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BSPS 1II addresses three areas of problems that Tanzanian businesses face. Component A supports
efforts to reduce the costs and complications that businesses have when trying to comply with official
regulations. Also it supports government agencies in delivering better regulatory services, e.g. registration
and licensing of enterprises, registration of land and property, commercial dispute resolution, regulating
the labour market etc. Finally, support is provided to private labour market institutions for improving
their functions in the labour market.

Component B supports the development of human resources and institutional capacity that Tanzania
needs in order to improve her participation in international markets. MITM’s capacity to manage
international trade negotiations will be enhanced. Support will also be provided to develop the planning
and management capacity of MITM. The support for FCM will result in higher throughput of students
and trainees and a more diverse menu of education and training in business management and international
trade and business.

Component C improves the access of selected micro, small and medium enterprises (MSMEs), and small
and large commercial farmers to financial services and business development services (BDS). A significant
contribution is made to the Credit Guarantee Fund of the PASS Trust, allowing it to cover most of
Tanzania and the entire agricultural value chains, including agribusiness. SCF will be institutionalised and
have wider geographical coverage to support food processing and marketing SMEs adding value to food
commodities and accessing international food product markets. The basket fund for the Enterprise
Competitiveness Programme will be supported to improve access to BDS but also to provide risk capital,
and strengthen vocational training and education institutions. Finally, a contribution is made to the basket
fund of the Financial Sector Deepening Trust to enhance the capacity of financial institutions to provide
services to MSMEs and poor households.
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Executive Summary

Tanzania’s Business Sector -

Challenges and Opportunities

The crosscutting concept “business sector”
covers industry, mining, services and
agriculture. A commercial farmer, whether
small or big, producing for the market and for
profit is a business enterprise. The business
sector primarily consists of private enterprises
but also of the government services that
support and regulate the enterprises as well as
the private labour market institutions which in
Tanzania now have been entrusted with
regulatory functions in the new bi- and tri-
partite system.

Emerging after the collapse of the state-
managed economy in the 1980s, Tanzania’s
private businesses are today the primary driver
of Tanzania’s high economic growth (7% p.a.).
There are some three million micro, small and
medium enterprises (MSMEs), of which most
are micro operating in the informal sector.
However, the segment of large enterprises is
increasing and foreign direct investment is
approaching USD 500 million per year.
Generally, the macroeconomic framework is
favourable for private business. However,
there are problems.

Whether micro or large, enterprises in
Tanzania have higher electricity and transport
costs than many of their competitors in other
countries. Even enterprises with access to the
public grid have to rely on the costly supply
from private generators. Also, they have to
spend more money and time than many of
their competitors when trying to have their
business registered and licensed, and obtaining
registration of their land and property so that
it can be used as collateral for a bank loan. On
the World Bank’s index of the ease of doing
business, Tanzania is in the bottom group as
number 142 out of 175 countries but is for the
recent period classified among the top ten
reformers in the world.

The majority of enterprises operate informally,
probably because they consider that the costs
and complications of joining the formal
framework are not justified by the benefits,
such as legal protection against cheaters,
protection of property rights, a judicial system
that ensures that claims can be realised, use of
registered land and property as collateral to
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access cheaper formal sector credit, better
access to suppliers’ credit, and better access to
markets and support services.

Another general enterprise problem is
shortage of people with business and technical
skills.  People  with  qualifications  and
experience in international business and
finance are few, and among private enterprises
and financial institutions there is a fierce
competition for the good ones. This shortage
also influences the capacity of the public
sector to engage In necessary business
environment development, international trade
negotiations etc. If Tanzania shall achieve its
2025 Vision of becoming a middle income
country and an active and competitive player
in regional and world markets, she has to
move up the value addition ladder and obtain
favourable market conditions for her
processed products. This requires people who
know how to do it.

In spite of strong growth in recent years, the
economy remains agriculture-based and
Tanzania’s participation in international trade
is largely characterised by exports of raw
materials and bulk agricultural commodities
and imports of consumer, capital and other
goods. Even though there is an enormous
agricultural potential, food imports have been
increasing and are close to USD 300 million,
considerably more than Tanzania’s exports of
manufactured goods. Adding value to
agricultural ~ commodities,  initially  not
involving any sophisticated processes, and
substituting food product imports would be an
attractive opportunity. If efficiently exploited,
this would provide a much needed stimulus to
the rural non-farm enterprise sector and create
rural employment, on-farm and off-farm.

At the level of the individual enterprises, some
problems are specific to the MSMEs which
often have limited know-how and capital, and
networks that do not extend beyond the
neighbourhood.  The problems appear to
aggravate the smaller the enterprise is. The
micro or small entrepreneur often has few
formal qualifications, operations take place
without proper accounts and business plans,
he/she has limited knowledge about hygienic,
quality and other standards and how to
achieve these standards, the level of processing
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technology is low, and he/she does not have
access to affordable formal sector credit.

Programme Focus and Beneficiaries
BSPS 111 is designed to address three of these
problem areas, viz.

1. A regulatory framework, which imposes
high costs and delivers insufficient benefits for
private businesses wishing to operate formally
and according to the rules.

2. A public sector that has insufficient human
and institutional capacity for delivering an
enabling environment for private business and
the international trade agreements required for
private business to grow and compete in the
global economy. And, a private sector which is
constrained by a severe shortage of people
with entrepreneurship skills and education and
experience in international trade and business.

3. A largely informal sector of MSMEs and
commercial farmers which have limited access
to financial and business development services
for expanding their business and improving

their management and technical skills,
technology and market integration.
The support addressing the first two

categories of problems will indirectly benefit
all enterprises, from micro to large enterprises.
The support addressing the third problem area
is designed to benefit more directly the
individual enterprises or clusters/sub-sectors
of enterprises, and here the support is focused
on MSMEs and the commercial farmers,
whether small or big. This is expected to
accelerate growth of commercial farmers and
non-farm rural enterprises, creating better paid
jobs for the close to one million youths who
enter the labour market each year and whose
main options often are limited to subsistence
farming or urban survival strategies.

Though the support primarily addresses the
problems of the enterprise/entreprencur, the
support will benefit workers and employees
indirectly and in some cases directly. The
private sector is the main driver of growth and
employment creation, and accelerated growth
means more employment. The support for
improving management and technology is
expected to lead to higher labour productivity,

vii

which is the basis for paying higher salaries.
Under the Enterprise Competitiveness
Programme (supported under Component C)
support is provided for the vocational
education and training system with the view of
improving workers’ skills and productivity,
and thereby their income. The support for the
labour market and the trade union movement
is designed to protect workers’ rights and
improve their welfare.

Crosscutting Issues (CClIs)

Issues related to gender, HIV/AIDS,
environment, and governance impact on
business sector development, unfortunately
often negatively. The BSPS III partners
address these issues in different ways, and
where relevant, the partners have in the
formulation process been supported to
integrate and mainstream the issues into their
policies and operations. Gender equality and
HIV/AIDS issues are integrated into training
and awareness activities in the support for the

private  labour  market partners. The
Association of Tanzania Employers is
supported to promote Corporate Social

Responsibility, which includes attention to
environmental issues. The support for
improving the access of SMEs to markets has
been narrowly focused on food processing
which has relatively high participation of
women, as entrepreneurs and workers. The
Faculty of Commerce and Management
(Component B) has integrated issues of
gender equality, HIV/AIDS and governance
into its education and training programmes,
and is working to promote a gender-friendly
environment at the Faculty. The BEST
Programme is promoting good regulatory
services, free from corruption. Where BSPS
III'  supports  major investments, the
investments will be subject to environmental
screening.

Programme Structure and Objectives

Programme design and structure is influenced
by recent Danida guidelines, which limit the
number of components in a sector programme
to three only, each having maximum three
sub-components. The Paris Declaration and
the Joint Assistance Strategy in Tanzania
(JAST) also have their influence. The
Tanzania-Danish cooperation will become
more focused, covering three instead of five
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sectors, implying a significant higher budget
for BSPS [1III. Furthermore, four sub-
components provide budget for basket funds
that support joint programmes, while the
other direct (bilateral) support is integrated in
the partner budgets and systems.

The overarching programme development
objective attempts to capture the strategic
thrust and objectives of Tanzania’s second
generation Poverty Reduction Strategy Paper,
the MKUKUTA:

Accelerated and more equitable, broad-based and
export-oriented growth in Tangania’s business sector

The three components are designed to
contribute to this objective by addressing the
above-mentioned three problem areas. The
three immediate objectives of the programme
are:

A. Improved Business Environment: _An
enabling regulatory and institutional framework for the
business sector, delivering services inducing businesses to
Sformalise and grow

B. Better Access to Markets: Improved
participation of Tanzania in international markets

C: MSME Development: Enbanced contribution
of MSMEs and commercial agriculture to equitable
growth, exports, employment and government revenue

Component A (DKK 123 million):
Improved Business Environment

This component provides continued support
for the ongoing joint programme, the Business
Environment Strengthening in Tanzania
(BEST) Programme. BEST has two parts, the
public part managed by the Better Regulation
Unit (BRU), and therefore referred to as
BEST-BRU, and the private Advocacy
Component, BEST-AC, supporting private
sector organisations in their advocacy for a
better business environment. In addition the
component will provide direct support for the
capacity development of the social labour
market partners, the Association of Tanzania
Employers (ATE) and the Trade Union
Congress of Tanzania (TUCTA).

BEST-BRU: DKK 45 million wil be
provided for a basket fund that supports
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ministries, departments and agencies (MDAs)
in implementing reforms of the regulatory
business framework and in improving their
regulatory services. The BEST menu includes:
(i) business registration, licensing and
regulation to reduce time and costs of starting
and closing a business; (i) land registration to
reduce time and cost of having land registered,
allowing more land to be registered and used
as collateral for obtaining credit; (iii)
commercial law and dispute resolution, in
particular  to improve the efficiency of the
Commercial Court; (iv) labour market reform,
completing the regulatory reforms and
developing the capacity of public labour
market institutions to perform their new roles
in a liberalised labour market based on bi- and
tri-partism  (v) strengthening the Tanzania
Investment Centre (TIC); (vi) programme
management and institutional support; and
(viij the BEST Zanzibar component
supporting similar areas.

BSPS II provided direct (bilateral) support for
developing the capacity of public labour
market  institutions to  facilitate  the
implementation of the labour market reforms.
In the third phase, this type of support will be
provided by the BEST-BRU Basket.

The other DPs that contribute to BEST-BRU
are DFID, the Netherlands, SIDA and the
Wortld Bank. The BSPS III contribution will
account for around 10% of the total budget.

BEST-AC: DKK 257 million will be
provided to finance the contract with an
international consultancy firm to provide
technical assistance and manage a basket fund
(USD 8.2 million) supported by DFID, the
Netherlands and SIDA.

BEST-AC  will give  private  sector
organisations (PSOs) matching grants of
typically not more than USD 100,000 per PSO
which can be used for contracting services to
assist the PSOs in five stages of the advocacy
process: (i) identifying the issue; (i)
researching the issue; (iil) formulating
evidence-based policy proposals; (iv) reaching
appropriate people in government and
parliament to influence their position; and (v)
follow-up and monitoring progress.
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During 2007/08, Danida (with participation of
partners) will implement the tendering process
so that an international firm is selected and
ready to start work on 1 July 2008 hereby
ensuring a smooth continuation of BEST-AC
from phase I to phase I1.

ATE: A budget of DKK 17.3 million is
provided to enhance ATE’s capacity to
represent and service employers, with the view
of improving their competitiveness and
human resource management. Budget is
provided to expand ATE’s geographical
coverage, introduce training of employers on
corporate social responsibility, HIV/AIDS
issues, etc. and raise awareness of labour
market issues.

National and international consultants are
provided to enhance ATE’s capacity for
advocacy and negotiations based on proper
evidence and analysis, e.g. analyses of
wage/productivity trends and the competitive
position of a certain industry. Finally, budget is
provided for ATE’s international cooperation
and cooperation with TUCTA. For example,
ATE will promote joint forums, nationally and
at the individual workplaces, for dealing with
OHS and HIV/AIDS issues while TUCTA
will be the lead on the issue of child labour.

TUCTA: DKK 35 million is allocated for
TUCTA, established in 2001 as an apex body
of 14 affiliated unions. TUCTA has defined
the objective of the cooperation with Danida
in BSPS 1II as: Az the end of BSPS' 111 the trade
union movement of Tanzania mainland affiliated with
TUCTA will be able to provide effective services to
their members in collective bargaining agreements and
dispute settlement and effectively adpocate the interest of
the members. The cooperation will focus on
strengthening three levels of TUCTA’s

structure.

For the central level, DKK 14.4 million is
allocated to develop the capacity of TUCTA’s
Secretariat and constitutional bodies. The
support includes human resource
development, a Danida Adviser and funding
of capital and operational expenditure. For the
union level, DKK 4.8 million is allocated to
strengthen the capacity of the weaker unions
in particular to manage, advocate and service
their members. For the regional and branch

level, which is a new level in the TUCTA
structure, DKK 15.8 million is allocated. Each
of the 21 Regional Technical Committees
(RTCs) will receive a PC and support for
operational costs, and all regional secretaries
will receive regular capacity development
training. Regional secretaries will be invited for
annual consultations. A matching grant fund
of DKK 6.3 million will be established to
support part of the costs of promotion and
training activities (focusing at the branch
level/leaders  in  individual =~ companies),

planned and proposed by the RTCs.

A large part of the budget is for training which
mostly will be outsourced to national training
providers. To manage such a large training
programme requires that the capacity of
TUCTA Secretariat is expanded, preferably
with a professional training/HRD manager.
Though TUCTA is positively considering this,
it may not have sufficient income. To mitigate
this risk, part of the training budget may be
converted to  contracting a  national
training/ HRD consultant.

Component B (DKK 75.7 million):

Better Access to Markets

The focus is on enhancing the human resource
and institutional capacity in the public and
private sector that Tanzania requires to
accelerate private sector growth and improve
her participation in international markets,
which may be export markets or domestic
markets with international features, - import
substitution,  supermarkets,  hotels etc.
Improvements comprise value addition, better
quality and prices, and increased trade.

The support provides for a continuation of the
cooperation under BSPS 1II with the Ministry
of Industry, Trade and Marketing (MITM) on
international trade issues, and with the Faculty
of Commerce and Management (FCM), at the
University of Dar es Salaam, on international
trade and business education.

The support for MITM will in addition to
enhancing the capacity for international trade
negotiations, also support improvements in
general ministerial planning and management
functions. In the case that an Action Plan and
a Basket Fund for implementation of the
Diagnostic Trade Integration Study (DTIS) are
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established during the implementation period,
the support for international trade may be
expanded, using part of the unallocated
programme funds.

The support for FCM is for an expanded
menu including business management and
entrepreneurship skills.

International Trade - MITM: DKK 26
million is provided to strengthen two generic
processes that MITM’s Department of
International Trade (DIT) manages. For the
preparation and negotiation process, budget
will be provided to allow MITM to define
Tanzania’s position based on consultations
with stakeholders and proper analyses of the
options and their implications. DIT has
limited capacity for in-depth analysis of several
months duration. Therefore, MITM will
establish a Strategic Think Tank (STT) and
BSPS III will provide budget for MITM/STT
to engage national and international experts
for undertaking the required analyses. Budget
will also be provided to engage stakeholders in
defining  Tanzania’s  position and for
enhancing staff capacity for participation in
international trade negotiations.

Tanzania’s lags behind in complying with
international trade agreements already signed.
The lack of compliance will be assessed, and
actions, including amendments to national
regulations and tariff schedules, will be
proposed. Follow-up also includes efforts to
raise the awareness of the private sector about
new trade agreements and their opportunities
and challenges for Tanzanian enterprises. For
this purpose, support will be provided for
development and implementation of a
communication strategy.

Finally, support is provided to strengthen
MITM’s  general capacity for strategic
planning, management and internal and
external communication. These aspects have
an important influence on the performance in
trade negotiations and the cooperation with
development partners and other stakeholders.

FCM: DKK 49.8 million will be provided to
assist FCM with expanding the diversity of
programmes and courses and increasing
enrolment and throughput. Programmes are

on subjects such as international trade and
business, entrepreneurship, public and
corporate governance, investment analysis and
portfolio selection, and enterprise
management. With its present capacity, FCM
would be unable to deliver a higher enrolment
and throughput and a broader range of
programmes while at the same time improving
quality standards. Therefore, BSPS III will
assist FCM with expanding its human resource
and physical capacity. In particular physical
space is a limiting factor — students often have
to receive lectures standing — and budget is
provided for an expansion.

The cooperation will also assist FCM with
developing the capacity of business schools
outside Dar es Salaam.

Component C (DKK 244 million):

MSME Development

This component assists MSMEs and
commercial agriculture with improving their
access to markets and formal sector financial
services, developing their technological and
management know-how, and promoting
networks that they need to get inputs,
technology, and know-how, and market their
products.

It comprises three sub-components and four
budgets and executing partners: (C.1)
continued support for the Private Agricultural
Sector Support (PASS) which was supported
by Danida’s Agricultural Sector Programme
Support till June 2008. (C.2.a) Improved SME

Access to Markets - an intervention
introduced in BSPS II and managed by a
project organisation, the SME

Competitiveness Facility (SCF). A budget
contribution (C2.b) for a new multi-DP basket
supporting  an  enhanced  Enterprise
Competitiveness Programme (ECP), originally
part of a World Bank project. A budget
contribution (C.3) for an existing basket
managed by the Financial Sector Deepening
Trust (FSDT) and assisting the financial sector
with developing its capacity for serving
MSME:s and poor households.

PASS: DKK 140 million is provided for the
PASS Trust to enhance the Credit Guarantee
Fund (CGF) with DKK 126 million, cover an
initial operational financing gap of the PASS
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Trust (DKK 4 million) and provide manage-
ment support (DKK 10 million). The
significant increase in the CGF is required to
achieve the strategic goals of expanding the
coverage to most of Tanzania and serving not
only commercial farmers but entire agricultural
chains  including agro-processing
industries and agribusinesses. The latter will
require bigger loans with longer terms. Other
strategic goals include the introduction of new
guarantee and BDS  products  and
consolidation of the PASS Trust as an efficient
national agency with headquarters in Dar es
Salaam and four zonal branch offices.

value

It is projected that the income of the Trust
from BDS fees, guarantee commissions, and
interest on the CGF will be sufficient to cover
all operational costs by the end of the period.
And this is after allowance has been made to
maintain the real shilling value of the CGF,
and cover for losses. It is also estimated that
the Trust by the end of the period will be
supporting an active agricultural loan portfolio

of +/- DKK 400 million (~TZS 100 billion).

SCF: In the support for SCF, the focus will be
narrower, limiting the support to food
processing and marketing SMEs, while the
approach is to apply a longer process of
capacity development and facilitation in order
to ensure that the SMEs actually capture the
markets. DKK 44.2 million will be provided
with the aim of assisting food processing/
marketing SMEs add food
commodities and access international markets.
Processing may be simple, e.g. sorting and
bundling, or more advanced, e.g. dairy
processing. For many SMEs, the first step will
be to capture international markets in
Tanzania, e.g. hotels and supermarkets. The
approach will be to “handhold” a selected
cluster or value chain of SMEs through the
process until they have ensured sales to
international markets. A matching grant fund
(DKK 25 million) will finance BDS providers
to assist SMEs in management, technology,
quality management, and marketing.

value to

SCF was established as a project unit provided
by an international consultancy firm. In BSPS
IIT the goal will be to institutionalise SCF. An
internationally  recruited  contractor  will
provide a small national unit with Tanzanian
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staff that will receive management and
technical support from an international
adviser. The unit will have three business
managers, two of whom will be stationed in
two zones where the SMEs have been
selected. Options for institutionalisation will
be explored from the start, and it is anticipated
that the goal will be achieved around 2011/12,
- probably in the form of integration into an
existing SME support organisation.

ECP: DKK 30 million is allocated for the
multi-DP basket being established to support
the implementation of the enhanced
Enterprise Competitiveness (Development)
Programme. Apart from the Word Bank (the
initiator), other DPs are expected to include
DFID, the Netherlands and SIDA. The BSPS
IIT contribution is expected to account for
10% of total resources.

The ECP has four components: A) Cluster
competitiveness and international business
school linkage; B) a SME business
development scheme with matching grants for
TA and training; C) a business development
gateway with seed capital matching grants for
SMEs and innovators/start-ups; and D) a
technical innovation scheme with support to
pre-investment feasibility studies and capacity
development for technical and vocational
training and education institutes.

Within selected clusters, linkages between
small and large firms will be promoted, and
MSMEs will receive matching grants to
develop their capacity to supply products
according to export market requirements.

