Cooperatives is also engaged in
carrying out a study to assess the viability of establishing a fund to stabilise the prices of vulnerable crops in order to increase rural
incomes.
Infrastructure Development
15.
Mr. Chairman, the Government has limited resources to fund the development of the national infrastructure. For this reason, we have
in recent years underlined the need for Public-Private-Partnerships in infrastructure development. This approach has brought the first
concrete results in terms of management and development of our ports, as well as within the telecommunications sector. In relation
to   ports,   Shipper Councils have   been   functioning   since the beginning of this year, and the Tanzania Ports Authority (TPA) is
now studying ways to ensure that ports remain operational round the clock and achieve adequate efficiency and competitiveness. The
TPA has developed its 2005/6-2009/10 Corporate Strategic Plan which will lead the way in improving the efficiency of ports.
Furthermore, with the Customs Modernisation Project, several improvements in customs clearance have been recently introduced at the Dar-es-Salaam port, which have resulted in reduced clearance time of consignments from 6 days to 9 hours. Within the telecommunications industry, the private sector is leading the finalisation of the Modernisation of Communication Infrastructure Report, which will soon be submitted to the Government for consideration and decision.
16.
Mr. Chairman, with the vision of transforming Tanzania into a Regional Commercial Transit Hub, several projects are being
implemented for the improvement of our railways and  roads. Feasibility   Studies   and   projects   are   at   various   stages   of
implementation, and are proceeding swiftly, particularly in the domain of road construction.
The Financial Sector
17.
Mr. Chairman, the problem of access to credit, especially to productive sectors, as well as the cost of finance is being seriously
addressed by the Government.   A number of initiatives are being taken on fast track basis for completion before end 2007, to
address the situation. In the area of long term development financing, the following measures are being implemented:
(i) The Government has decided to transform Tanzania Investment Bank (TIB) into a development finance institution. TIB is now being restructured and recapitalized to enable it play the role of a specialised provider of long term financing.
(ii) A draft Leasing Finance Bill has already been prepared and is ready for discussion by Cabinet before it is submitted to Parliament. The law is intended to encourage investments in Leasing by providing certainty to finance leasing companies as well as investors.
(iii) The study on the establishment of mortgage financing which is being finalised has proposed amendments to Chapter X of the Land Act 2004 so as to create a conducive legal and regulatory framework for mortgage financing in Tanzania. The study has also recommended the establishment of a Liquidity Facility that will assist banks to raise funds from the financial markets for long term lending. A draft condominium law has also been drafted. These proposals will shortly be discussed by Cabinet before the draft Bills are submitted to Parliament
(iv) The study that proposes measures to transform the pension sector so that it can provide long term funds in the financial market is almost completed. A proposed legal and regulatory framework for pension funds has been submitted by the consultant. It includes laws and regulations to govern the operations of the pension funds, the appropriate body to enforce the regulations as well as the investment guidelines.
(v) The Government has set-up credit guarantee schemes in order to improve the availability and access to long term financing for enterprises, namely the SME - Credit Guarantee Scheme (SME-CGS) and Development Finance Guarantee Facility (DFGF). The schemes have started operations although they still face some teething problems,
18. Other measures being taken by the Government in this area include:
(i) Developing a legal and regulatory framework for credit information sharing and establishing a credit information sharing system at BoT, with a view to easing access to finance by creditworthy borrowers.
(ii) Strengthening the regulatory framework for Micro Finance Institutions (MFIs) and SACCOs in order to promote viable and sustainable microfinance industry. In this regard, Request For Proposal (RFP) has been sent to shortlisted consultants on the establishment of microfinance supervisory function at BoT.
(iii) Strengthening regulatory and supervisory function at Capital Markets and Securities Authority (CMSA) in order to promote vibrant primary and secondary markets for long term finance. Through improved public awareness of financial markets and good corporate governance, CMSA will encourage more listing of companies at the Dar es Salaam Stock Exchange.
(iv) Working towards ensuring both macroeconomic and financial system stability is sustained. Following enactment of Bank of Tanzania Act 2006 and the Banking and Financial Institutions Act 2006, BoT is expected to deliver a transparent monetary policy and ensure further deepening of financial markets so as to ensure low and stable inflation that will bring about a favourable interest rate structure.
Zanzibar
19. On its part the Revolutionary Government of Zanzibar has continued with implementation of three core reforms namely:
· Economic and Financial Sector
· Institutional and Human Capacity Building
· Good governance
· Business Environment Strengthening
On the Investment and Trade Side, the following have been implemented:
(i) Investment Promotion Act No. 11 of 2004 which resulted into the merger of 3 separate investment promotion institutions to form Zanzibar Investment Promotion Authority (ZIPA). The latter is equivalent to TIC in the mainland which serves investors under a one-stop-centre concept.
(ii) A new Trade Policy and new SME policy have already been adopted. This will facilitate trade and SMEs in Zanzibar more effectively.
20. Mr. Chairman, in conclusion, let me echo you expectation regarding the outcome of the 6th IIRT meeting. The Government of Tanzania and our partners in investment will do whatever it takes to portray the right image of Tanzania in the eyes of the international business community that Tanzania is a favourable investment destination. The progress report I have just presented indicate our seriousness on the goal of reducing the cost of doing business. The expected outcomes include the following:-
· Availability of appropriate skills through investments in human capital development.
· Both local and foreign investors will be able to raise business financing locally at more attractive and affordable terms.
· Investor friendly legislation with respect to land, labour, tax law and commercial dispute resolution.

Finally, Mr. Chairman let me thank all the IIRT members who have joined various working groups, namely:-
· Infrastructure and Technology
· Human Capital Development
· Tourism and Image
· Finance
· Manufacturing, Agro-Processing & Marketing
· Agriculture
•   Economic Empowerment
We hope to work diligently with you so that we can improve our investment climate even further.
Thank you all for your kind attention
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