Seed capital will be provided on a competitive
basis to new entrepreneurs and innovators to
help them realise their ideas.

The Tanzania Private Sector Foundation
(TPSF) will manage implementation with
support  of  contracted  international
consultancy firms. The World Bank will be
lead DP and provide oversight.

FSDP: DKK 30 million is allocated for the
joint basket that supports implementation of
the Tanzania Pro-poor Financial Sector
Deepening Programme, managed by the
Financial Sector Deepening Trust (FSDT) to
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enhance financial services for MSMEs and
poor households and create a fair level playing
field for all financial institutions. Apart from
Danida/BSPS, the basket partners are CIDA,
DFID, the Netherlands, SIDA, and recently
the World Bank. SIDA may withdraw in 2008.

The focus of the support is on capacity
development. Service providers are contracted
to assist financial institutions with developing
products, enhancing their capacity and
creating linkages between wholesale finance
and grassroots financial organisations.

Recently, FSDT and CRDB Bank ILtd have
initiated discussions of substance on how
support may be provided to assist CRDB with
expansion of its large programme supporting
the capacity development of microfinance
grassroots institutions.

Exit Support for CRDB (DKK 7 million)
For many years, Denmark has had a successful
cooperation with CRDB Bank Ltd which
today is one of Tanzania’s leading commercial
banks and the leader in microfinance. It is
foreseen that DIF (Danida Investment Fund)
gradually will sell its shares in CRDB to
institutional and private investors during the
BSPS III period. In this transition it is
important to maintain stability in the
management team, and for this reason, BSPS
IIT will provide continued financing of the
Danida adviser position as Deputy Managing
Director until the completion of the exit
process. It is expected that the Danida
financed Deputy Managing Director will be
required for three years. A budget frame of
DKK 7 million has been allocated for this
purpose, including possible specific activities
in relation to the gradual sale of the DIF
shares as well as for financing the participation
of the Danida-appointed member of CRDB’s
Board.

Programme Coordination

DKK 14.4 million is allocated for Programme
Coordination. This comprises DKK 6.4
million for reviews and monitoring, DKK 1
million for audits and DKK 7 million for the

Programme Coordination Unit (PCU) at
RDE. In BSPS III, there wil be no
component  or  programme  steering

committees. Instead of general coordination,
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the PCU will, where relevant, promote
concrete cooperation between BSPS partners
and stakeholders, but also between BSPS
partners and institutions outside the BSPS
framework.

The PCU is expected to have a considerable
workload. For the direct partners (ATE,
TUCTA, MITM, FCM, SCF, PASS), the PCU
will follow progress, attend to implementation
issues, and negotiate contributions to annual
budgets. For the joint programmes, the PCU
will be an active partner in the BEST, BEST-
AC, ECP and FSDT programmes. Lead donor
responsibilities will be assigned on a rotating
basis.

With the primary exception of international
technical assistance, the budgets will be
planned, managed, executed and accounted
for in accordance with the systems and
procedures of the partner organisation. For
the two direct government partners (MITM
and FCM), the GoT systems for planning,
transferring, executing and accounting for the
budget will be applied. For the direct private
partners (ATE, TUCTA, PASS Trust), their
systems will be used while the joint systems
developed for the four baskets will be applied.

Programme Budget

The total budget frame is DKK 500 million of
which 93% has been allocated, leaving DKK
35.7 million as unallocated. The use of the
unallocated budget will be decided during
implementation, preferably within the first two
or three years. Options include support for
implementation of a DTIS Action Plan if such
is established.

BSPS Il Budget (in DKK million) %
A. Improved Business Environment | 123.0 25
B. Better Access to Markets 75.7 15
C. MSME Development 244.2 49
D. Programme Coordination 14.4

E. Exit Support for CRDB Bank 7.0 1
TOTAL ALLOCATED 464.3 93
Unallocated 35.7 7
TOTAL BSPS IlI 500.0 100

About 26% of the budget is allocated for the
four multi-DP basket funds while 28% is
allocated for PASS, mainly the CGF.
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Due to a relatively high transfer to the CGF in
the first year, which is made to address a
significant accumulated unmet demand, the
projected disbursement is (unusually) high in
the first year.

Projected BSPS Ill Disbursements

GOT FY | DKK mio DK FY DKK mio
2008/09 110 2008 55
2009/10 105 2009 108
2010/11 92 2010 99
2011/12 82 2011 87
2012/13 75 2012 79

2013 38
Unallocated 36 36
TOTAL 500 500

Xiii



1 INTRODUCTION
1.1  Structure of BSPS III and the Document

1. The third phase of Danida’s Business Sector Programme Support (BSPS III) covers the
period 1 July 2008 — 30 June 2013 and comprises three components and eight sub-components.
In the case of sub-components A.3 and C.2, there are two interventions/budget frames within
the sub-component. In addition, there is support for phasing out the cooperation with the CRDB
Bank I.td, and for Programme Coordination. Finally, an unallocated budget is included to be used
for activities that may be defined and approved during implementation. The description of BSPS
III is presented in this Programme Document, providing a summary of the entire support as well
as an overview the general contextual frame and programme strategy. Three Component
Description Documents (CDDs) provide more details on components A, B and C and their sub-
components and are presented in separate volumes: Appendices A, B and C respectively'. In the
case of a sub-component providing budget for a multi-donor basket fund that supports a joint
programme, the full description of the joint programme is annexed the CDD as a separate
volume (e.g. the BEST Programme in Annex A.7 , the Enterprise Competitiveness Programme in
Annex C.11, and the Financial Sector Deepening Programme in Annex C.12).

COMPONENT/Sub-component Programme Component
OTHER BUDGET ELEMENTS Document Description
Document
A | IMPROVED BUSINESS ENVIRONMENT Chapter 4 Appendix A
A | 1 | Business Environment Strengthening in Tanzania (BEST-BRU) — Chapter 3
public sector basket managed by the Better Regulation Unit (BRU) Annex A7,

separate volume

A | 2 | BEST Advocacy Component (BEST AC) - private sector basket Chapter 3
Annex A.7,
separate volume

A | 3 | Enhanced Capacity of Private Labour Market Institutions Chapter 4

A | 3| a Capacity Development of the Association of Tanzania

Ewmployers (ATE)
A | 3 | b Capacity Development of the Trade Union Congress
of Tanzania (TUCTA)

B | BETTER ACCESS TO MARKETS Chapter 5 Appendix B

B | 1 | Enhanced Capacity in International Trade Negotiations Chapter 3

B | 2 | Trade and Business Education Chapter 4

C | DEVELOPMENT OF MICRO, SMALL AND MEDIUM | Chapter6 Appendix C

ENTERPRISES

C | 1 | Private Agricultural Sector Support Chapter 3

C | 2 | Enterprise Development Chapter 4

C | 2 | a. Improved Market Access of SMEs (SME Competitiveness Facility) Chapter 4

C | 2 | b. Enterprise Competitiveness Programme (Basket) Chapter 4+

Annex C.J11 in
separate volume

C | 3 | Pro-poor Financial Sector Deepening Programme (basket) Chapter 5
Annex C.12 in
separate volume

D | PROGRAMME COORDINATION AND Chapter 7
MANAGEMENT
E | PHASING OUT OF BSPS II SUPPORT Chapter 7
F | UNALLOCATED BUDGET Chapter 8
'The seventh Annex of the Programme Document is refer
annex inthe CDD on Component A i n Appendix A is referred to as “Anne
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2. Except for some of the baskets, each sub-component may have up to 5 major outputs,
where e.g. Output number 4 of sub-component B.2 is identified as B.2.4. Detailed budgets are
included for each output using three main expenditure categories:

I Investment and Development Cost
11 Technical Assistance
I Operational and Recurrent Costs

Each category has some standard expenditure items, e.g. 1.2 Vehicles. Thus a vehicle budgeted
for output B.2.4 would be coded B.2.4/1.2. The costing and budgeting guidelines are
summarised in Annex 3.

3. This Programme Document presents in Chapter 2 a brief overview of the national and
sector context, Chapter 3 outlines the overall programme strategies and objectives, Chapters 4 to
7 present the proposed support and Chapter 8 the overall programme budget while Chapters 9 to
12 deal with programme management issues, including risks and assumptions.

1.2 The Formulation Process

4. In the second part of 2006, the Royal Danish Embassy in Dar es Salaam (RDE) initiated
discussions with the partners in BSPS II on the possible future cooperation in a third phase. For
areas where the support was expected continued, the partners were asked to prepare concept
notes. During 8-19 January 2007, the RDE fielded an identification mission that submitted an
Identification Report in February 2007, based on discussions with the partners as well as the
partners’ completion of two questionnaires, one on lessons learned in the BSPS II cooperation
and another on what type of support the partners would require to achieve their strategic goals
and targets. In formulating their proposals for cooperation, the partners were supported by an
RDE-contracted crosscutting issues consultant who helped them to integrate and mainstream
gender and HIV/AIDS in their organisational strategies and proposals on cooperation.

5. In April 2007, the RDE presented a Concept Note to the internal Programme Committee
of the Danish Ministry of Foreign Affairs which endorsed the proposed outline of the strategy
and content of BSPS III. On this basis, a formulation mission was fielded during 7-25 May 2007
where the mission worked for about three days with each partner that is receiving direct bilateral
support (i.e. not the baskets). At the end of the session, sub-component working papers,
including detailed output-budgets, were presented and discussed in a working session with the
partner and key stakeholders. For the different basket arrangements, consultants were engaged by
the basket partners to update and propose extensions of the joint programmes that the baskets
support.

6.  Discussions and negotiations on the first draft took place between the RDE and the
partners in July 2007, and with the formulation mission in August 2007. On this basis, the
formulation mission prepared a Final Draft, which was reviewed by the partners and the
Appraisal Mission in November 2007. Considering the observations and recommendations of the
Appraisal Mission, the RDE and the partners made revisions and prepared the final document
which was presented to Danida’s Advisory Board in February 2008. Subsequent to the
endorsement by the Board, an agreement between the two governments was entered into, which
allowed BSPS 111 to start on 1% July 2008.



2 NATIONAL AND SECTOR CONTEXT
2.1 Economic and Social Context

7. From the 1960s till the mid-1980s the state increasingly regulated markets and
controlled/owned/operated much of production and service delivery. Per capita GDP increased
from independence in 1961 till 1977 but declined during 1978-1985 where serious
macroeconomic imbalances developed, necessitating economic reforms. The early reforms
focussed on sound macroeconomic management and liberalising markets, allowing some room
for the private sector. Positive per capita GDP growth was achieved during 1986-1990 but
reforms were not sufficiently deep and a decline was experienced during 1991-1994. However,
following a new generation of reforms a modest increase in per capita income was obtained in
the second part of the 1990s, and from 2000, GDP growth accelerated to impressive annual
levels of 6-7%. Sound macroeconomic management since the mid 1980s has achieved a one-digit
rate of inflation, a market-based rate of exchange, and positive real interest rates. At the
microeconomic level, reforms have followed a more stepwise approach, gradually reducing the
direct involvement of the state in production and markets, while providing room and incentives
for expansion of the private sector.

8.  Notwithstanding satisfactory growth during the last decade, Tanzania is still among the
poorest countries, with a Gross National Income per capita of about USD 340 (above Uganda
but below Kenya). Agriculture, including forestry and fisheries, is the main sector contributing
some 46% of GDP (down from 50% in 1997/98), manufactuting accounts for only 7% of GDP,
construction 6%, and mining 3% while trade and tourism accounts for 12% and financial and
business services for 14%. Most farm households have low productivity and income, but
production of several food and export crops achieved major increases in volume from 2001/02
to 2005/06.

9. Since 2000, significant improvements have been achieved on the “external front” and the
foreign exchange reserves have almost doubled. In April 2000, Tanzania reached the decision
point in HIPC II” and a debt service reduction package of USD 3 billion in nominal value was
pledged; debt service (paid) as a percentage of earnings from exports of goods and services
declined from 13% in 2000 to 5% in 2004. From 2000 to 2004, net Official Development
Assistance increased by some 70% to USD 1.7 billion, accounting for some 11% of GDP.
Government mobilises some 14% of GDP in revenue. During 2001-2005, exports of goods
almost doubled to reach some USD 1.6 billion while gross receipts from tourism increased by
about 50% reaching USD 1.1 billion. Exports of minerals, mainly gold, more than doubled and
now accounts for about half of total exports. Exports of manufactured goods almost tripled,
though from a low base of USD 56 million in 2001 to some USD 156 million in 2005. Some of
the traditional export crops, in particular cotton and tobacco, also achieved major increases in
export volume and value as did fisheries. Finally, during the period Tanzania managed to attract
foreign direct investment (FDI) of about USD 500 million per year, about the double of that of
Uganda.

10.  There is yet no data capturing the impact on poverty of the recent high economic growth
but a reduction is expected given that the modest growth in the 1990s did reduce poverty
incidence though not the total number of poor due to the increase in population. The Household
Budget Survey (HBS) of 2000/01 found that 18.7% of the population was living below the
national food poverty line, down from 21.6% in the HBS 1991/92, and that 35.7% was below the

’The Enhanced Heavily I ndebted Poor Countries-®

-3-

Il nitia



national basic needs poverty line, down from 38.7% in the HBS 1991/92. However, the impact
of the recent high growth on poverty may be less than hoped for, due to rising inequality and the
fact that the mining sector has been a major contributor to the growth. The 2000/01 HBS found
growing income inequality and the Human Development Index shows growing differences
between (poor) rural and (more well-off) urban areas. However, on the positive side it should be
noted that agriculture has performed very satisfactorily during 2001-2005, achieving average
annual growth of around 5%.

11.  Tanzania has a very low ranking on UNDP’s 2005 Human Development Index, 164" out
of 177 countries assessed. Average life expectancy has fallen to only 46 years and under-five
mortality is high and has increased to 165 (per 1,000) in 2003 from 163 in 1990°. The HIV/AIDS
pandemic is part of the explanation. A 2005 Survey found that 6.5% of the sexually active
population is infected; prevalence is generally lower in rural areas, and very low in Zanzibar, but it
rises to 13% in urban areas. HIV/AIDS related deaths, frequent attendance at funerals by
workers, and disruptions to businesses and small scale farming result in losses in household
income and welfare.

12.  In spite of the low and declining life expectancy, the 2002 Population Census recorded an
average annual population growth of 2.9% since the census in 1988. Thus, the total population,
which in 2002 was recorded to be 34.5 million, may by 2008 have reached 40-41 million. There
are significant variations across the country. Kigoma Region has experienced the fastest growth
(4.8%), followed by Dar es Salaam (4.3%) and Arusha (4%). Dar es Salaam has today a
population of just above 3 million. Apart from a few centres of large population (Dar es Salaam,
Arusha-Moshi-Tanga, Mwanza, and Mbeya), Tanzania is sparsely populated with many
communities living far from the major markets and thus the potential centres for business
development and formal employment. According to the Integrated Labour Force Survey (ILEFS)
of 2005/2006 the labour force of Mainland Tanzania is 20.6 million with 25.9% in urban areas
and 74.1% in rural areas. The unemployment rate was estimated at 11% (women 12.6 — men
10.7), down from 12.9% recorded in the ILFS 2000/01. Each year, there are about 700,000 new
entrants of whom the majority are absorbed in traditional agriculture and the MSME sector (the
public sector employs some 40,000 of the new entrants). Unemployment is most prevalent in
urban areas, among the young, and in particular among women while many people in the rural
areas and agriculture are underemployed.

2.2 'The Business Sector

2.2.1 General Features

13.  Definitions: The concept “business sector” is a “crosscutting” thematic concept, cutting
across agriculture, industry and services. In this document, the business sector is defined as
comprising: (1) manufacturing, mining and agro-industries; (if) trade and other services including
agribusiness and financial services; (iii) commercial farming units; and (iv) the support and
regulatory services agencies on which the business sector depends, e.g. auditors, public
laboratories, business schools, licensing agencies, Business Development Service (BDS) providers
etc. Some may not consider farming as belonging to the business sector but when a farmer is
producing as a commercial enterprise (e.g. flowers for the European market or vegetables or rice
for the supermarket), it is a business and is therefore here included in the definition.

¥ World Development Report 2000, table 2



14.  Reference is frequently made to the size of the business units (micro, small, medium and
large). The definition of these categories varies from country to country but here the definition of
the Government of Tanzania (GoT), as presented in its Small and Medium Enterprises
Development Policy of 2002, is used which is applicable to enterprises engaged in non-farm

activities, mainly manufacturing, agro-processing, mining, commerce and services, viz.

Category of No. of employees Capital Investment in Machinery
Enterprises TZS million

Micro 1-4 Upto5

Small 5-49 5.1 —200

Medium 50-99 201 — 800

Large 100+ Above 800

Note: The level of capital investment is defined as the deciding factor in case an enterprise falls under more than one category.

15.  Tanzania has about 2.7 million micro, small and medium enterprises (MSMESs) of which
60% are in urban areas, 54% in trade, and 34% in other services. More than 90% of the MSMEs
are micro enterprises which mostly are operating informally without registration or license and
employing 2-3 persons. Tanzania’s informal sector (including traditional agriculture) provides
some 60-70% of the employment. It is estimated that the SME sector provides one third or GDP
and employs 20% of the labour force. Large enterprises account for 12% of all registered
enterprises but contribute 38% of GDP and 20% of employment. Large industrial companies are
primarily found in the following branches: aluminium, beer and alcoholic beverages, cement and
construction materials, cigarettes, iron sheets, textiles, sugar, plastics, and paints and chemicals.
Between 2001 and 2005, these industries achieved significant production increases except for
aluminium and iron sheets. The rapidly expanding financial sector also has some large
enterprises.

16.  Itis difficult to establish a complete picture of the informal sector but it is obvious that it is
vibrant and growing. A diagnostic of the informal sector from mid 2002* estimated that the
informal sector has assets worth USD 29 billion which is 10 times all FDI accumulated since
independence and four times the accumulated net financial flows from multilateral institutions.
Thus, the informal sector represents a huge untapped source of government revenue.

17.  Operating in the informal sector, the MSMEs often make use of informal networks (rather
than formal regulatory and services systems) for developing their businesses and controlling
against cheaters. Such networks may be based around the church or the mosque, the extended
family, friends and former school mates, clubs, the local community etc. The networks provide
trust and knowledge about the persons you deal with and sometimes options for sanctions in
case of misconduct. However, at the same time informal MSMEs depending entirely on informal
networks are also limited in their expansion because they may consider deals with complete
strangers far away as being too risky and because they generally are unable to access formal sector
credit, and public regulatory and development services.

2.2.2 Doing Business in Tanzania

18.  The World Bank’s Doing Business publications provide a picture of key constraints on
doing business, the recent trends, and a basis for comparison with other countries. For 175
developed and developing countries, the publication assesses each country according to various
indicators and ranks them according to the overall ease of doing business. The 2007 publication
places Tanzania in the bottom group as number 142 out of 175 countries, which, however, is an

*Quoted in the World Bank“"s Appraisal Report on
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improvement of eight places from number 150 in 2005. For the period 2005-06, Tanzania is
classified among the top 10 reformers having achieved improvements in the indicators related to
starting a business, registering property, protecting investors, and trading across borders.
Tanzania did not belong to this group in 2003. In 2006, Tanzania reduced the cost of registering
a new business by 40 percent through a reduction in licensing requirements. It introduced a new
electronic customs clearance system and implemented risk-based inspections of cargo to cut
turnaround time. Customs clearance times dropped from 51 to 39 days for imports and from 30
to 24 days for exports. Tanzania also cut fees associated with transferring property by 3 percent
and revised its company law to better protect small investors.

2006 rank 2005 rank  Change in rank

Overall Ease of Doing Business 142 150 +8
Starting a Business 127 124 -3
Dealing with Licenses 172 172 0
Employing Workers 143 145 +2
Registering Property 157 161 +4
Getting Credit 117 117 0
Protecting Investors 99 141 +42
Paying Taxes 113 108 -5
Trading Across Borders 67 104 +37
Enforcing Contracts 65 63 -2
Closing a Business 105 95 -10

Source: http:/ /www.doingbusiness.org/ExploreEconomies/?economyid=185

19.  On three indicators, Tanzania falls below its overall ranking (142), i.e. dealing with licenses
(172), employing workers (143), and registering property (161). Most property rights in land are
not documented or mapped and only about 150,000 land parcels are officially registered (for
further details please refer to Annex 4). These three areas are prioritised in the Business
Environment Strengthening in Tanzania (BEST) programme which is supported by the BSPS.

20.  Access to Credit: Credit to the private sector constitutes only 8% of GDP. Some 20% of
enterprises have loans from financial institutions and among MSMEs the figure is even lower.
However, significant improvements have been achieved since the late 1990s and it seems that the
trend is accelerating. According to the Ministry of Finance” “During the past six months, private
sector credit grew at an average annual rate of 32.1 percent .... The major factors behind the
strong growth include strong economic expansion, a noticeable increase in the number of credit
worthy clients, and improvement in the business environment. ... Lending to agricultural
production has been growing rapidly in recent years. Outstanding loans for agricultural
production stood at T Sh 177 billion at end-December 2005, compared with T Sh 21 billion in
December 20007,

21.  Infrastructure Constraints: Power and transport constitute serious constraints for most
businesses. Road transport costs are high. The road and rail network has limited coverage and
72% of all roads are classified as being in poor condition. Customs formalities and road blocks
add to the costs. Unreliable power supply, in particular during the recent drought, is a major

® Memorandum on Economic and Financial Policies provided as Attachment to the Letter of Intent to the IMF
from the Minister for Finance dated March 24, 2006



problem for many businesses. About 55% of Tanzanian firms have their own generator which is
a costly source of supply. Telecommunications, with the rapidly expanding mobile network, is
only a problem for a minority.

22.  Human Resource Constraints: According to the World Bank®, “workers in manufacturing
enterprises in Tanzania have less formal education than workers in Kenya and Uganda and
Tanzanian firms provide less formal training”. Use of modern technology is less frequent in
Tanzania than in Kenya. Reportedly, many enterprises have problems finding qualified electrical
engineers and technicians, people with skills in instrumentation, and business and financial
experts. There is an acute shortage of business economists with the experience and qualifications
demanded by enterprises and in particular financial institutions. As a consequence, many financial
institutions have to pay salary levels in the area of USD5,000 or more per month to attract
qualified and experienced staff. Also entrepreneurial skills need to be improved; many
entrepreneurs need exposure to international business practices.

2.3 Crosscutting Issues in Business Sector Development

23.  Gender: Men dominate formal sector employment, while many women earn their income
as workers or entrepreneurs in the informal sector. Women’s share of formal sector employment
is highest in commerce (28%) but also among health care, domestic, and clerical workers. Men
dominate in carpentry, construction and mechanics. Often women in the manufacturing sector
are paid less than their male colleagues. However, in spite of low salaries, formal sector
employment of women leads to higher household consumption of food and education, and
reduces or offsets the need for supplementary incomes through child labour. Within public
institutions and private sector organisations such as business associations, it remains a major
challenge to establish gender balance or a critical mass of women beyond clerical and lower
administrative positions.

24.  The ILO estimates that there are between 730,000 and 1.2 million female entrepreneurs of
whom the majority owns micro enterprises in the informal sector. Women are at least as
important as men as clients of microfinance institutions (MFIs). Furthermore, more women than
men appear to be benefiting from donor/NGO supported micro-credit schemes. Before women
are granted credit, many MFIs/NGOs train the women in accounting and management, and
generally women have better repayment performance than men. However, women have more
difficulties than men in accessing bank credit.

25.  As Tanzanian women generally have the responsibility for attending to house affairs, they
are less mobile than men. However, the “mobile phone revolution” and to some extent the
internet have provided women with opportunities to expand their network and access
information. Yet, as men are generally better educated and make decisions on household and
enterprise affairs, they are more likely to exploit the opportunities from information and
communication technology.

26.  The HIV/AIDS pandemic imposes considerable costs on micro as well as large enterprises
in terms of loss of qualified human resources and working hours. Some estimates’ indicate that
welfare losses may be as high as 47% of GDP and that a household loses between 30% and 35%
of its income when a family member becomes ill with HIV/AIDS related illnesses. Among
farmers and micro and small enterprises, the traditional form of skill-transfer from parents to
children is destroyed when the parents pass away. It also raises the risk of lending to micro and

® World Bank Project Appraisal Document, November 22, 2005: Private Sector Competitiveness Project
"Lisa G@obmtsry “Al DS Policy Analysis Project: HI
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small enterprises where the health of the individual entrepreneur is crucial to the sustainability
and success of the enterprise, and thus the repayment of the loan. Some large companies invest
in HIV/AIDS prevention and mitigation education, and some provide counselling, testing and
antiretroviral treatment services. In some cases, considerable investments are made which
hopefully in the longer term may be partly recovered through reduction in loss working hours
and in the costs of replacement and training.

27.  Governance issues and corruption affect most Tanzanian businesses, and add to their costs
and hinder a “fair and reliable level playing field”. The Afrobarometer surveys suggest that the
level of corruption, according to public perception, has declined. Yet, it remains a key issue for
enterprises and citizens, as indicated by the following responses

0 22% of those polled report that they have had to pay a bribe at least once during the last
year to obtain basic government services (2005).

o In the 2005 Afrobarometer study, 62% of the respondents expressed the view that the
government handles the fight against corruption ‘fairly’ or ‘very well’ (compared to 55%
in 2001 and 52% in 2003).

0 38% of the respondents perceive that MPs are corrupt, and 44% say the same for elected
local government councillors (compared to 58% in 2005 who stated that some, most or
all elected officials were engaged in corruption). The police, judges and magistrates, health
workers and tax officials are perceived as the most corrupt public servants.

0 The levels of personal experience with bribes have also declined: 6% of those surveyed
reported to have paid a bribe to obtain a document or permit in 2005 (compared to
12% in 2003). Nine percent of those surveyed paid a bribe in order to avoid problems
with the police in 2005, down from 12% in 2003.

However, governance is more than “corruption”. The MKUKUTA (Tanzania’s second-
generation Poverty Reduction Strategy Paper) prioritises improved governance, addressing issues
related to structures and processes for use of public resources (financial, information, and natural
resources), management systems, personal security, tolerance and inclusion, and participation in
decision-making.

2.4 The National Policy and Regulatory Framework

2.4.1 National Poverty Reduction Strategies

28. Poverty reduction has been a priority of Tanzanian governments since independence but
was in 1997 articulated in the National Poverty FEradication Strategy (NPES) which outlines a
strategy for halving absolute poverty by 2010 and its complete eradication by 2025. These goals
were reiterated in the Tanzania Development Vision 2025 which envisages that Tanzania will
graduate to a middle-income country where abject poverty is eradicated. In 2000, GoT presented
its first Poverty Reduction Strategy Paper (PRSP), which contributed to triggering HIPC II debt
relief. The PRSP resulted in increased budgetary allocations for basic education, primary health
care and rural roads, and stimulated structural and institutional reforms notably in the areas of
governance and financial management.

29.  In June 2005, GoT introduced its second PRSP, i.e. the National Strategy for Growth and
Reduction of Poverty INSGRP) or MKUKUTA, covering the period up to June 2010. It deviates
from the first PRSP by being based on a wider and longer consultative process, and by providing
more emphasis on the economic productive sectors and the private sector, in particular
agriculture and the SME sector, in order to accelerate economic growth (GDP growth target of
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06-8% per annum). It replaces a budget-based sector approach with an outcome-oriented cluster
approach focusing on three inter-

related clusters where the combined Reduction of Poverty

outcomes are expected to reduce

poverty. While the BSPS 111 primarily A
targets the growth and income cluster,
the outcomes that are supported will
1 Growth & reduction of Improved quality of life
have an 1mpaCt on the clusters income poverty -‘ p. & social well-being

targeting “improved quality of life and

social ~ well-being” and  “good
governance and accountability”, and
vice versa, the outcomes in the latter
Good governance &

two clusters will impact on the accountability
growth cluster.

30. For the cluster on economic growth and reduction of income poverty, six goals are
outlined, and for each of the goals concrete targets are detailed, supported by an outline of
actions for achieving the targets. BSPS III will provide no direct contribution to three of these
goals, viz.: (i) sound macroeconomic management; (i) improving food availability and
accessibility; and (iii) provision of reliable and affordable energy to consumers which includes a
target of having the power sub-sector liberalised by 2010. However, BSPS III will support
activities and outcomes that are related to the three other goals which are:

1) Promoting Sustainable and Broad-based Growth - where BSPS III will contribute to
some of the targets and measures including

0 Scaled up participation of the informal sector and SMEs (including cooperatives)
inter alia by implementing the BEST Programme, maintaining a predictable
business environment and protecting property rights

0 The annual rate of growth of the manufacturing sector increased from 8.6% to
15% by 2010, znter alia by promoting investments in the productive and services
sectors

0 Increased technological innovation, upgrading and use of technologies, znter alia
by promoting R&D and appropriate production and processing technology

BSPS III will through the BEST Programme support the improvement of the business
environment for SMEs, and the promotion of investments. Through PASS (the Private
Agricultural Sector Support), BSPS 111 will support commercial farmers and cooperatives as well
as agro-based SMEs. Through the SME Competitive Facility (SCF), BSPS III will support
improved market access of food processing/marketing SMEs. Through its contribution to the
Enterprise Competitiveness Programme (ECP) of the World Bank’s Private Sector
Competitiveness Project (PSCP), BSPS 111 will support all three above-mentioned targets.

2)  Reducing Income Poverty of Both Men and Women in Rural Areas — where BSPS 111
directly will support the following targets and activities:

0 Increased productivity and profitability both within and outside the agricultural
sectot, /nter alia through entrepreneurship training, strengthening of cooperatives
and other farmers’ organisations, and improving access to finance



0 Increased sustainable off-farm income generating activities znfer alia through
promoting value addition schemes, SMEs and cooperatives

0 Improved marketing of agricultural products
PASS and SCF will be the key sub-components supporting the achievement of these objectives.

3) Reducing Income Poverty of Both Men and Women in Urban Areas has the target to
half the proportion of the urban population below the basic needs poverty line to 12.9% by 2010
and the proportion of urban food poor to 6.6%. Measures include support to SMEs and the
informal sector, entrepreneurship programmes and vocational training and improved access to
essential utilities.

BSPS I1I will contribute towards achieving some of these targets through support for the BEST
Programme, including the labour market reforms, and for ECP, PASS and SCF. Furthermore,
the support for the business and international trade education at the Faculty of Commerce and
Management (FCM), and for the Ministry of Trade and Marketing (MITM) will indirectly
stimulate business and SME growth.

2.4.2 Policies and Strategies Related to the Business Sector

31. Tanzania has no shortage of sector and thematic policies and strategies and (if fully
implemented) several of these may have an indirect or direct influence on business sector
development. The Small and Medium Enterprise Development Policy, issued by the Ministry of
Industry and Trade in 2002, is designed to support the 2025 Vision by stimulating growth in the
SME sector through (i) improved infrastructure, (ii) enhanced service provision, and (iii) an
enabling legal and institutional framework. It includes several measures for improving the
business environment which now are being supported by the BEST Programme. It provides for
allocation of land to SMEs by Local Authorities and allocation of underutilised public buildings
to SMEs. It emphasises introduction of business and entrepreneurship training at several levels
and strengthening of the BDS. It envisages support for cluster development, establishment of
business information centres, better access to financial services including seed capital, technology
transfer, incubator schemes, and marketing. The World Bank’s Private Sector Competitiveness
Project includes support for several of these measures.

32.  The SME Development Policy was prepared to complement the Sustainable Industrial
Development Policy (SIDP), 1996 — 2020, which emphasises many of the same strategies for
development of SMEs but focuses on manufacturing activities only. The Strategic Trade Policy,
2002 — 2007, is designed to transform Tanzania into a competitive export-led economy,
integrated in the global economy, and achieving annual increase in trade volume of 14%. The
Minerals Policy of Tanzania provides for enhanced support to artisanal and small scale mining.
The 2000 National Micro-Finance Policy establishes the framework and principles for
microfinance development, adopting international best practices. The National Employment
Policy assigns a key role to the SME sector in creating employment and outlines policies for
improving the conditions for private sector development. With support from BSPS 1I, a draft
proposal on a Private Sector Development Strategy® has been prepared. The draft is currently
being reviewed and revised.

8 Economic and Social Research Foundation, 14" August 2006 Private Sector Development Strategy, Final
Draft
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33. In the second phase of the Integrated Framework for Trade-Related Technical Assistance
to Least Developed Countries (IF)’, a Diagnostic Trade Integration Study (DTIS) was
implemented during 2004/05 to suppott the Government of Tanzania (GoT) in the realization of
its National Trade Policy, the objective of which is to develop an export-oriented economy. The
DTIS Report, issued in November 2005, is a sizeable document , containing a comprehensive
Action Plan. BSPS II supports a preparatory transition phase including programme formulation
which is envisaged to be financially supported through a multi-donor basket fund.

34.  DTIS finds that Tanzania for most products has free access to the major markets and
notes: “the most important factors facing export performance currently in Tanzania, and in particular
diversification of exports, are those “bebind-the-border” ones. Such factors could, in principle, include virtually all
aspects of the development agenda’. Though attempting to focus of the directly trade-related factors,
the Action Plan addresses also behind-the-border constraints. It is multi-sector and multi-
institutional, containing at least 122 recommended actions of which one action may require a
number of other major actions.

35.  Out of the 122 actions recommended, 62 actions require policy, regulatory and/or
institutional reforms while 90 actions require technical assistance and/or investments. In several
cases the nature of reform is only vaguely indicated. Given the capacity constraints in
government, the Action Plan, in its current ambitious form, may not be digestible and
implementable. Therefore, it is likely that a relatively lengthy process of review and revision will
be required in order to arrive at and agree on an implementable Action Plan that could form the
basis for a government-donor financial package, such as a basket fund, to finance its
implementation. If this happens, Danida may consider using part of the unallocated budget to
contribute to the basket.

2.4.3 National Policies on Crosscutting Issues

36. The MKUKUTA identifies cross-cutting issues as “factors that cut across sectors and social groups
(often) negatively impacting on income and non-income poverty”. These factors are further identified as
including  “Wwbalances in gender relations, environmental issues and HIV" and AIDS”. MKUKUTA
contains goals and interventions for these issues which are mainstreamed into each of the three
clusters. MKUKUTA steps up efforts to deal with gender imbalances and underlines the
importance for mainstreaming gender issues ‘Zuto policies, plans, budgets and implementation mechanisms
including gender monitoring and indicators for good governance”. MKUKUTA highlights that “effects of
HIV'/ AIDS and gender discrimination are particularly challenging to the prospects of girls”.

37. The Tanzanian Constitution forbids discrimination on the basis of sex. The government
has ratified the Convention on the Elimination of all Forms of Discrimination Against Women
(CEDAW), adopted the Platform of Action after the Beijing Conference on Women in 1995.
GoT has also subscribed to other international, regional, and national undertakings to promote
gender equality.

®TheIFisa multi-agency, multi-donor program established by WTO trade ministers in 1996 to promote the
integration of the least developed countries (LDCs) into the global economy. The participating agencies are the
International Monetary Fund (IMF), the International Trade Center (ITC), United Nations Conference on Trade
and Development (UNCTAD), United Nations Development Program (UNDP), the World Bank and the World
Trade Organization (WTO). Tanzania went through the first IF process, for which a needs assessment was
prepared and two donor roundtables were held (1999 and 2000). The main result from the first IF for Tanzania

is the multi-donor’f unded “Business Environment Strengthening
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38. The Ministry of Community Development, Gender and Children (MCDGC) was
established in 1990 to more explicitly address gender inequality in Tanzania. Gender focal points
were established by the MCDGC in sector ministries to co-ordinate the mainstreaming of gender
in the sector programmes. A Women in Development Policy was developed in 1992 and replaced
in 2000 by a Women’s Development and Gender Policy. In February 2000, with the approval of
the National Sub-Program for Women’s and Gender Advancement, the national strategy to
implement the Beijing Platform of Action was set in motion, addressing four of the twelve
critical areas identified in the Beijing Platform for Action (i.e. enhancement of women’s legal
capacity; economic empowerment of women and poverty eradication; enhancement of women’s
political empowerment and decision-making; and women’s access to education, training and
employment). The MCDGC, with several donor agencies, has initiated gender mainstreaming
working groups in selected sectors (macro-policy, health, agriculture and education). The
MCDGC also played a catalytic role in the development of the new Land Act of 1999.

39. The National Employment Services Act (1999), and the Employment and ILabour
Relations Act (2003) provide for promotion of equal opportunities to women and men. While
the former focuses on access to employment services, the latter includes prohibition of
discriminatory practices at work places and provides protection to pregnant female employees,
through social security. Upwards 30% of job seekers who have visited Public Labour Exchange
Centres since their establishment in 2002 are women. In addition a specific window for
informing and advising women on job availability and other opportunities has been established
within the National Gender Machinery. In spite of this progress, it remains a challenge to
transform the mindsets, especially those of “private sector employers [who] do not often abide by all the
standards that promote equality at places of work” >

40. The National Micro-Finance Policy (2000) provides guidelines for gender equality. The
promotion of business women is an effective way of empowerment which may be aided by
increasing their access to financial services, training them in business management, and
facilitating their access to markets. The Private Sector Development Strategy for Tanzania makes
proposals for promoting economic empowerment of business women, including: “addressing the
legal, administrative and regulatory barriers that are preventing women from contributing fully to the economy”
and “Eliminating gender based inequalities in education and access to agricultural inputs with a view to increasing
the contribution of women to growth”.

41. 'The design of BSPS III has considered and incorporated these policies and guidelines
where relevant. The support for the Association of Tanzania Employers (ATE) and the Trade
Union Congtress of Tanzania (TUCTA) comprises various activities promoting gender equality
and combating HIV/AIDS. SCF will exclusively focus on food processing/marketing SMEs
which is a sub-sector that has high participation of women. The support for the Faculty of
Commerce and Management for international trade and business education includes courses on
gender, HIV/AIDS and governance. The new PASS Trust Agency will be assisted with
developing and implementing corporate social responsibility policies, related znter alia to gender,
HIV/AIDS and governance.

2.5 Institutional Framework for Business Sector Development
42.  As the “business sector” is a crosscutting concept and numerous public and private

agencies support business sector development with different types of services (regulatory,
developmental and technical, financial), the institutional framework is composed of literally

19 Beijing +10 Country Report. Pg 17
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hundreds of “organisational dots” of which some are partners in BSPS III. The partners and
stakeholder of the three components are introduced in the Component Description Documents.
For Component A: Improved Business Environment the majority are public ministries and
agencies engaged in regulating and facilitating private business. In Component B: Better Access
to Markets, partners and stakeholders are public and private agencies that support Tanzania’s
participation in international markets, primarily by developing the skills and knowledge of human
resources. In Component C: MSME Development the main partners are private sector
organisations delivering financial and technical services to MSMEs.

2.6 Joint Assistance Strategy for Tanzania - JAST

43.  Alignment: In 2000, the Government of Tanzania and the Development Partners (DPs)
approved the Joint Assistance Strategy for Tanzania (JAST), which builds on a number of past
commitments and documents including the Tanzania Assistance Strategy (2002), and the Paris
Declaration on Aid Effectiveness (2005). JAST has an important influence on the design of
country and sector/thematic programmes, including BSPS III. The objective is that each DP
moves from providing assistance according to own priorities, systems and procedures to a
situation where the assistance is aligned with national development goals (as expressed e.g. in the
MKUKUTA for the mainland and the MKUZA for Zanzibar) and provided under a single
guiding framework (national budget/MTEF/PER) for effective aid management. Furthermore,
JAST requires Ministries, Departments and Agencies (MDAs), Regions, and Local Government
Authorities (LGAS) to align their plans and activities to the MKUKUTA/MKUZA.

44.  Aid Modalities and Disbursements: One objective is to rationalise the development
cooperation, reducing the transaction costs for both government and DPs and avoiding
duplication. When supporting state organisations, JAST states that: (i) General Budget Support
(GBS) is GoT’s preferred aid modality; (i) DPs will increasingly move to General Budget
Support (GBS); and (iii) “basket funds will be limited to those contexts where it is seen
appropriate by the Government and significant transaction cost savings are possible, particularly
in protecting public reforms and/or thematic areas which are not yet mainstreamed in
normal Government activities”. Direct Project Funding will be phased out except for large
infrastructure investments, experimental pilots and emergency aid. If earmarked supportt for the
state sector is provided, “all ODA disbursements to the Government will be made through the
Government budget and Exchequer System”. Support for non-state actors may be provided
directly but reported quarterly to government within the PER process.

45.  Division of Labour: When DPs continue with earmarked support for clusters, sectors and
thematic areas, they are committed to focus and concentrate their support, each reducing the
spread of support over sectors and thematic ateas. Furthermore, in each area/sector, both
Government and the DP community will designate lead agencies and partners; for example, a DP
may be a Delegating Partner, i.e. delegating management of policy dialogue, monitoring and
evaluation etc. to the Active Partners or to the Lead Partner, thus reducing the number of DPs
that the government has to deal with. Harmonisation of Government and DP processes and
cycles are also introduced to facilitate the cooperation. Periods of “quiet time” are introduced,
April — August, where Government-DP interaction is to be minimised to allow Government time
for its budget and planning processes.

46.  Capacity Development and TA: JAST has other implications for the design and
implementation of BSPS III. JAST states that capacity development (CD) is one of the central
objectives of its development partnership and that DPs will contribute to sustainable capacity
development through financial and technical assistance but also by relying on Government
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systems and structures to deliver and manage their assistance, eliminating parallel project
implementation units. Technical Assistance (T'A) will be demand-driven, increasingly untied from
the source of the financial assistance, and procured under the leadership of Government in a
competitive and transparent manner. National rather than foreign expertise and supplies will be
used whenever national suppliers are able to provide “Value for Money” and meet the CD
requirements

47.  On programme planning, JAST states: “Wherever in effect, Government’s Opportunities
& Obstacles for Development (O&OD) approach rather than Development Partners’ own
methodologies will be used; and on procurement: “Development Partners will work towards
providing development assistance to the Government that is freely and fully available to finance
procurement of goods and services from any country and source. Government procurement
systems will be used.

2.7 Danida Strategies

2.7.1 Strategy for Development Cooperation with Tanzania

48. The Strategy for Denmark’s Development Cooperation with Tanzania, 2007 — 2011,
commits Denmark to follow the principles laid out in JAST. In line with JAST and the new
global Danida requirements to concentrate sector programme cooperation on maximum three
sectors in each of the principal cooperation countries, the Strategy selects three sectors for
cooperation, viz. health, environment and the business sector. The current cooperation in the
transport and agricultural sectors will be phased out when the current agreements end
(agriculture: 2008; transport: 2010). However, the PASS component of the Agricultural Sector
Programme Support will be continued in the Business Sector Programme Support. In addition to
the three sectors, Denmark will provide General Budget Support (GBS), and support for
governance (including public financial management and the judiciary), promotion of democracy,
and for the refugees from Burundi and Congo. Finally, the Business-to-Business Programme,
promoting partnerships between Danish and Tanzanian enterprises, will be continued.

2.7.2 Strategies and Guidelines for Support to Business Sector Development

49. Danida applies various strategies and instruments for supporting private sector
development in developing countries. Apart from the business sector programmes, Danida
supports the private sector dimension in other sector programmes, e.g. agriculture and transport,
and through partnerships and joint investments between Danish and local companies. Danida
policies for support to private sector development'' include overall guidelines for Danida’s
support to business sector programmes. The key priorities include support for: (i) improving the
business sector environment, including better public regulations; (i) developing an efficient and
socially responsible labour market; (iii) increasing the competitiveness of enterprises and their
access to markets, zuter alia through business development services and support for trade related
issues; and (iv) improving the access to financial services, including microfinance. - A Danida
lessons learned paper'” suggests some good practices of which some are highlighted in the
following.

1 Ministry of Foreign Affairs, Danida, March 2006: Business, Growth and Development — Action Programme
for Danish Support to Private Sector Development in Developing Countries

12 Ministry of Foreign Affairs, Technical Advisory Services, November 2005: Support to Business Sector
Development — Experiences and Lessons Learned from Tanzania, Ghana and Vietnam
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50.  Concentration versus Width/Diversity and Many Partners: The first generation of BSPS’s
were characterised by many public and private partners and many, sometimes unrelated, sub-
components. While it is important that the programmes have a certain width and cover the
micro-, meso- and macro-level and have both public and private partners, the design should
avoid being overly complex. It should be possible to coordinate and manage the programmes. To
reduce transaction costs, joint financing with other donors, using a joint programmatic approach,
should be pursued where relevant. Due to the diversity of partners and activities, an overall
programme steering committee is not always relevant. Rather cooperation between national
partners should be promoted where required.

51.  Alignment versus Direct Support: The support should be aligned to and integrated into
national policies and structures but support to private partners and civil society organisations
should be channelled directly and not through government systems.

52.  Support to Large versus Small Enterprises: Though the support will generally prioritise
MSMEgs, large enterprises may be indirectly and directly supported depending on the specific

country situation, e.g. where there are strong trickle down mechanisms or programmes linking
SMEs as sub-contractors to large enterprises. And indirectly, large enterprises are beneficiaries of
support for improving the business climate.

2.8 International Support for Tanzania’s Business Sector

53.  There are currently 16 development partners (9 bilateral and 7 multilateral) that provide
support for the area: Trade and Private Sector Development. Apart from Danida, the DPs that
provide substantial support for business sector development are: the World Bank, notably
through its recent Private Sector Competitiveness Project (USD 95 million), DFID, Canadian
CIDA, the Netherlands and Swedish SIDA. There is close and frequent coordination as well as
division of labour between these agencies which pursue joint programmatic approaches. The
BEST Basket is supported by Danida, DFID, the Netherlands, SIDA and recently the World
Bank, the BEST Advocacy Basket by the same except for the World Bank, and the Financial
Sector Deepening Trust (FSDT) by the BEST-BRU partners plus Canadian CIDA; however,
SIDA may withdraw in 2008. CIDA focuses its support on the financial sector and is a major
donor to FSDT.

54.  Outside this group, Switzerland, through the Swiss Agency for Development and
Cooperation (SDC) and State Secretariat for Economic Affairs (SECO), provides support for:
the Tanzania Bureau of Standards (through UNIDO); the development of the leasing market
through IFC; development of rural value chains in the Morogoro, Dodoma, Singida and
Shinyanga Regions; and development of exports of speciality coffee. The International Fund for
Agricultural Development (IFAD) provides substantial support for microfinance and rural
financial services through its Rural Financial Services Programme and for agricultural processing
and marketing through its Agricultural Marketing Systems Development Programme. The
European Commission provides support for agriculture and private sector development. USAID
and the American Embassy provide information and linkages to the US African Growth and
Opportunity Act (AGOA).

55.  All 16 DPs are currently listed as “active partners”. However, de facto there is division of
labour in the joint programmes. In the public part of BEST Programme, the World Bank is
leading on procurement matters (WB systems are used for procurement) while different DPs take
the lead on different subject areas. For example, on labour market issues RDE has traditionally
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taken the lead, and in 2007/2008, RDE will take the overall lead on the BEST Programme.
DFID, CIDA and now SIDA have taken the lead on the financial sector deepening programme.

2.9 Danish Support for Tanzania’s Business Sector

56. BSPS II: The second phase of Danida’s Business Sector Programme Support (BSPS II),
July 2003 — June 2008, had a budget of DKK 209 million and four components with 17 or 18
sub-components, depending on interpretation, and 15 direct partners (please see Annex 2). Three
basket funds were supported, i.e. BEST, BEST AC, and the Financial Sector Deepening Trust
(FSDT) which in turn supported numerous organisations. The support for the SME
Competitiveness Facility (SCF) also benefited many organisations and BDS providers. Thus,
directly and indirectly BSPS II supported numerous organisations, however in some cases with
relatively modest amounts, in particular in the case of the Private Sector Development Strategy,
the Commercial Court, and VETA, where assistance was part of a phasing-out strategy. The
support for these sub-components was more or less completed by 2006.

57. Apart from the micro- and SME-finance Guarantee Funds, BSPS II primarily provided
support for developing the capacity of public and private stakeholders. Technical assistance was
the main input, whether to development of human resources and organisational capacity or to
interventions for improving policies and regulations. Only in a few cases, did infrastructure,
equipment and materials account for a sizeable share of the support, for example in the support
to the Tanzania Bureau of Standards and the Ministry of Labour, Employment and Youth
Development.

58.  Private Agricultural Sector Support (PASS): PASS started as a pilot project in 2000 during
the first phase of Danida’s Agricultural Sector Programme Support (ASPS I) and was continued
in the second phase (ASPS II) which terminated in June 2008. PASS assists commercial farmers
and agribusinesses with feasibility studies and business plans, and access to loans through a
Credit Guarantee Fund that currently guarantees loans from four commercial banks. During
ASPS 11, one objective was to institutionalise PASS, which was achieved in 2007 where PASS was
established as a Trust. Under ASPS, PASS was located in Morogoro and concentrated its
activities in this region as well as in Iringa and Mbeya Regions.

59. Business to Business Programme (B2B): The Danish B2B programme supports various

forms of cooperation between enterprises in Denmark and enterprises in selected developing
countries. In Tanzania, B2B supports seven on-going projects (2007) of which three projects are
within agro-processing and agribusiness, e.g. potato chips and integrated poultry production. In
addition, there are several agro-projects in the pipeline. With continuation of high rates of
economic growth and progress on improving the business environment, the B2B programme in
Tanzania is likely to expand. Furthermore, with the focus of BSPS III on agro-industries and
agribusinesses (PASS) and on food processing and marketing (SCF), there appears to be an
enhanced potential for linkages between B2B and BSPS. Thus in the future, there could be B2B
supported projects where it would relevant and beneficial if PASS supports access to credit
through credit guarantees and SCF assists the enterprise with market access. In order to capture
such potential synergies, regular meetings between PASS, SCF and the B2B desk at RDE are
envisaged. Finally, where B2B supports new innovative investments, there might be possibilities
of accessing matching grants for incubators and innovators provided under the Enterprise
Competitiveness Programme, to which BSPS III contributes under Component C.
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3 PROGRAMME STRATEGIES AND OBJECTIVES

3.1 Changes and Transition from the Second Phase to the Third

60. Fewer but Larger Sub-components and Better Alignment: As compared to BSPS 1I, the

sub-components in BSPS III need to be fewer and have larger budgets, for two reasons. First,
while BSPS II had four components and 17-18 sub-components (depending on interpretation),
new Danida guidelines stipulate that a Danida sector programme can contain no more than three
components, each component no more than three sub-components, and each sub-component no
more than five main outputs. Secondly, in accordance with Danida policies and JAST, it has been
decided that future Danida sector programme support to Tanzania will be reduced from five to
three sectors. As the total Danida budget for Tanzania will remain at least at current levels, the
programmes for the three remaining sectors will have to be designed with larger budgets. For
BSPS 111, a budget frame of DKK 500 million has been defined, i.e. an increase of 139% from
the BSPS II budget. With fewer sub-components, this necessitates a major increase in the budget
of each sub-component.

61. Basket Funding: While some sub-component partners would be unable to absorb a major
increase in support, it is still considered justified and needed to continue the support for them. In
the private sector there are, unlike some of the “public goods sectors”, numerous public and
private institutions which play an important role. The only option for continuing the support to
many partners with more modest support requirements is to channel the support through joint
baskets. This would also be in line with JAST and GoT’s policy to reduce transaction costs. It
was therefore agreed with the partners and the BEST donors that the support for the public
labour market institutions, i.e. MOLEYD, OSHA and the Labour Court, will be channelled
through the BEST Basket which already is supporting labour law reform and thus also in the
future will support the capacity development required for implementing the reforms'.

62. Geographical Fxpansion: A large part of the BSPS II budget was focussed on Dar es
Salaam where much of Tanzania’s private sector is concentrated. Also, reform initiatives naturally
take their starting point in Dar es Salaam. However, there are numerous possibilities for BSPS 111
to support a geographical expansion into “secondary private sector hubs”, such as Mwanza,
Mbeya, and Arusha-Moshi-Tanga. This applies to the direct private sector support as well as to
public institutions. PASS, which have concentrated on Morogoro, Iringa and Mbeya, will receive
support for expanding its geographical coverage as will SCF. The private labour market
institutions, ATE and TUCTA, will receive support to expand their outreach and activities in the
regions. The institutional development strategies of the public labour market institutions, which
now will be supported under BEST, include an expanded presence in areas outside Dar es
Salaam. Part of the support for FCM will allow FCM to support the strengthening of business
schools outside Dar.

63. Termination of Support: Three sub-components of BSPS II reached their completion
point in 2006 and will receive no further support, i.c.

1. Private Sector Development Strategy — a draft strategy has been prepared
2. Confederation of Tanzanian Industries (CTT)

13 As beneficiaries of BEST suppott, they will need to negotiate the support with BEST. However, in otder to
facilitate their integration into the BEST Basket and since Danida, by the BEST donor group, has been assigned the
lead donor role on labour market issues, MOLEYD, OSHA and the Labour Court were assisted in the formulation
process with outlining their support requirements for 2008-2013.
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3. The Vocational Education and Training Authority (VETA) which has received
substantial Danida support in the past.

BSPS III will contribute to the multi-donor basket for implementation of the Enterprise
Competitiveness/Development Programme (ECP) of the World Bank’s Private Sector
Competitiveness Project (PSCP). ECP contains a demand- and private-sector-driven support for
public technical institutions and vocational schools. Thus, although the past long-term direct
support for VETA has been terminated, Danida will indirectly continue the support for
vocational education and training, but now through a basket and following an approach whereby
technical training and education is provided based on the demand of the private sector. This
approach is in line with Danida’s guidelines for supporting vocational education and training.

64. The support under BSPS 1II for the Tanzania Bureau of Standards (TBS) has achieved its
main targets (upgrading and accreditation of laboratories), and further direct support is not
included. However, in BSPS III, SCF may use the TBS accredited laboratories as service
providers when supporting food processing/marketing SMEs. Furthermore, if a basket is
established for implementation of the action plan of the Diagnostic Trade Integration Study
(DTIS), it is probable that this basket will support efforts to introduce and ensure better quality
standards, though not necessarily through TBS.

65. Phasing-out Support: During BSPS III, Danida will phase out its long and successful
cooperation with the CRDB Bank Ltd. Already, an agreement has been made between the two
governments that Danida Investment Fund will gradually sell its shares in the bank. The Danida
financing of management support, i.e. a Deputy Manager (adviser), will be continued and phased
out as and when the shares are sold and the new owners are in position (please refer to section
7.1).

66. Even though the support for SME finance is terminated, BSPS III is expected, through the
FSDT and PASS, to indirectly support CRDB Bank in its financing of SMEs in agro-processing
and agribusiness as well as of commercial farmers. The support of PASS is in the form of credit
guarantees for the bank and feasibility studies and business plans for the clients. The Danish
support for CRDB’s successful microfinance activities will be terminated. However, it is
anticipated that FSDT will continue to support CRDB’s activities to develop viable grassroots
microfinance institutions such as Savings and Credit Cooperatives Societies (SACCOS).

67. Integrating and Aligning the Support into the Partners’ Systems: In the direct support
under BSPS 11, a significant part of the budget items was procured through an RDE appointed

procurement agent. However, nowadays most items can be procured within Tanzania through
“local shopping”. In BSPS III, the direct “bilateral” support (i.e. not the baskets) will be
integrated into the partners’ budgets and systems with the exception of international consultancy
contracts and Danida advisers (and in some cases long-term overseas training). Where the partner
is a public agency (e.g. MITM, FCM) the support will be integrated in the partner budgets, and
transferred through the Treasury system. GoT procurement regulations will be applied. Where
the partner is a private institution (e.g. ATE and TUCTA) the support will be integrated into its
budget and the procurement systems of the institution (accepted by RDE) will be applied.
Though detailed output budgets have been prepared for defining the direct support, the major
part of the direct support will have the character of “organisational budget support”. The
partners will report on progress in their entire programme and account for utilisation of their
entire budget (not only the Danida contribution).
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68.  This change in approach, which is in accordance with JAST guidelines, has implications for
activities in the last year of BSPS II. During 2007/08, partners have to prepare their work plans
and budgets for 2008/09 to ensure that there is an approved budget provision for starting the
BSPS 1II supported activities on 1% July 2008. For international consultancies and Danida
advisers, RDE/Danida will have to initiate tendering and recruitment processes during 2007/08.

3.2 Problems to Be Addressed by BSPS III

69. BSPS III is designed to make a contribution to removing selected obstacles and
deficiencies in three main areas:

A. An inadequate regulatory framework that does not facilitate the formalisation and growth
of private enterprises. The framework is comprised of the regulations themselves but also
the institutional capacity to implement the regulations. Institutions are mainly public but
in a few cases also private, e.g. in the labour market where employers’ and workers’
organisations have been entrusted with regulating the market.

B._Inadequate participation in international markets where Tanzania primarily sells raw
materials (minerals and agricultural commodities) while buying most of the more
processed products. While Tanzania does have potential to move up the value-addition
ladder, there are problems that need to be overcome. Some of these problems relate to
low human resource and institutional capacities, while other problems are related to
deficiencies in the physical capital, private and public. Component B of BSPS III will
address the first part, in particular: (1) the limited capacity within government to obtain
advantageous international trade deals; and (ii) the shortage of people with qualifications
and skills in international trade and business, company management, and
entrepreneurship. Under Component C, support will be provided to address the limited
capacity of food processing and marketing SMEs to process and sell their products to
supermarkets and hotels in Tanzania and to markets abroad.

C._Limited access for MSMEs to financial services, markets, technology and innovations,

and business development services — where MSMEs here are understood to include
commercial agriculture, agro-processing and agribusiness.

70. Problems in the Business Environment: Tanzania has in recent years improved the
environment for doing business but serious bottlenecks remain. The overarching problem is that
the costs and “complications” (in particular to micro and small enterprises) of being part of the
formal business sector are too high compared to the benefits of being formalised. Costs include
the time, payment and procedures of being registered and licensed, various taxes and duties, and
the costs of complying with labour market, environmental and other regulations. Potential
benefits include legal protection against cheaters, protection of property rights, a judicial system
that ensures that claims can be realised, use of registered land and property as collateral to access
cheaper formal sector credit, better access to suppliers’ credit, and better access to markets and
support services. The quality of the services matters; for example, whether the public system is
capable of settling commercial disputes within a reasonable time and in a fair and non-corruptible
manner.

71.  If an informal sector company finds that the benefits provided by the formal systems are
not much superior to the benefits provided by informal networks, then the company may not be
willing to accept the costs of being formalised. In some countries which have moved rapidly to a
free market without having the institutions in place to protect and service the private participants,
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private networks, sometimes of a criminal nature, have tended to fill the void. Thus the issue is to
reduce the regulatory and financial burden on formal enterprises while at the same time
improving the benefits of being formalised. This will stimulate informal enterprises to formalise,
facilitating their growth. Also, it will facilitate that already formalised enterprises expand. In turn,
this will contribute to increasing economic growth and government revenue.

72.  Through the contribution to the BEST Programme, BSPS III will contribute towards: (i)
reducing time, costs and complications of registering and closing an enterprise, and obtaining
licenses, limiting the licensing requirements to activities that influence public health and safety;
(i) reducing time and costs of having land property registered; (iii) improving the capacity and
efficiency of commercial dispute resolution; and (iv) improving the functioning of the labour
market. Through direct support, the capacity of ATE and TUCTA will be enhanced to znter alia
facilitate bipartite dispute resolution and collective bargaining agreements.

73.  Limited Public and Private Capacity for International Trade and Business: The conversion
of Tanzania into an export-led middle income country integrated into the global economy

requires a significant expansion in the capacity of the public sector to engage in international
trade issues and provide the services that are required for Tanzanian exports to comply with the
regulations of the export markets. Currently, potential export revenues are lost because Tanzania
does not have the capacity to pursue the most optimal international agreements and comply with
regulations of the markets that pay better prices. Producers and exporters need to enhance their
knowledge of the export markets’ sanitary and phyto-sanitary regulations as well as other
requirements such as traceability, certification of organic products etc and how to comply with
these regulations. In addition, more knowledge about potential markets and trading practices is
required. Several of the regulations of the export markets are also gradually entering the domestic
market, for example through international supermarket chains, hotels and restaurants which
establish subsidiaries and branches in Tanzania and whose standards are globally applied. These
enterprises often prefer to import, even basic and perishable goods, because Tanzanian suppliers
are unable to satisfy their requirements.

74. In recent years, some of Tanzania’s private sectors have experienced a rapid growth, e.g.
the manufacturing, mining and financial sectors, but the supply of qualified and skilled business
graduates and financial sector experts is far below the demand. As a consequence, salary levels of
experienced and qualified business/financial sector experts are increasing rapidly (USD5,000 or
more per month). At the same time, many business schools are operating at their full capacity
and can only admit a fraction of the qualified students that apply for their programmes. Women
constitute an increasing share of the business graduates, but below 30%, and it is still an
exception to find women among formal sector enterprise managers.

75.  Inadequate Support Services for the MSME Sector: Due to its past history of a state-led
command economy, the Tanzanian private sector is still somewhat behind some other African
countries with respect to entrepreneurship/management, technology and technical skills. In
recent years, different private Business Development Service (BDS) providers have emerged,
providing assistance to MSMEs on management, technology and marketing issues. However,
their market and growth depends to some extent on public subsidies (or matching grants) as
most of the MSMEs, in particular the smaller ones, do not yet have the capacity or willingness to
pay for the full cost of the services. The role and approach of the public sector in developing
entreprencurship and workers’ skills is changing to become more demand-/private-sector-driven
but this transition needs further support. The state has so far played a negligible role in
promoting technological innovation and promising start-ups in the private sector. And, there is
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generally a lack of public support to facilitate innovators and persons with realising their good
business ideas and innovations.

76. In spite of recent improvements, access to formal sector credit remains a problem for most
MSMEs and commercial farmers, who generally have to provide more collateral than the value of
the loan due to the banks’ perception of the risk involved. This is a problem when only a fraction
of property and land is formally registered. Financial services are in particular poor in rural areas
and commercial farmers face special problems in accessing investment finance. Therefore,
guarantee schemes are needed. PASS directly addresses the problems of commercial farmers and
agribusiness while the BEST Programme indirectly addresses the risk problem through support
for enhanced registration of property rights including land.

3.3 Programme and Component Objectives

77.  The Development Objective of BSPS II was defined as:

“Socially balanced economic growth through more coherent, transparent and sustainable
institutions, including legal and regulatory environment that support development of the business
sector in Tanzania”.

Though BSPS III largely is a continuation of BSPS 1II, the definition of the overall programme
development objective is slightly modified to align it better to the goals of Vision 2025 and the
goals of the cluster on “Growth and Reduction of Income Poverty” in the MKUKTA. The
below definition attempts to reflect government’s ambition to raise the rate of growth in the
business sector above the current level, while at the same time ensuring that the growth to a
higher degree than at present: (i) benefits micro and small entrepreneurs, the women and the
workers, i.e. is a more equitable growth; (i) involves more sectors of the economy including the
informal sector, i.e. broad-based; and (iii) is more driven by international trade.

Accelerated and more equitable, broad-based and export-oriented growth in Tanzania’s
business sector

78. For the purpose of monitoring, “the business sector” is a difficult crosscutting concept
because it does not appear in national or international statistics. Proxy indicators such as growth
in GDP and the manufacturing sector have to be used. Accelerated growth may be interpreted as
a GDP growth of more than seven percent per year or as a manufacturing sector growth of 15%
or more per year (the MKUKUTA goal for 2010). Most countries have found it difficult to
maintain equity in periods of high economic growth. In terms of equality, Tanzania has a Gini
coefficient of 0.35, which places her somewhere in the better part of the middle group in the
Gini index (the lower the more equal); Kenya has 0.44, Ethiopia 0.30, Vietnam 0.35, South Africa
0.58, Thailand 0.40, China 0.45 and Denmark 0.27.

79. The Immediate Objectives, at programme level, are the development objectives of the
three components and their achievement should make a direct contribution to achieving the
programme development objective or part of it. The immediate objectives (i.e. the objectives for

components A, B, and C) are defined as:

A. An enabling regulatory and institutional framework for the business sector, delivering
services inducing businesses to formalise and grow

B. Improved participation of Tanzania in international markets
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C. Enhanced contribution of MSMEs and commercial agriculture to equitable growth,
exports, employment and government revenue

80. The term “international markets” as well as “exports” is here understood to include
markets within Tanzania that have international characteristics, for example in terms of their
demand for quality standards. The term “Improved participation” (in international markets)
implies that international trade constitutes a substantial share of GDP and that Tanzania moves
up the value-addition ladder in her international trade.

81.  Sub-component Objectives: For each sub-component, one goal is defined and where the
sub-component comprises two interventions, a goal for each of the interventions is defined. At
component level, these goals are immediate component objectives. A summary of the logical
framework matrix for the entire programme is presented in Annex 1.

3.4 Strategies for Addressing Crosscutting Issues

82.  Crosscutting Issues in the Business Sector: Profit and income is the primary rationale of
private business. Corporate Social Responsibility (CSR) does not yet play a strong role in
Tanzania’s MSME sector but it is becoming an issue among large Tanzanian and foreign
enterprises. This creates special challenges for how to include gender and HIV/AIDS issues in
the direct support to private sector entities but also for the support to public and private
institutions, which service the private sector. There is a need for practical measures which have
an impact, are advantageous to the stakeholders and become an integral part of the partners’
operations. In mobilising support for the issues, pragmatic rather than moralistic approaches will
be pursued, raising the awareness of the fact that neglect of these issues results in economic
losses to the enterprise and the economy. For example, gender inequality implies a waste of
potentials, leading to lower social and human capital, enterprise efficiency and GDP.

83. Gender Equality: The partners in BSPS III were all asked to review their vision, goals and
strategies in order to assess whether the issues of gender equality and HIV/AIDS are propetly
integrated in their official statements. Also they were asked to look at the gender balance of their
staff resources and among the clients they serve. Some organisations have identified a need to
develop a critical mass of women beyond clerical and lower administrative positions. This may
require special efforts to identify qualified women in the recruitment processes. The Faculty of
Commerce and Management (FCM) emphasises the promotion of a gender-friendly environment
as an important measure of attracting (and retaining) women to business studies. The BEST
Advocacy Component has realised the need for identifying women’s business organisations and
assisting them in their advocacy and capacity development; they are generally better at including
gender issues in their advocacy. The support for ATE (employers) and TUCTA (employees)
includes budget for gender training of their members as well as other measures of promoting
gender equality. In the joint TUCTA-ATE cooperation, TUCTA will take the lead on the child
labour issue.

84. Though not done for the purpose of gender equality, the decision to concentrate the focus
of SCF on food processing and marketing SMEs does have positive gender implications since
women have a relatively high participation in this sub-sector - as entrepreneurs or workers. Also
PASS, with its new emphasis on agro-processing and agribusiness, is expected to create many off-
farm and on-farm opportunities for women.
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85. HIV/AIDS: Tanzania’s National Policy on HIV/AIDS, which unfortunately is not legally
binding and only partly followed, states that people living with HIV/AIDS “have the right to
comprehensive health care and other social services, including legal protection against all forms of discrimination and
human rights abuse”. 1t is expected that the BSPS III partners will be guided by this National Policy
and take the following measures for mainstreaming HIV/AIDS'" into their operations:

1. Introduce HIV/AIDS policies: This is especially crucial for partners that do not have
such policies. Not all partners need create afresh such policies, but some could adopt and
adapt existing policies. Whatever the case, there is need to establish a problem statement,
justification, mission, objectives and strategies for each partner organisation.

2. Factor in HIV/AIDS Awareness Creation: The type of awareness creation should be
based on the nature and characteristics of the activities and engagements of the actors in
the respective sub-sector. The awareness creation plans should cover how the
organisation positions itself in regards to the ABCs of HIV/AIDS prevention, mitigation
and care. The interventions should address what the organisation provides, what other
actors provide, and how best to access these services.

3. Establishing Roles and Responsibilities for HIV/AIDS management at
workplaces: This means creating consensus on what is expected by each actor, how the
actor is to meet these expectations, the resources that will be provided, and how the
organisation aims at promoting the rights of workers living with HIV/AIDS. Other
measures here might include the creation of Focal Points, HIV/AIDS Cootdinating
Committees, and information and education materials.

4. Monitoring and Evaluating progress on HIV/AIDS at work places. So far not
much information is shared on HIV/AIDS situation and measures at addressing its
prevention, mitigation and care. It is therefore crucial that such information is regularly
generated and shared with different partners in the BSPS III support programme.

BSPS III provides specific budgets for HIV/AIDS training and awareness activities for ATE,
TUCTA, and FCM. In 2007, ATE included the way that members dealt with the HIV/AIDS
issue as one criterion for deciding on the “Employer of the Year Award”. Itis also expected that
the issue will be integrated in the corporate policies of the PASS Trust Agency and SCF.

86. Environmental Sustainability: Some investments supported by PASS (sub-component C.1)
and the ECP (sub-component C.2.b) may have negative environmental consequences. PASS has
measures for simple environmental screening while ECP is subject to the Work Bank’s
environmental safeguards. Environmental issues will be addressed as part of some courses and
programmes of FCM, and ATE intends to include the issue in its training programme on CSR.
SCF will also routinely consider the environmental impact of activities to be undertaken with
matching grants.

87.  Governance: Public and corporate governance will be addressed in FCM courses, while
ATE will deal with corporate governance in its training course on CSR. Public governance is a
key issue in the BEST Programme when supporting proper implementation of the reformed
regulations. SCF considers the governance structure of those organisations applying for
matching grants.

1 “HlI V/ Al DS Policy at Work Place”. TUCTA. [Undated].
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4 COMPONENT A: IMPROVED BUSINESS ENVIRONMENT

This chapter provides a summary description of Component A. A full description including detailed
output budgets is presented in a separate volume: Appendix A

4.1 Component Structure, Budget and Objectives

88.  Structure and Budget: Component A provides budget for continuation of the BSPS II
support for two multi-donor basket funds, BEST-BRU and BEST-AC, and for the social
partners, the Association of Tanzania Employers (ATE) and the Trade Union Congtess of
Tanzania (TUCTA). The support is structured in three sub-components (SCs). A.1/BEST-BRU
is a contribution to the basket for the public part of the Business Environment Strengthening in
Tanzania (BEST) Programme, which provides support for public ministries, departments and
agencies (MDAs) to help them reform the regulations under their mandate and deliver efficient
regulatory services. This part is coordinated by the Better Regulation Unit (BRU) of the Ministry
of Planning, Economy and Empowerment (MPEE). Apart from Danida (BSPS), the basket is
supported by DFID, the Netherlands, SIDA and recently also the World Bank. The BEST
Advocacy Component (BEST-AC) is the private part of BEST supporting private sector
organisations (PSOs) to implement advocacy for a better business environment. It provides
matching grants to finance services for this purpose. BEST-AC has a basket fund, which is
managed outside the government framework by a contracted international consultancy firm, and
which is supported by Danida/BSPS, DFID, the Netherlands and SIDA.

COMPONENT A: IMPROVED BUSINESS ENVIRONMENT
BSPS Il Budget in DKK'000

Sub-components 2008/09| 2009/10| 2010/11| 2011/12| 2012/13] TOTAL
SUB-COMPONENT A.1: BEST-BRU 10,000 | 10,000 | 10,000 | 10,000 5,000 | 45,000
SUB-COMPONENT A.2: BEST-AC 5,016 5,079 5,145 5,214 5,289 | 25,743

SUB-COMPONENT A.3: ENHANCED CAPACITY OF
PRIVATE LABOUR MARKET INSTITUTIONS

Intervention A.3.a: Capacity Development Support for

ATE 4,866 4,919 3,394 2,056 2,034 | 17,269
Intervention A.3.b: Capacity Development Support for
TUCTA 7,033 | 11,634 7,924 4,797 3,650 | 35,038
TOTAL SUB-COMPONENT A.3 11,899 | 16,553 | 11,318 6,853 5,684 | 52,307
TOTAL COMPONENT A 26,915 | 31,632 | 26,463 | 22,067 | 15,973 | 123,050
2008 2009 2010 2011 2012 2013 Total

TOTAL COMPONENT A
ACCORDING TO DANISH FISCAL YEAR 13,458 | 29,274 | 29,048 | 24,265| 19,020 7,987 123,050

89. Following labour market reforms, ATE and TUCTA have been entrusted with
responsibilities for regulating the labour market but they are both young organisations with
limited capacity. Though they are private organisations, they provide regulatory services that are
important to the business sector. Sub-component A.3 is structured as two separate interventions:
A.3.a provides capacity development support for ATE and A.3.b for TUCTA. Though
opponents on some matters, there are areas where ATE and TUCTA have common interests,
and part of the support will finance joint activities.

90. Though the support under Component A is implemented by four agencies, it reaches out
to numerous public and private institutions. BEST-BRU provides financial support to several
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MDAs but many more public and private institutions are involved in the reform process. BEST-
AC works with numerous PSOs and service providers. ATE, with some 700 members, and
TUCTA, with 14 affiliated unions, are the key partners of MDAs in the labour sector and
members of several tripartite setups, such as the new sectoral wage boards and the Labour,
Economic and Social Council (LESCO).

91.  Objectives: All budgets of Component A finance activities that in different ways contribute
to one common objective: “An enabling regulatory and institutional framework for the business sector,
delivering services that induce businesses to formalise and grow”. The objectives and structure of the BEST
Programme are defined in the Programme Document approved by the partners. A common sub-
component objective is defined for the support for the social partners but in addition ATE and
TUCTA have their organisational goals and strategies to which the support is aligned.

Sub-component Sub-component Objectives

A.1 BEST-BRU A.1.1: To reduce the burden on businesses, including SMEs, by reforming
and eradicating as many procedural and administrative barriers as possible

A.1.2: To improve the quality of services provided by Government to the
private sector (especially SMEs), including commercial dispute resolutions

A.2 BEST-AC Enhanced quality and credibility of private sector organisations to engage
effectively in private public dialogue and to advocate improvements in the
business environment in Tanzania

A.3 Private Labour Improved functioning of a private labour market based on bi- and tri-
Market Institutions partism

A3.a ATE | Enbanced capacity of ATE to represent and service employers with the view to improve
their competitiveness and human resource management

A3.b TUCTA | At the end of BSPS 111 the trade union movement of Tanzania mainland affiliated with
TUCTA will be able to provide effective services to their members in collective bargaining
agreements and dispute settlement and effectively adyocate the interest of the members.

The logical framework matrix for BSPS 111 is presented in Annex 1.
4.2 'The Sub-components

4.2.1 BEST-BRU

92.  Past Achievements: The programme was launched in December 2003 but implementation
only gained momentum in 2005/06. Progress was initially slow because many small fragmented
contracts were tendered but a change towards awarding larger framework contracts has
accelerated implementation. Substantial progress has been achieved in revising the policy and
regulatory framework for the labour market, business registration and land/property registration
while much remains in terms of developing the infrastructure and institutional capacity for
implementation of reforms. Also improved investment facilitation has been achieved through the
Tanzania Investment Centre (TIC). It is recognised that reform is a long-term process (+/- 10
years) involving: (i) formulating and adopting new policies; (ii) translating new policies into
laws/regulations and amendments of laws/regulations; and (iii) developing the institutional
capacity to implement and enforce the laws/regulations.

93.  Extension Plan: The initial total commitment of Danida/BSPS II, DFID, the Nethetlands
and SIDA amounted to USD 19 million. In 2007 the World Bank joined with a commitment of
USD 41.4 million, which allows for an extension and an expansion of the scope of the BEST-
BRU part of the programme (the World Bank is not contributing to BEST-AC). The programme
for the next five years includes: (i) establish a single business interface for business registration
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and regulation, and modernise and strengthen the Business Registration and Licensing Agency
(BRELA); (i) establish an efficient, re-engineered, and decentralised land registration process and
improve the survey and mapping capacity; (iii) improve commercial dispute resolution snfer alia by
strengthening the Commercial Court to reduce backlogs and support education in commercial
law; (iv) develop the capacity of public labour market institutions to implement the reformed
labour laws (previously funded directly by BSPS II); (v) enhance the capacity of the Tanzania
Investment Centre to attract new investments; (vi) strengthen programme management and the
support for gender equality; and (vii) implement similar activities under the BEST Zanzibar
Component.

94. As part of facilitating business transactions and credit delivery, the agenda includes
introduction of “natural and legal person registries”. However, it is anticipated the significant cost
involved in establishing such registries will be financed bilaterally by one development partner,
i.e. outside the BEST Basket.

95. BSPS III Contribution: While the budget is subject to change, also the financial
commitment is a “flexible entity”. For the period up till June 2012, the World Bank has made the
largest commitment (USD 41.4 million) but the Bank is willing to take the position of financier of
last resort. Also the commitment of the other bilateral donors may be subject to change. It is
therefore not possible to exactly determine the funding gap that Danida/BSPS III should cover.

96. However, over the next 5-year period it is expected that total expenditure will be in the area
of DKK 450 million of which a substantial part will be for the public labour market institutions
that Danida has supported directly under BSPS II. On this background, it is considered
appropriate that the Danish commitment constitutes around 10% of the fund, i.e. DKK 45
million. In the case that new areas are introduced in the BEST menu and a funding gap emerges,
it may be considered to use part of the unallocated BSPS III budget to cover part of the gap, if
the concrete situation complies with Danida regulations for use of unallocated funds.

97. Management: Each MDA is responsible for implementing the support received from the
BEST Basket, while the role of BRU/MPEE is to coordinate and facilitate. A BEST Steering
Committee (BSC) serves as the forum where MDAs can coordinate activities and exchange
information; BSC has an advisory role. A Tripartite Review Committee (TRC) is established as a
more operational decision-making body, having membership of selected permanent secretaries,
the private sector and a DP representative. RDE has in the past been an active development
partner (DP) in the BEST-BRU cooperation and the lead DP on labour market issues. In
2007/2008, RDE is selected as the overall lead DP for the BEST Programme.

4.2.2 BEST AC

98. Past Achievements: Due to delays in funding, BEST AC started to approve the first
matching grants by the end of 2005. However, the 2006 Mid Term Review noted: “BEST AC has
already begun to make a difference... There are some weaknesses but these can all be
overcome...they [10 projects approved in the first application round] are having some impact
both in terms of changing existing policy and in enforcing existing regulation”"”. The Review also
stressed that focus should be on advocacy and not on general capacity development. Concern
was expressed about the high costs of fund management compared to the size of the fund.

1> These 10 projects had been completed by June 2007 at which time there were 15 new projects ongoing.
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99.  Extension Plan: The programme for BEST-AC in the period 1 July 2008 — 30 June 2013
comprises three main outputs: (1) Partner private sector organisations (PSOs) will have
demonstrated (managerial, technical and financial) capacity to advocate effectively on behalf of
their members; (2) Capacity building partners will have increased their own capacity to support,
train and advise PSOs on private sector advocacy; and (3) Stakeholders, especially PSOs, will
have engaged in more and more effective, networking and collaboration. These outputs will be
achieved through provision of matching grants but also through a pro-active role of the
contracted fund manager which will not only manage the fund but also provide technical
assistance. The fourth output is related to fund management: “BEST-AC will have been
effectively managed and governed”.

100. BSPS III Contribution: The arrangement applied in BSPS II, whereby Danida pays the
fund management contract while DFID, the Netherlands and SIDA contribute to the basket
account, will be continued in BSPS III. The total budget for the fund management contract is
USD 4.3 million or DKK 25.7 million but this now also includes the technical assistance setrvices

that the fund manager will provide. The projected expenditure financed from the basket amounts
to USD 8.2 million.

101. Management: As other BEST components, BEST-AC reports to the Tripartite Review
Committee (TRC) which approves the overall strategy for BEST-AC. A BEST-AC Project Board
has been appointed to advise on strategy and provide oversight of activities and initiatives. It
approves the strategy and business plan. In relation to grant applications, it reviews, comments
and make decisions. The contracted consultancy firm will be paid directly by Danida according
the agreed procedures in the contract. The other DPs will transfer their contributions to the
BEST-AC Basket Fund Account according to approved budgets. The tender process for the
management contract will be initiated in 2007. It will be administered by Danida and have
observer(s) from the DPs in the tender committee.

4.2.3 The Association of Tanzania Emplovers (ATE)

102. Past Achievements: The Federation of Tanganyika Employers (FTE) was formed in 1960.
In November 2003, ATE was registered to take over FTE and serve as the apex body for all
(mainland) Tanzanian employers in the private sector as well as the public utility companies. ATE
is by law designated to represent employers in bi- and tri-partite institutions. BSPS II supported
ATE in developing its capacity but the support was initially constrained by lack of staff in ATE’s
very limited secretariat which reduced the absorption capacity. However, the situation has
recently improved considerably with a new management team and recruitment of four specialists.
Despite the problems, ATE provided a number of important training courses, introduced the
Employer of the Year Award, increased the number of members, doubled its revenue from
membership fees, tripled the revenue from sale of services, established a modern head office and
opened a branch in Arusha. BSPS II contributed to these achievements.

103. ATE has also established a small help-desk function where members can call and get
advice on labour issues. This is in particular appreciated by many SMEs enterprises that are
uncertain about how to comply with the new labour law and regulations. This may partly explain
why ATE is experiencing a rapid increase in membership, some 100 new members per year,
bringing total membership above 700 in 2007.

104. BSPS III Cooperation: While ATE is committed to reducing its dependence on Danida, it
requires external support to achieve its strategic goals for the next five years. With the support of
BSPS 111, ATE plans to: (i) expand its geographical coverage; (ii) offer training to members in

27 -



human resource management, HIV/AIDS, corporate social responsibility, the labour law, and
occupational health and safety; (iii) improve its advocacy to ensure that positions are based on
analysis and hard evidence; and (iv) raise the awareness of members about labour market issues;
and (v) improve its cooperation with partners internationally and with TUCTA in Tanzania. Low-
cost solutions will be pursued for expansion of the geographical presence. Danida support is
requested for development of training packages, training of trainers and implementation of the
first courses, but from then onwards ATE will raise user fees and other income to finance
training delivery.

105. As part of its awareness-raising activities, ATE has introduced the “Employer of the Year
Award” which creates significant publicity. Each year, applying members are surveyed which
provides important information on the features of the members. Award criteria may change from
year to year, but are often related to CSR and HRM practices including practices for managing
gender equality and HIV/AIDS. ATE is currently exploring the possibility of arranging US
funding for its members’ HIV/AIDS action plans at the individual enterprise level.

106. BSPS 11T Contribution: The total BSPS III budget for ATE is DKK 17.3 million, which is
based on five detailed output budgets (please refer to Appendix A). It assumes that ATE will
increase its revenue and secretariat staff, in particular employ a labour market/industrial
economist with whom contracted consultants can work on analysing wage and productivity
trends, and the international competitive position of various sectors and industries. The budget
includes a provision for short-term national and international consultants (DKK 6.6 million) to
assist with such studies and support the implementation process.

Sub-component A.3: Enhanced Capacity of Private Labour Market Institutions
A.3.a: Enhanced Capacity of ATE

Budget by Output and Year (in DKK'000) 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | TOTAL
A.3.a.1 |improved Advisory and Training
Services to Members 1,320 1,420 620 3,360
A.3.a.2 |Enhanced geographical coverage and
adequate infrastructure 1,281 1,361 985 445 425 4,497
A.3.a.3 |Enhanced capacity to represent and
advocate members' interests 1,040 1,200 1,000 920 920 5,080
A.3.a.4 [Improved awareness among
employers about labour issues 350 350 350 350 350 1,750
A.3.a.5 |Enhanced international cooperation
and cooperation with TUCTA 650 300 260 260 260 1,730
Total Contingency for all output budgets 225 288 179 81 79 852
TOTAL BUDGET FOR A.3.a 4,866 4,919 3,394 2,056 2,034 | 17,269
TOTAL BUDGET ACCORDING TO THE 2008 2009 2010 2011 2012 2013 TOTAL
DANISH FISCAL YEAR 2,433 4,893 4,157 2,725 2,045 1,017 17,269

107. Management: All consultancy inputs are merged into a framework contract which will be
tendered during 2007/2008. The tendering process, the contracting and the payment for services
will be managed by RDE/Danida, with professional participation of ATE. The remaining part of
the budget will be provided as “organisational budget support” to ATE. This means that: (i) the
BSPS III support will be an integral part of ATE’s budget; (i) the accounting for the support will
be done through the audited Annual Financial Statements; (i) ATE will undertake procurement
according to its guidelines; and (iv) ATE’s Board will provide oversight and control. Reporting
will be through ATE’s quarterly Board reports.
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4.2.4 The Trade Union Congress of Tanzania (TUCTA)

108. Past Achievements: The Trade Union Congtress of Tanzania (TUCTA) was established in
2001 after the introduction of the new trade union act. It is the apex body of 14 affiliated unions,
and is by law mandated to represent the trade union movement in various tripartite and bipartite
forums. TUCTA’s other role is to support the affiliated members with development of their
capacity. The affiliated unions have a total membership of close to 400,000, both public and
private employees. The role of the trade union movement has changed with the transition from a
state controlled command economy to a free market economy, and BSPS II supported this
transition. As TUCTA notes: “It [BSPS II] has enabled TUCTA to develop successfully from the
former incarnations as a state controlled organisation, operating in a state controlled economy,
into an independent Trade Union Central, operating in a market economy”.

109. TUCTA’s operations are implemented by a small Secretariat of seven professional staff and
12 administrative support staff. It has no in-house legal expertise. Information and data on
members is limited and so is the capacity for labour market analysis. TUCTA’s income has been
modest (< DKK 0.5 million p.a.) and has depended on the willingness of affiliated unions to pay
5% of their member fee income to TUCTA.

110. BSPS III Cooperation: The support is designed to assist TUCTA with achieving its
strategic goals. TUCTA has defined the following purpose of the cooperation: Az the end of BSPS
HI the trade union movement of Tanzania mainland affiliated with TUCT.A will be able to provide effective
services to their members in collective bargaining agreements and dispute settlement and effectively adpocate the
interest of the members. The cooperation will focus on strengthening three levels:

1. _The national (apex) level (DKK 14.4 million, including contingencies), where support will

be provided to enhance the capacity of the TUCTA Secretariat and the constitutional
bodies to provide relevant services to the 14 affiliated unions and the Regional Technical
Committees, to advocate and defend the interests of the labour union movement in
tripartite and bipartite forums at national level, and to network with the international
labour movement. The support comprises human resource development and upgrading
of physical facilities as well as short- and long-term technical assistance, the latter being a
Danida Adviser for four years.

2. _The affiliated unions (DKK 4.8 million): Support will be provided for developing the

capacity of the affiliated unions for analysis, advocacy, and negotiation, and for providing
other services for their members. ICT will be provided as well as substantial training of
union staff and leaders (DKK 3.6 million). In particular, the weaker unions need support
for enhancing their physical and human resource capacity. Therefore, a differentiated
strategy for developing the capacity of unions will be applied.

3. _The regional level (DKK 15.8 million) is a relatively new TUCTA structure comprising
Regional Technical Secretariats (RTCs) established in all 21 regions. The regional

structures need to be further strengthened and have access to resources for implementing
activities at regional and branch level, e.g. training of leaders at the individual work place,
L.e. the branch leaders. Budget is provided for training of regional union secretaries and
for annual consultations with union secretaries. A matching grant fund of DKK 6.3
million will be established to support part of the costs of promotion and training
activities (focusing at the branch level), planned and proposed by the RTCs.
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111. BSPS 11I Contribution: The total BSPS III contribution is DKK 35 million. A considerable
part of the budget is for financing training activities which mainly will be outsourced to national
training service providers. It requires considerable capacity to manage such a large training
programme. Though there are plans for increasing the number of professional staff from the
current seven to 12, TUCTA may be unable to raise the resources for employing a
Training/HRD specialist. In such a case, part of the training budget will be used for this purpose.
Detailed output budgets are presented in Appendix A while a summary is provided below.

A.3.b: Enhanced Capacity of TUCTA

Budget by Output and Year (in DKK'000)
Output Budgets excluding Contingencies 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | TOTAL

A.3.b.1 |Enhanced Capacity of the TUCTA
Secretariat 3,240 5,730 2,140 1,790 660 | 13,560

A.3.b.2 |Enhanced Capacity of Affiliated Unions

600 1,090 1,100 800 800 4,390
A.3.b.3 |Enhanced Capacity at Regional and
Branch Level 2,821 3991| 4,191 1,991| 1,991 | 14,985
Total Contingency for all output budgets 372 823 493 216 199 2,103
TOTAL BUDGET FOR A.3.b 7,033 11,634 7,924 4,797 3,650 | 35,038
DANISH FISCAL YEAR
(in DKK'000) 3,517 9,334 9,779 6,361 4,224 1,825 35,038

112. Management: The BSPS III contribution will finance the major part of TUCTA’s annual
budget. The contribution will therefore be provided as “organisational budget support”. Apart
from the Danida Adviser who will be paid directly by RDE/Danida, the annual BSPS III
contribution will be integrated in the TUCTA budget, and transferred to an account of TUCTA
which will procure services and equipment according to its procurement systems, accepted by
RDE. The BSPS III contribution will be accounted for through TUCTA’s audited Annual
Financial Statements (and semi-annual or quarterly reports). Unlike the situation in BSPS II, there
will be no Steering Committee, but TUCTA’s Executive Committee will provide oversight,
guidance and control, based on the quarterly reports to the Executive Committee.

4.3 Component Coordination

113. In some Danida supported programmes, a “Component Steering Committee” is
established to promote cooperation between component partners and decide on budgets and
work plans of the sub-components. However, for “Component A” such a committee has not
been considered. Firstly, annual budgets will be negotiated between the RDE and the individual
partner, and in cases where budgets have to be re-allocated between sub-components and
partners, the RDE will enter into an agreement with the concerned MDAs and MoF.

114. Secondly, the “component” does not provide the appropriate frame for coordination. The
terminology “component” and “sub-component” should not be perceived as describing an
“institutional body” but rather as a budget of support. The reason why the budgets for BEST-
BRU, BEST-AC, ATE, and TUCTA are presented under “Component A: Improved Business
Environment” is that these budgets are provided with the common goal of improving the
business environment. The many institutions that are supported through the budgets may or may
not have cooperation with each other, and there are a number of committees and other forums
where the implementing partners cooperate with each other and with other organisations. Finally,
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the BEST Programme has its own coordination and oversight structure, and so does ATE and
TUCTA.
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5 COMPONENT B: BETTER ACCESS TO MARKETS

This chapter provides a summary description of Component B. A full description, including detailed
output budgets, job descriptions, Terms of Reference etc, is presented in a separate volume: Appendix B

5.1 Component Structure, Budget and Objectives

115. Component B provides budgets for developing the human resource and institutional
capacity that Tanzania needs to improve her participation in international markets. The
component comprises three sub-components:

B.1 Enhanced Capacity in International Trade Negotiations (DKK 26 million) supports the
Ministry of Industry, Trade and Marketing (MITM) to better define Tanzania’s position

based on evidence, analysis and stakeholder views, advocate the position and ensure the
necessary follow-up actions on signed agreements.

B.2 Trade and Business Education (DKK 49.8 million) supports the Faculty of Commerce
and Management (FCM) at the University of Dar es Salaam (UDSM) to expand its
menu, throughput of students, and outreach in order to satisfy a rapidly growing demand
for skills in international trade, business and entrepreneurship.

116. The total budget is DKK 75.7 million and the major part is allocated for training, education
and technical assistance. Investment in physical facilities and equipment is only included where
such is absolutely necessary for delivering the “soft services”. The support provides for a
continuation of the cooperation under BSPS II. However, in the case of B.2 the support is for an
expanded menu including business management and entrepreneurship skills. In B.3, the focus is
narrowet, limiting the support to food processing/marketing SMEs, while the approach is to
apply a longer process of capacity development and facilitation in order to ensure that the SMEs
actually capture the markets. In the case that an Action Plan and a Basket Fund for
implementation of the Diagnostic Trade Integration Study (DTIS) are established during the
implementation period, the support for international trade may be expanded, using part of the
unallocated programme funds.

117. The objectives for the sub-components are defined based on the strategic plans and goals
of the partner institutions, - FCM and MITM.

Sub-component Sub-component Objectives

B.1 International Trade Improved position of Tanzania in negotiation and implementation of
Negotiations international trade agreements

B.2 Trade and Business Enhanced private and public sector competencies in international trade,
Education business management, and entrepreneurship

5.2 The Sub-components

5.2.1 International Trade Negotiations

118. Past Achievements and Rationale: The cooperation under BSPS II achieved a number of
positive results, including professional preparation of position papers for international
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negotiations, establishment of the master’s degree programme in international trade at FCM',
and short term training on WTO issues. However, the targets of having a well functioning
website and library were not achieved. There remain serious weaknesses in the processes of
formulating and agreeing Tanzania’s official position in international trade negotiations within
various contexts, negotiating the position and following up on signed agreements.

119. The Department of International Trade (DIT) within MITM has the mandate for
international trade policy and negotiations and is the implementing partner in this sub-
component. DIT has 26 professional staff but only a few have adequate analytical and
negotiation skills and sufficient time to engage in analytical work required for the negotiation
processes and in work required to follow up on agreements that Tanzania has signed. DIT also
lacks budget for systematically engaging private and public stakeholders in defining the position
of Tanzania, for contracting specialised expertise to establish the analytical basis for defining her
position (based on evidence), and for implementing follow-up actions on signed agreements.

120. BSPS III Cooperation: In order to address this situation, MITM decided in 2007 to
establish a Strategic Think Tank (STT) which will have the resources for engaging in more in-
depth and time consuming analyses. STT will be a relatively small team within MITM, drawing
on external expertise as required. Enhancing the capacity of STT will be a major element of the
cooperation, which will focus on improving the preparatory and follow-up processes. A second
element will function for improving MITM’s institutional capacity for strategic planning and
general management, including internal and external communication as these aspects impact on
the performance in international trade negotiations. MITM’s strategic Plan for the next three
years is being finalized. This component will align with the plan.

121. Preparatory and Negotiation Processes: To improve stakeholder consultation, budget will
be provided for the establishment and work of 8 sectoral Technical Working Groups (TWGs)
comprising key stakeholders in the subject. These include TWGs on Agriculture, Tariffs,
Services, NAMA, Trade Facilitation, TRIPS, Rules and New Generation Issues toensure that the
decision_on Tanzania’s position is well informed, budget will be provided for STT to engage
“national champions”, and national and international specialists to implement studies and
analyses of the implications of different proposals for Tanzania in order to identify the position
that is most advantageous to Tanzania. To enhance the capacity to negotiate the positions,
MITM staff will receive training in negotiation skills and delegations will be supported with the
required range of expertise.

122. Managing Agreements, Follow-up Processes and Awareness on Opportunities: To improve

public sector compliance with signed international agreements, expertise will be contracted to
analyse discrepancies and to propose changes in the national regulatory framework such as tariff
schedules. This is required not only to comply with those agreements already signed but also to
guide MITM into new agreements. Furthermore, some agreements provide a choice among
options (e.g. binding or not binding the tariffs) and Tanzania needs to make that choice based on
proper analysis of what is in her best interest. — Once a new trade opportunity has been created
by MITM, the private sector needs to be informed about it. A communication strategy will be
developed to identify the most cost-effective ways of raising the awareness among enterprises,
and once adopted, support will be provided to implement the strategy.

123. Capacity Development of MITM: The performance of MITM in international trade
negotiations is to a large extent influenced by the ministry’s strategic planning, management

18 This was in BSPS 11 a sub-intervention of the cooperation with MITM
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capability and external and internal communication. New challenges such as EPA require even
more efficient use of resources and better operational performance. Institutional capacity
building will be required to support the core function, which is international trade negotiations
and will- after strategy formulation- focus on administration, planning and communication issues.
Besides BSPS 111, complementary resources are expected to be made available by a forthcoming
Public Service Reform Programme II.

124. BSPS III Contribution: A major part of Danida’s input consists in technical assistance of
which a part will be procured and managed by MITM (DKK 3.7 million) while another part
(DKK 18.3 million) will be provided through a framework contract, which will be tendered and
managed by RDE/Danida with participation of MITM. The crucial input of MITM consists in
the STT Coordinator, and possibly an assistant. For the framework contract, a consortium of
Tanzanian/regional/international consultancy firms and/or expertise centres will be selected.
Part of this contract will be a pre-determined input of 24 months long-term national adviser and
18 months international institutional capacity building adviser to assist in developing the capacity
of MITM in planning and management as well as external and internal communication.
Furthermore, interval inputs of about 3-4 months per year will be delivered during the first three
years by an international trade policy adviser. The remaining part of the TA will be for short-term
consultancies to be identified, according to the subject matter in question (e.g. intellectual
property rights, sanitary and phyto-sanitary regulations, protection of a specific industry/sub-
sector, legal compliance etc). The national consultants to be contracted by MITM will comprise
“national champions” for temporary work with STT, facilitators for the TWGs, and consultants
and service providers for general capacity development of MITM.

B.1: Enhanced Capacity for International Trade Negotiations
Budget by Output and Year (in DKK'000)

Output Budgets excluding Contingencies 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | TOTAL|
B.1.1
Improved stakeholder consultation 384 748 748 748 748 3,376
B.1.2
Better informed decisions 3,124 2,914 2,914 2,114 2,114 | 13,180
B.1.3
Improved participation and negotiation 450 450 450 450 450 2,250
B.1.4 [Improved follow-up on International
Trade Agreements. 142 1,212 292 292 292 2,230
B.1.5 |Enhanced Institutional Capacity of
MITM 1,892 1,190 380 380 380 4,222
Total Contingency for all output budgets 135 140 140 141 141 697
TOTAL BUDGET FOR SCB.1 6,127 6,654 4,924 4,125 4,125 | 25,955
TOTAL BUDGET ACCORDING TO THE 2008 2009 2010, 2011 2012 2013, TOTAL
DANISH FISCAL YEAR 3064| 6301| 5789 4525 4125| 2,063 25,955

125. Management: The tendering for the consultancy contract will take place during 2007/08
and be administered by RDE/Danida with a professional input of MITM. Apart from this part
of the support, budget planning, financial transfers and accounting will follow GoT systems.
However, MITM’s proposals on annual work plans and budgets related to the BSPS III
contribution will as a first step be negotiated and agreed with RDE before they enter into GoT’s
planning and approval process.

5.2.2 Trade and Business Education

126. Past Achievements and Rationale: With support of BSPS II, FCM has established a high
quality Master in International Trade (MIT) programme - the only one in the East African region.
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There is strong demand for the programme and in the second enrolment 50 students were
accepted though Danida only supports 25. Generally, there is very high demand for
programmes/courses in vatious aspects of business management, and students ate paying
relatively high fees. However, due to limited capacity, in particular physical space, FCM can only
meet a fraction of this demand. There is also a very high but unmet demand by the private sector
for qualified people with education/skills in business and financial management. In particular
financial sector enterprises have difficulties finding staff with the required qualifications and
therefore have to pay monthly salaries of USD 5,000 or more.

127. During Tanzania’s socialist period, investments in business schools had low priority and as
a consequence, insufficient supply of people with trade and business education/skills is today one
of the most serious constraints on private business development. Often private enterprises do
not have the knowledge, resources and skills to upgrade their operations to international levels.
Thus, support for tertiary education, oriented towards the needs of the private sector, will address
one of the important systemic factors in poverty in Tanzania, which is a private sector that is too
small and growing too slowly to absorb the more than two million unemployed and the close to
one million young people who enter the labour market each year.

128. The BSPS III — FCM cooperation will focus on expanding the diversity of programmes
and courses and on increasing enrolment and throughput. Assistance will be provided for
developing and delivering programmes within international trade, entrepreneurship, corporate
governance, investment analysis and portfolio selection, and enterprise management. However,
with its present capacity, FCM would be unable to deliver a higher enrolment and throughput
and a broader range of programmes while at the same time maintaining high quality standards.
Therefore, BSPS III will assist FCM with expanding its human resource and physical capacity. In
particular physical space is a limiting factor — students often have to receive lectures standing —
and budget is provided for an expansion. Staff development will include PhD programmes, and
research and exchange programmes with international institutions.

129. The cooperation will also assist FCM with developing the capacity of business schools
outside Dar es Salaam. The support for development of staff capacity of other business schools
may involve training and joint research projects. In the MIT programme, two places will every
year be reserved for MITM staff that meets the minimum requirements for acceptance to the
programme. It could also be considered (if there is common interest) to develop short-term
training of branch leaders of the trade unions (supported by sub-component A.3) in how to
analyse a company’s financial statement.

130. Finally, support will be provided for a period of two years to the University of Dar es
Salaam Entrepreneurship Centre (UDEC), which is a child of FCM, currently using FCM’s
human resources. The support will be for UDEC’s programmes to enhance the capacity of
entrepreneurs and Business Development Service (BDS) providers. The BEST Advocacy
Component is using UDEC to develop the capacity of BDS providers to support private sector
organisations in advocacy.

131. BSPS II1 Contribution: The major expenditure items to be financed by BSPS III are the
sponsoring of students to enrol in various programmes and courses, short-term courses, a new
building, and capacity development of FCM staff.

132. Management: FCM’ position under the University of Dar es Salaam (UDSM) allows it to
serve in its own capacity as implementing agency of donor supported programmes and to receive
donor funds, directly from Treasury. Thus, the sub-component budget will be channelled from
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RDE through Treasury through the Ministry of Science, Technology and Higher Education
(MSTHE) to FCM and be fully integrated in GoT’s budgeting, accounting and reporting system.
Annually, FCM will consult with UDSM and MSTHE and propose how it plans to utilise the
allocated BSPS III budget in the next year. The approval of annual work plans and budgets will
be done jointly by RDE and the Ministry of Finance. The annual BSPS III support will (as FCM’s
national resources) be planned in line with FCM’s strategic plan.

Sub-component B.2: Trade and Business Education (FCM)

Budget by Output and Year (in DKK '000)

Output Budgets excluding Contingencies| 2008/09| 2009/10| 2010/11| 2011/12| 2012/13| TOTAL
B.2.1 |[Competencies of graduates enhanced by

developing new programmes 4712 | 6,462| 6425| 3558| 3,342 24,499
B.2.2 |The FCM capacity enhanced in provision of
knowledge and skills 8530 | 7,008| 1,098 1,008| 1,008| 18922
B.2.3 |UDEC capacity enhanced in provision of
knowledge and skills in Entrepreneurship 414 30 444
B.2.4 |Capacity of other business school
institutions improved 310 310 310 310 310 | 1,548
Total Contingency for all output budgets 1,211 1,386 779 492 471 4,339
TOTAL BUDGET FOR SC B.2. 15,177 | 15,286 | 8,612 | 5,458 | 5,221 | 49,752
2008 2009 2010 2011 2012 2013 Total

TOTAL SUBCOMPONENT B.2.
ACCORDING TO DANISH FISCAL YEAR 7,588 | 15,231 | 11,949 7,035 5,339 2,610 49,752

5.3 Component Coordination

133. MITM and FCM, but also SCF (see Component C), have an interest or stake in some of
each others’ activities. MITM is a member of the SCF Board and may exchange information on
market access issues with SCF. MITM also has an interest in the MIT and other trade/market
related programmes of FCM and there are ongoing exchanges and relations between the two
institutions in this area.

134. Though there are linkages and relations between the Component B partners, it is
considered that there is no need for a Component Steering Committee. Rather, the RDE will
promote and facilitate that the BSPS partners develop concrete cooperation and linkages within
specific areas, where relevant. Furthermore, given the “independence and autonomy” of the
Component partners, it would be inappropriate to have a joint Component Committee decide on
the budget and work plan of the individual partner. This is better done through direct
negotiations between the RDE and the partner, with the relevant oversight bodies participating in
the approval.
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6 COMPONENT C: DEVELOPMENT OF MICRO, SMALL AND MEDIUM
ENTERPRISES

This chapter provides a summary description of Component C. A full description, including detailed
output budgets, is presented in a separate volume: Appendix C

6.1 Component Structure, Budget and Objectives

135. Component C focuses on improving the access of MSMEs, including commercial
agriculture, to formal sector financial services and risk capital, developing their management and
technological know-how, and promoting networks that they need to market their products, and
get inputs, technology, and know-how. Under C.2.b, support is also provided for innovators,
incubators and start-ups as well as for vocational training and education. The support is provided
directly to individual MSMEs or clusters of MSMEs, and to institutions providing services to
MSMEs. The Component thus complements Component A which addresses regulatory issues
faced by MSMEs. It also complements Component B supporting an enhanced human resource
and institutional capacity for international trade.

136. The Component comprises three sub-components but four budget frames:

C.1: Private Agricultural Sector Support, PASS. (DKK 140 million): In the Agricultural

Sector Programme Support (ASPS), Danida introduced the pilot intervention PASS to
provide credit guarantees for commercial agriculture to help the access to bank credit
and business development services (BDS) to make business plans and feasibility and
market studies. Demand for these services has been high and it was decided to convert
PASS into a Trust to be supported under BSPS III after the ASPS comes to an end in
June 2008. The support under BSPS III will allow the PASS Trust to expand its
geographical coverage and assist not only commercial farmers but also agro-industries
and agribusinesses with accessing BDS and short-, medium- and long-term loans for
working capital and investments.

C.2.a: Improved Market Access of Small and Medium Enterprises (DKK 44.2 million)

continues a pilot intervention of BSPS 1I but with a focus on assisting food processing
and marketing SMEs with adding value to food commodities and accessing

markets of an international nature, within and outside Tanzania. It also supports the
institutionalisation of the temporary project organisation, the SME Competitiveness

Facility (SCF).

C.2.b: Enterprise Competitiveness Programme, ECP, (DKK 30 million): ECP is a

component in the World Bank Private Sector Competitiveness Project (PSCP)
approved in 2005. Since then the Bank and Danida, DFID, the Netherlands, and SIDA
have worked on converting ECP into a joint and enhanced programme supported by a
multi-DP basket. An enhanced programme addressing the needs of MSMEs for risk
capital, innovation, management and technological improvements, and market access
have been designed and will provide the basis for the basket and the BSPS III
contribution.

C.3: Financial Sector Deepening Programme, FSDP, (DKK 30 million): The Financial
Sector Deepening Trust (FSDT) was established in 2004 and started in 2005 providing

matching grants to enhance the capacity of financial institutions to provide services for
MSME:s and poor households. Grants are provided from a basket supported by DFID,
Canadian CIDA, the Netherlands, Sida, the World Bank, and Danida/BSPS III.
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137.  The total budget for Component C is DKK 244 million (or USD 41 million or TZS 61
billion). More than half of the budget is for the Credit Guarantee Fund (CGF) of PASS (DKK
126 million). As a significant contribution for the CGF is planned to be made during 2008/09,
there is (unusually) budgeted for a high level of disbursement in the first year.

COMPONENT C: MSME DEVELOPMENT
BSPS Ill Budget in DK'000

Sub-components 2008/09| 2009/10| 2010/11| 2011/12| 2012/13| TOTAL
SUB-COMPONENT C.1: PASS 38,000 | 26,000 | 26,000 | 25,000 | 25,000 [ 140,000
SUB-COMPONENT C.2: ENTERPRISE DEVELOPMENT | 16,163 | 15,012 | 14,334 | 14,419 | 14,269 | 74,197
C.2.a |Improved Access to Markets of SMEs 10,163 9,012 8,334 8,419 8,269 | 44,197
C.2.b |Enterprise Competitiveness Programme 6,000 6,000 6,000 6,000 6,000 | 30,000
SUB-COMPONENT C.3: FSDT 4,000 7,000 7,000 7,000 5,000 | 30,000
TOTAL COMPONENT C 58,163 | 48,012 | 47,334 | 46,419 | 44,269 | 244,197
TOTAL COMPONENT C 2008 2009  2010| 2011 2012| 2013 Total
ACCORDING TO DANISH FISCAL YEAR 29,082 | 53,088 | 47,673 | 46,877 | 45344 | 22,135 244,197

138. The objective of Component C is defined as: Enbanced contribution of MSMEs and commercial
agriculture to equitable growth, exports, employment and government revenne. The sub-component objectives
are defined as:

Sub-component Sub-component Objectives
C.1 Private Agricultural Acceleration of investments, financing and growth of commercial
Sector Support (PASS) agriculture, agribusiness and agro-processing

C.2.a Improved market access | Improved international competitiveness of food processing and
of SMEs - (SCF) marketing SMEs to access and exploit new markets

C.2.b Enterprise Development | Increased enterprise creation and growth
Programme (ECP)

C.3 Financial Sector Deepening | Expansion of private sector financial services for micro, small and
Programme (FSDP) medium enterprises and poor rural and urban households

6.2 The Sub-components

6.2.1 C.1: Private Agricultural Sector Support (PASS)

139. Past Achievements and Rationale: PASS has by far surpassed the targets for BDS and
credit guarantees defined in ASPS II, and the loss of guarantee funds has only been about 2%.
Demand for PASS services is increasing rapidly but PASS has been unable to fully meet this
demand due to limited guarantee funds. Fees paid by clients for the BDS and by banks for the
guarantees have provided income sufficient to cover basic operational costs of the PASS Project
Organisation in Morogoro. With the conversion of the project organisation to a PASS Trust
(May 2007), the CGF and the interest income becomes the property of the PASS Trust which
creates good prospects of the PASS Trust becoming a financially self-sustaining entity. It is
anticipated that the ownership of the CGF will be transferred to the PASS Trust during 2007/08,
and not later than 30 June 2008.
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140. Without a convincing feasibility study or business plan and the credit guarantee, many
commercial farmers and agro-industries would not have been able to access a loan from a bank.
Also among commercial banks there is an increasing interest in cooperating with PASS. This is
not only due to the feasibility study and risk reduction that PASS offers but also due to the fact
that PASS physically deposits an amount corresponding to the full value or part of the value of
its guarantee with the banks (in fixed deposits or similar), which raises the liquidity of the banks
as well as their trust in the guarantee. Due to Tanzania’s history there is probably among banks
still some scepticism about public non-funded guarantee commitments, in particular when it
comes to medium- and long-term lending. These positive experiences provide the justification for
rolling out, institutionalising and consolidating the pilot project.

141. 'The clients of PASS comprise individuals (41%), farmers’ groups (32%), business firms
(24%), SACCOS (2%) and Associations (1%). Initially, the main clients were groups/associations
which however more recently have been outnumbered by individuals/companies The groups ate
often organised around outgrower schemes, and though currently fewer in number than the
individual clients, the groups/associations comprise many smallholders of whom the majority are
women and classified as “poor” as compared to “non-poor”. However, it should also be
highlighted that support for one individual agro-processing enterprise may create a market outlet
for thousands of smallholders. The major sub-sector has been sugarcane (31% of clients), an
important economic activity around Morogoro, followed by tea (19%), coffee (16%), agribusiness
and agro-processing (16%), and livestock (7%). An Impact Study (2006) found that “Zhere is a
tremendons increase in terms of production and productivity of PASS clients after receiving loans”. With respect
to employment, the Study found that 69% of the employees were casual labourers but the Study
was unable to assess changes in permanent and temporary employment.

142. PASS clients are however not only those who obtain a loan with a PASS credit guarantee.
Many clients are supported with business development services (BDS) and are facilitated with
accessing finance without a credit guarantee. For example, while PASS in 2006 issued 84 credit
guarantees, it prepared business plans and provided financial linkage services to 163 clients,
assisted 69 groups to form partnerships and provided marketing services to 26 partnerships.

143. In the lessons learned questionnaire, the PASS Project Organisation found that
improvements could be achieved by having “much more/full degree of autonomy from the
Danida”, a “professional board”, and “technical assistance in specific areas”. Also, it was
proposed that the Credit Guarantee Fund may guarantee loans from USD 4,000 up to USD 2.4
million with a term of up to 10 years.

144. BSPS III Cooperation: While PASS in the past has focused on commercial farmers, the
strategy for the next phase is to cover the entire agricultural value chain, including agro-
processing and agribusiness. In addition, PASS will in a gradual stepwise manner expand its
geographical coverage. Headquarters will be moved from Morogoro to Dar es Salaam, while the
Morogoro office will be converted to a zonal branch. By the end of BSPS III four zonal branches
(including the Morogoro branch) will be in operation. Wider coverage and bigger loans with
longer terms will require a considerable increase in the guarantee funds. PASS will also invest in
developing new guarantee and BDS products.

145. The budgeted increase in the CGF will allow the Trust to support a total agricultural loan
portfolio of some DKK 400 to DKK 500 million by the end of the third phase. The actual
amount will depend on the guarantee policy and composition of the portfolio (the percentage of
loans guaranteed and the terms of the loans). It will also depend on the leverage or gearing of the
guarantee funds that is possible, - that is, will the financial sector institutions accept that the Trust

-39 -



can commit guarantees for more than the funds available considering that it is unlikely that the
entire guaranteed portfolio is lost at the same time, or will they require that one shilling
guaranteed is supported by one shilling in the CGF.

146. Support will be provided to develop the capacity of the new PASS Trust Agency. Though
it is projected that the income within three to four years will be sufficient to cover the costs, there
is in the development and expansion phase a need for external support. The major capacity
development investment is in development of a strong management team. The Trust will be
directed by a national Managing Director supported by an internationally recruited Deputy
Managing Director (MD). The PASS Trust will be responsible for the recruitment process, and
the Deputy MD will have line management functions (not advisory) and be answerable to the
MD.

147. BSPS III Contribution: With PASS as an autonomous PASS Trust Agency, Danida’s
support will be for “a company budget” and not for a “project budget”. The “company budget”
will cover the entire Trust operation, and comprise numerous recurrent expenditure items
(salaries, rent, vehicle O&M etc.) and minor investment items (PCs, vehicles, etc.). These items
will primarily be financed from the income of the PASS Trust but in the expansion phase,
“general Danida budget support” is required to cover the financing gap (an estimated DKK 4
million).

148. In addition, there are two separate expenditure items in the “company budget”, where
Danida will provide “earmarked budget support”, i.e. (i) Danida’s contribution to increasing the
size of the CGF; and (ii) the salary of the internationally recruited Deputy MD. Outside the
company budget, but inside the BSPS III budget, there will be provision for an International
Danida Adviser (Agribusiness Technical Expert) to be stationed at Headquarters, but providing
technical support the Business Development Officers at Headquarters and zonal branches.

C.1: PASS

Budget by Item and Year (in DKK'000) 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | TOTAL

Contribution to the Credit Guaranteee Fund

(earmarked budget support) 34,000 | 23,000 | 23,000 | 23,000 | 23,000 | 126,000

International Deputy Managing Director

(earmarked budget support) 1,000 1,000| 1000| 1,000 1,000 5,000

International Danida Adviser - Agribusiness

(outside the budget of the PASS Trust) 1,000 1,000 1,000 1,000 1,000 5,000

General Budget Support

(to cover operational financing gap) 2,000 1,000 1,000 - - 4,000

TOTAL BUDGET FOR C.1 38,000 26,000 26,000 25,000 25,000 | 140,000

TOTAL BUDGET ACCORDING TO THE 2008 2009 2010 2011 2012 2013 TOTAL
DANISH FISCAL YEAR 19,000 32,000 26,000 25,500 25,000 12,500 140,000

149. Management: While the Board of Trustees will be responsible for Trust policies and
operational strategies, the Trust’s operations depend initially on the annual contributions from
Danida. Therefore, the management will present and agree on proposals for annual work plans
and budgets with RDE, and then submit the proposals for approval by the Board Trustees. The
financial transfers for general budget support will be made for the general operational account of
the PASS Trust while special accounts will be opened for the earmarked budget support, at least
the CGF. Financial reporting will be done based on the PASS “Company Accounts”, and audited
annual financial statements of the PASS Trust will be the basis for ensuring accountability.
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6.2.2 Improved Market Access of SMEs (intervention C.2.a)

150. Past Achievements: During the implementation of BSPS II, the SME Competitiveness
Facility (SCF) was introduced as a pilot project, managed by a contracted consultancy firm, to
address the problem that SMEs generally lack the knowledge, experience and capacity for
exporting their products. SCF has within a short period delivered a wide and diverse range of
services, supported by matching grants, including: (i) traceability and ICT training; (i) training of
160 SME food processors; (iii) two organisations supported in Effective Trade Fair Participation;
(iv) feasibility study related to the manufacturing of a medicinal soap from Jatropha oil; and (v)
roundtable discussion of options for promoting smallholder cattle exports.

151. A tracer study (2007) concluded that the performance was satisfactory and offered
recommendations for the direction of SCF in BSPS III, including that SCF should: (i) have a
more sector-focused approach, selecting potential high-impact areas and covering the value chain
as a whole; (i) work with SME clusters, associations and other groupings to develop strategic
long-term plans and help their members with implementing the plans; and (iii) work more with
linkages to large enterprises that have downstream and upstream linkages.

152. Rationale and Strategic Vision: In the formulation process, it was decided to focus on
enhancing the capacity (know-how, skills, networks) of SMEs, engaged in food processing and
marketing, to add value to food commodities and access international food product markets. The
term “SMEs” is understood to include individual enterprises in the normal sense, commercial
farmers who produce and sell for the market, cooperatives and other groups of commercial
farmers or SMEs, and SME exporters and wholesalers. “Food commodities” and “food products” is
used in its widest interpretation and includes all edible items, including beverages (coffee, coco,
tea). “Adding valne” comprises a wide range of activities such as: certifying the organic nature and
origin of a commodity; sorting/grading and bulking food crops, spices or fruits and vegetables;
milling of grains; or more advanced types of processing and packaging. “International food product
markets” comprise markets outside Tanzania but also markets inside Tanzania that have demand
and standard specifications that are similar to those in international markets, e.g. foreign
supermarket chains and tourist hotels.

153. The focus on food commodities and products has potential to address some of Tanzania’s
main challenges and opportunities. The majority of the population, including the poor who live
in rural areas, are engaged in some form in the production of food commodities. The majority of
the about one million young people entering the labour market each year also live in rural areas,
but their choice is often limited to staying in the village and surviving on traditional agriculture or
migrating to the cities. Unlike some Asian economies, there are few rural non-farm enterprises in
Tanzania. Agricultural commodities leave the rural areas without much value addition. However,
at the same time urban markets are growing rapidly, in particular markets for livestock products,
fruits and vegetables, and the “new” staples in the urban diet, i.e. wheat and rice. Furthermore,
urban consumers are increasingly demanding food in a processed form and of a certain quality
but unfortunately a significant part of this demand is satisfied by imports. Tanzania’s total food
import is increasing and reached USD 277 million in 2004.

154. Given the current state of technology and know-how in Tanzania’s SME food sub-sector,
major efforts and a long-term process would be required before food processing SMEs are able
to export food products in a more advanced state of processing. However, there are obvious
possibilities of moving up the value-addition ladder and establishing exports or substituting
imports of food products in more processed forms.

41 -



155. BSPS II1 Cooperation: Initially, mapping and baseline surveys will be implemented to
identify two or three geographic areas that have a concentration of food processing SMEs in a
certain sub-sector and potential for substituting imports or developing exports. SCF will then
work with the enterprises and groups to facilitate their definition of their strategic goals and a
business plan, which will also identify the support that the group or enterprises require in order
to approach their strategic goals.

156. Based on the identified needs, SCF will negotiate a support frame for the enterprises and
groups for a 2-4 year period. Matching grants will then be provided to finance BDS and other
service providers that can assist the SMEs in the areas that have been identified, for example:
enterprise management, segregating and grading of agricultural food products into different
quality categories for different customers, negotiations with potential buyers or importers of food
products, quality management and certification of product quality, linkage to financial institutions
etc. SCF will “hand-hold” the SMEs through the process until they have achieved their goals.
DKK 17 million out of a matching grant fund of DKK 25 million is allocated for this process.

157. One of the key constraints for SMEs is access to and utilisation of technology in all areas
of the business. Technology may comprise processing equipment or ICT for obtaining the
necessary market information. SCF will assist SMEs in this area through advice and training, and
by facilitating linkages to financial institutions.

158. There are among the SMEs some general knowledge gaps where group training would be
relevant. One is training of SMEs on how they may market their products themselves using
various tools. The other is training on how to assess capacity building needs and select, contract
and manage BDS providers so that the SME groups, independent of SCF or other donors,
become capable of obtaining the necessary expertise at all times.

159. The final area of focus is the institutionalisation of SCF, where the goal is that SCF is
institutionalised around 2012 as a specialised national organisation effectively improving the
access to international markets of food processing and marketing SMEs. During the first years
(2008-11), SCF’s capacity and coverage will be developed, with employment of new professional
staff and establishment of two branch offices. Concurrently, options for an institutional host will
be explored, e.g. through cooperation with different institutions in the implementation of the
sub-component. It is recognised that SCF, due to the nature of its services, will not be able to
fully cover its costs from the revenue it may generate from its services. Therefore, the
continuation of SCF will partly depend on public funding.

160. An international consultancy firm, or preferably a consortium of an international firm and a
Tanzanian firm or NGO, will be contracted to supply the national staff unit and provide
guidance and capacity development support for the SCF project organisation. National staff will
be encouraged to develop an “SCF identity” and eventually to find a host for this national unit.

161. BSPS III Contribution: The total budget is DKK 44.2 million (USD 7.4 million) of which
the majority is for matching grant fund of DKK 25 million to be split between four outputs
(B.3.1, B.3.2, B.3.3 and B.3.4.) while DKK 17.9 million is for establishing and running the SCF
organisation and delivering capacity development support for SCF.
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Budget by Output and Year (in DKK '000)

Output Budgets excluding Contingencies 2008/09 2009/10| 2010/11] 2011/22| 2012/13 TOTAL
B.3.1 |Food processing/marketing SMEs have

increased sales of value added products to
export markets or domestic customers with

international standards 3,400 3,400 3,400 3,400 3,400 | 17,000
B.3.2 |Food processing/marketing SMEs have
improved utilization of technology 1,000 1,000 1,000 1,000 1,000 5,000

B.3.3 |Food processing/marketing SME
representatives strengthened to
disseminate information on their export
products 300 300 300 300 300 1,500
B.3.4 |Enhanced capacity of food processing and
marketing SMEs to use appropriate BDS
providers 300 300 300 300 300 1,500
B.3.5 |A specialised national organisation
effectively improving the access to
international markets of food processing

and marketing SMEs 4,855 3,746 3,089 3,180 3,030 17,900

Total Contingency for all output budgets 308 266 245 239 239 1,297

TOTAL BUDGET FOR SC B.3. 10,163 9,012 8,334 8,419 8,269 | 44,197
2008 2009 2010 2011 2012 2013 Total

TOTAL SUB-COMPONENT B.3.
ACCORDING TO DANISH FISCAL YEAR 5,082 9,588 8,673 8,377 8,344 4,135 44,197

162. Management: Until the time when SCF is institutionalised, the BSPS III contribution will
be managed as “project support”. Budget for SCF’s operational expenses will be transferred to a
SCF account while the tender and the payments for the international consultancy contract will be
managed by RDE/Danida. SCF’s Board, which had only advisory functions in BSPS 11, will have
a more decision-making role. For example, the SCF management will negotiate the annual work
plan and budget with RDE, and thereafter the proposed annual budget and work plan will be
submitted to the SCF Board for review and approval.

6.2.3 The Enterprise Competitiveness Programme, ECP", (intervention C.2.b)

163. Rationale: The ECP is designed to address key deficiencies and challenges of many
enterprises and entrepreneurs in Tanzania, including: low levels of technology and capacity
utilisation; low productivity and value added per worker; limited management skills; low
profitability; low levels quality and consistency; limited innovation; lack of vertical and horizontal
integration; and limited access to risk capital to support start-ups and innovations. Many of these
issues are addressed in numerous donor and NGO programmes and projects, resulting in
fragmentation and high delivery costs. Merging resources into a common basket to support the
same programme allows for a more efficient and comprehensive approach.

164. ECP Structure and Strategy: ECP has four components: A) Cluster competitiveness and
international business school linkage; B) a SME business development scheme with matching
grants for TA and training; C) a business development gateway with seed capital matching grants
for SMEs and innovators/start-ups; and D) a technical innovation scheme with support to pre-
investment feasibility studies and capacity development of technical and vocational training and
education institutes. Thus, it includes support for vocational education and training system, an
area in which Danida and Tanzania have cooperated for many years until the Danida support was
phased out in BSPS 1II.

7 The joint programme is also referred to as Tanzania Enterprise Development Programme
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165. Based on cluster and supply/value chain analyses, clusters and chains will be selected, and
linkages will be promoted between large and smaller enterprises, thereby increasing local supply
and value addition. In particular MSMEs will be supported with matching grants to develop their
capacity to supply products according to export market requirements.

166. Matching grants will be used for: (i) establishment of a business linkage programme to
improve technology and skills development; (ii) an internship programme for school leavers; and
(i) a business development gateway for the innovation and research and entrepreneurship
training.  Seed capital (up to USD 10,000 per entrepreneur) will be provided to help
entrepreneurs and innovators realise their ideas.

167. BSPS II1 Contribution: Apart from the World Bank, which has committed USD 36.4
million, and Danida/BSPS 111, it is anticipated that the DPs, which will contribute to this new
basket, may include DFID, SIDA and the Netherlands. The total tentative budget is about DKIK
300 million of which Danida/BSPS TII will finance about 10%, i.e. DKK 30 million (~USD 5
million) which will be provided as a non-earmarked grant. As most of the supported
interventions are driven by the demand of enterprises and entrepreneurs, there could be upwards
or downwards changes in the budget, as well as unforeseen variations from year to year.
However, the World Bank has made a commitment to serve as financier of last resort if required.

168. Management: ECP will be implemented by the Tanzania Private Sector Foundation (TPSF)
which is a relatively small unit with limited capacity. However, international contractors will be
employed for the implementation of the different components, which will be subject to World
Bank procurement rules and oversight. Governance will be provided by a Joint Review Forum
with participation of the DPs which will follow and review progress, approve work plans and
budgets, and decide on semi-annual disbursements.

6.2.4 The Financial Sector Deepening Programme, FSDP (sub-component C.3)

169. Rationale and Past Achievements: The state-managed financial sector and the connected
cooperatives collapsed in the late 1980s, resulting in reduced access to financial services, in
particular in rural areas and among the poor. Since then, a private financial sector, with multiple
players, has been emerging and is gradually moving outwards from the main towns and
downwards to the poorer segments of households and enterprises. However, in spite of this
positive trend, coverage remains limited. Pro-poor financial sector deepening, i.e. giving poor
housecholds and MSMEs access to formal sector financial services, has demonstrated a high
impact on poverty reduction, which was the background and rationale for development of the
FSDP. The reason for establishing a basket fund where the DPs could pool their resources for
one common programme was to avoid a costly fragmented approach, where competing players
got different treatment according to their programme of support. In other words, FSDP would
promote a fair level playing field.

170. FSDT effectively started its operations in May 2005 with the appointment of a Technical
Manager. A Strategic Review was undertaken in 20006, only about one year after start of
operations. A number of the early projects were related to assisting microfinance NGOs
transforming themselves into microfinance companies. The Review made a number of
observations, including: (i) moving projects from the pipeline to active partnerships has been
slower than projected; (if) 80% of the allocated funds (USD 5 million) have gone to three large
retail financial institutions and one network of Savings and Credit Cooperative Societies
(SACCOS) which combined have increased the number of borrowing clients by over 15,000 and
loan volumes by 27% but with “a disappointing decrease in average portfolio quality”; and (iii)
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“FSDT’s ability to respond quickly and flexibly to project opportunities is hampered by its
current “one-size fits all” project investment cycle”. The Review offered a number of
recommendations, including: FSDT should develop a ten-year vision, beginning 2008, supported
by 5-year business plans.

171. ESDP Strategies and Targets: The focus of the support is on capacity development, not
provision of capital/loan funds. It is envisaged that FSDT by grants and contracting of service
providers will assist financial sector institutions with developing their pro-poor financial services
and new financial products. Support will also be provided for improving market integration and
the policy and regulatory framework.

172. The 2003 Strategy Document on the Tanzania Pro-poor Financial Sector Deepening
Programme sets specific targets for the programme. However, in 2007 revisions were made to
the logical framework which now includes targets and outputs such as: (i) the proportion of the
adult population using formal financial sector services is increased from 9% to 18%; (i) the
volume of credit provided by a cross section of microfinance providers to MSMEs and poor
people, and the volume of deposits mobilized by a cross section of microfinance providers from
MSMESs and poor people are increased by four times the baseline; (iii) the proportion of
investment financed by the formal financial sector is increased from 2% to 4% in the case of
micro enterprises, and from 5% to 10% in the case of small enterprises; and (iv) female micro
entrepreneurs constitute 30% of all micro entrepreneurs with investments at TZS 5 million
assisted by microfinance providers. It is anticipated that FSDT during 2007 will prepare a new
strategy and business plan for the next five years.

173. BSPS 111 Contribution: FSDT expects that the annual level of disbursements will approach
about USD 10 million by 2008/09. While the future expenditure side is somewhat uncertain, so is
the income side. The Wortld Bank has allocated USD 12 million from the PSCP; Canadian CIDA
has made a new tentative commitment of about USD 18 million; there is a commitment by GoT
of USD 12 million but there are some doubts as to whether it will materialise; SIDA may decide
to leave the basket in 2008, while the future commitments of DFID and the Netherlands are yet
to be made.

174. In this situation, the size of the Danida contribution cannot be determined through an
exact “funding gap analysis”. It is instead estimated that the FSDT expenditure in the BSPS III-
petiod will be in the atea of +/-DKK 300 million of which the BSPS III contribution should
cover about 10 percent, which would suggest an amount of DKK 30 million (~USD 5 million).

175. Management: The contracted international Technical Manager is responsible and
accountable to a Programme Investment Committee (PIC). An international auditing firm is
contracted to audit the accounts. A rotating lead donor system is in place, and in July 2007 Sida
replaced CIDA as lead DP.

6.3 Component Coordination

176. Each of the sub-components and implementing partners has its own oversight and
coordination structure and therefore no component steering committee or similar will be
established. Rather the Programme Coordination Unit of the RDE will promote and facilitate
concrete cooperation where relevant and needed. Within BSPS 111, the clearest common interests
are probably between PASS, ECP and SCF. It is an element of ECP to promote market access
which is the exclusive focus of SCF. Also, PASS and SCF have common areas, i.e. the food sub-
sector, and potential for synergies and cooperation. Already they have cooperation, but it is
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expected that this cooperation may take a more concrete form during BSPS III. Opportunities
include that the new zonal branches of PASS may host the out-posted business managers of SCF

and that PASS facilitates SCF clients with accessing credit while SCF facilitates PASS clients with
accessing markets.
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7 EXIT SUPPORT AND PROGRAMME COORDINATION
7.1 Exit Support for CRDB Bank Ltd

177. Danida and the CRDB Bank Ltd has for many years had a successful cooperation. The
Danida Investment Fund (DIF) is a major shareholder in CRDB and Danida has provided
support for management functions, and SME and microfinance. CRDB Bank is today one of the
most important financial institutions in Tanzania. It has a healthy financial position and makes
impressive profits.

178. In 2000, CRDB Bank started its microfinance activities, with the support of Danida.
Initially, the microfinance activities were considered an experimental pilot initiative, but since
then microfinance has become a core activity of the bank. By 30" June 2006, CRDB Bank had
disbursed microfinance loans worth TZS 104 billion (~DKK 500 million). Losses have been
negligible, largely thanks to a very comprehensive, long-term and thorough approach that CRDB
Bank has applied in developing the capacity of grassroots financial institutions, such as the Saving
and Credit Cooperative Societies, and in supervising their performance.

179. 'This investment in capacity development and supervision involves considerable costs. The
services provided by CRDB Bank may be considered as an investment in market development
but also partly as a public developmental function. Indeed many of the grassroots financial
institutions that the bank supports have no loans with the bank. It is partly for this reason that
support for the bank’s microfinance was continued in BSPS II. However, since then the FSDT
has become fully operational, and recently FSDT and CRDB Bank have started discussions of
substance about how FSDT may contribute to financing part of the capacity development costs
involved in the bank’s planned expansion of its microfinance operation. It is expected that these
discussions will lead to a positive conclusion why there no longer will be any justification for
providing direct Danida support to CRDB Bank’s microfinance operation.

180. The governments of Tanzania and Denmark have agreed that DIF within the next years
will sell its shares to institutional and private investors. In this transition it is important to
maintain stability in the management team, and for this reason, BSPS III will provide continued
financing of the Danida adviser position as Deputy Managing Director until the exit has been
completed and the related organisational and managerial changes have been established. It is
expected that the Danida financed Deputy Managing Director will be required for three years A
budget frame of DKK 7 million has been allocated for this purpose including possible specific
activities in relation to the gradual sale of the DIF shares as well as for financing the participation
of the Danida-appointed member of the CRDB’s Board..

7.2 Programme Coordination

181. The implementation of BSPS III will be facilitated and coordinated by a Programme
Coordination Unit at the RDE. It comprises an international Programme Coordinator and a
Tanzanian Programme Officer. The already heavy workload of this unit is expected to increase in
BSPS 111, first because it is a very large multi-sector and multi-institutional programme, and
secondly because the RDE will undertake periodic lead-donor responsibilities in relation to the
baskets. For example, the RDE is lead-donor on the BEST programme in 2007/08.

182. A budget of DKK 14.4 million is allocated for the Programme Coordination Unit. Of this

amount, DKK 6.4 million is for reviews and monitoring, DKK 1 million for audits, and DKK 7
million for the operation of the unit itself.
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8 PROGRAMME BUDGET

183. The total budget for BSPS 111 is DKK 500 million (~TZS 125 billion or USD 83 million)"®.

Only DKK 35.7 million, i.e. 7% of the budget, is unallocated. It is expected that the unallocated

budget will be allocated within the first two years of implementation. Otherwise, it may be

difficult to spend it. According to current Danida procedures, the unallocated budget can only be

used for new activities. One potential option is to allocate part of it for the DTIS basket if such is

established. Another possibility is that new interventions are included in the BEST Programme.
BSPS Il Budget by Components, Sub-Components and Year

% of
In Thousand Danish Kroner (DKK' 000) 2008/09] 2009/10] 2010/11] 2011/12] 2012/13] TOTAL| Total
Component A:
Improved Business Environment
A.l |BEST BRU 10,000| 10,000| 10,000| 10,000 5,000| 45,000 9.0
A.2 |BESTAC 5,016 5,079 5,145 5,214 5289 | 25,743 5.1
A.3 |Private Labour Market Organisations: 11,899 16,553 11,318 6,853 5,684 52,307 10.5
A3.a ATE 4,866 4,919 3,394 2,056 2,034| 17,269 3.5
A.3.bTUCTA 7,033| 11,634 7,924 4,797 3,650| 35,038 7.0
SUB-TOTAL COMPONENT A 26915| 31632 26463 22067| 15973| 123,050 24.6
Component B:
Better Access to Markets -
B.1 |International Trade Negotiations - MITM 6,127 6,654 4,924 4,125 4,125 25,955 52
B.2 [Trade and Business Education - FCM 15177| 15286| 8,612 5,458 5221 49,754] 100
SUB-TOTAL COMPONENT B 21,304| 21,940 13,536 9,583 9,346| 75,709 15.2
Component C:
MSME Development -
C.1 | PASS 38,000 26,000] 26,000] 25000] 25000| 140,000 28.0
C.2 |Enterprise Development 16,163 | 15012| 14,334| 14419| 14269| 74197 14.8
C.2.a SCF 10,163 9,012 8,334 8,419 8,269 | 44,197 8.8
C.2.b Enterprise Competitiveness Prog 6,000 6,000 6,000 6,000 6,000 30,000 6.0
C.3 [FSDT Basket 4,000 7,000 7,000 7,000 5,000| 30,000 6.0
SUB-TOTAL COMPONENT C 58,163 48,012| 47,334| 46,419| 44,269| 244,197 48.8
D. Programme Coordination -
D.1 |Programme Coordination 1,400 1,400 1,400 1,400 1,400 7,000 1.4
D.2 |Reviews and Monitoring 1,000 1,000 1,377 1,000 2,000 6,377 1.3
D.3 |Audits 200 200 200 200 200 1,000 0.2
SUB-TOTAL D: COORDINATION 2,600 2,600 2,977 2,600 3,600| 14,377 2.9
E. Exit Support for CRDB Bank 1,400 1,400 1,400 1,400 1,400 7,000 1.4
TOTAL ALLOCATED 110,382 | 105,584 | 91,710| 82,069| 74,588 | 464,333 92.9
F |Unal|ocated 35,667 7.1
BSPS IIl TOTAL 500,000 100.0

184. PASS has by far the biggest share of the budget (28%) and the major part of the allocation
for PASS is for the Credit Guarantee Fund (DKIK 126 million). The total combined allocation
for the four basket funds (BEST-BRU, BEST-AC, ECP, FSDT) is 26%.

8 For programming and budgeting, exchange rates have been used that are marginally different from current
exchange rates — the DKK buys slightly more (10%) TZS and slightly less (10%) USD than at present. At the current
rate the budget is closer to USD 90 million.
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185. It is unusual that a programme has the highest disbursements in the first year. This is
mainly because of a relatively large contribution to the CGF of the PASS Trust in the first year,
which is made in order to address accumulated unmet demand from the past.
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9 MANAGEMENT AND ORGANISATION
9.1 ‘Transition from Phase II to Phase III

186. Closing the Second Phase and Starting the Third: Though the majority of the sub-
components are continued from the second into the third phase, the two phases are financed by
two different appropriations and therefore accounts of Phase II have to be propetrly closed and
cleared while new accounts for Phase III are opened.

187. Preparing the Budget 2008/09: Though the Government Agreement on BSPS III may only
be signed around April 2008, preparatory activities have to be initiated before that time in order
to ensure that implementation can start 1% July 2008. Government partners need to integrate the
planned BSPS III supportt in their budget proposals for 2008/09, which should enter the GoT
budget process already around February 2008. To do so, the partner and the RDE need to
discuss the BSPS III contribution for 2008/09 during December 2007 — January 2008. Similatly,
non government partners need to prepare proposals on work plans and budgets for 2008/09 and
discuss these with RDE during January-March 2008.

188. Contracting Consultants, Advisers and Staff: Implementation of a number of the sub-
components involves contracts with international consultancy companies and in two sub-
components, a Danida Adviser. The tendering process for international consultancies will be
managed by RDE/Danida according to EU procedures which normally require a period of six to
seven months from publication of the tender till the award of contract. Thus, tendering has to be
initiated in 2007. The Danida Advisers have to be extended or a recruitment process initiated by
end 2007.

189. In the case of the PASS Trust, the recruitment of the international Deputy Manager will be
the responsibility of the Trust though BSPS III will reimburse salary and other costs. In order to
ensure that the position is filled in 2008, the PASS Trust has to initiate the recruitment process
late 2007/ early 2008, with assistance from RDE as relevant.

190. Until its institutionalisation, the SCF will in BSPS III be a “national project entity” with
national staff provided by an internationally recruited contractor, preferably a consortium of an
international consultancy firm and a Tanzanian consultancy firm, NGO or similar. The tender for
this contract will need to be launched in 2007.

9.2 Implementation Management

191. The partners (whether government or private organisations) will manage the
implementation according to their systems and procedures. Financial and progress reporting will
take place according to their formats and schedules, however at least semi-annually which will
allow RDE to report according to the Danish fiscal year (= calendar year). Except for the joint
programmes, the RDE may have three to four organised meetings per year with each partner and
one of these meetings will deal with the proposal on work plan and budget for the next year. For
all partners (except SCF which is a Danida project organisation) the annual BSPS III contribution
will be an integral part of the partner organisation’s budget as approved by the partner’s oversight
body which will also follow progress on work plan and budget execution.
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9.3 Financial Management and Procurement

192. With the primary exception of international consultancies and Danida advisers, the
budgeted items can all be procured through local shopping which will done by the implementing
partner following its own procurement regulations and using the financial transfers from RDE.
For government partners, e.,g. MITM and FCM, the GoT systems for procurement and
accounting will be used. For some of the joint programmes, e.g. BEST-BRU and ECP, the World
Bank procurement systems are applied. In the case of private organisations (PASS Trust, ATE,
TUCTA) the “company accounts” and audits of their entire operation and budget will be the
basis for financial reporting on the BSPS III contribution.

9.4 Programme Coordination

193. BSPS III comprises a wide and diverse range of support interventions and partners.
Bringing all partners together in a Programme Steering Committee or similar would have the risk
that many individual partners would feel that much of the documentation and discussion has no
relevance to them. Furthermore, the annual work plan and budget, i.e. the key issue for any
partner, is a matter negotiated between the RDE, the partner and in some cases the Ministry of
Finance. And finally, all partners have their own frameworks for coordination and oversight.

194. Rather than attempting to establish general coordination, the RDE will promote and
facilitate concrete cooperation where such is useful and bring synergistic effects. Cooperation
could be between partners in BSPS III but also between BSPS 111 partners and organisations that
do not receive BSPS III support. Among the BSPS III partners, there are a number of
complementarities and potential synergies between the ECP, SCF, PASS Trust, FSDT and FCM.
The clearest common interests are probably between ECP, SCF. and PASS.

195. BSPS III provides budget to enable FCM enrol MITM staff in the MIT Programme. Under
the BEST-AC budget there is provision for training (by UDEC) of BDS providers for BEST-AC.
Future possibilities include that FCM may train trade union branch leaders in how to assess
company accounts, and ATE and TUCTA in advocacy and negotiation skills. Finally,
FCM/UDEC may provide training/capacity development services for BDS providers, financial
institutions and MSME entrepreneurs with whom SDC, PASS, FSDT and ECP work.

196. BSPS III also provides budget to allow ATE and TUCTA undertake joint activities. For

the sake of accountability, one of the partners will have the lead in the joint activity and the
necessary budget for which it will account.
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10 MONITORING, REVIEWS AND EVALUATIONS
10.1 Monitoring

197. As the general principle, the sub-component partners will be responsible for monitoring
the achievement of the sub-component outputs and their contribution to the sub-component
objective(s). To that effect output and outcome indicators have been identified and are included
in the respective Logical Frameworks. Reporting on the indicators against agreed targets will take
place, as a minimum, on an annual basis. Generally, data availability and reliability are constraints
on monitoring, but efforts have been made to select indicators where the data is readily available
and accessible, and where this is not the case, mechanisms for generating the data have been
identified. The sub-components will also monitor and report on implementation progress against
agreed work plans together with financial reporting, which will take place on a quarterly basis.

198. The basket funds, supported by four sub-components, have monitoring and reporting
systems and approved format and procedures, which will be followed. In the case of ECP, which
is being launched in 2007/08, the Programme Document includes an outline of an appropriate
system. Some of the monitoring systems are currently being strengthened to capture areas which
were not adequately captured before. It is appropriate that the systems are reviewed and
improved as implementation progresses and potential weaknesses are identified or new areas of
support are included. In particular, programme baselines need to be made or updated in order to
have a suitable basis for assessing end-of-programme impact.

199. The sub-components providing direct (bilateral) support to identified partners will follow
the partners’ existing monitoring and reporting systems. Where necessary support will be
provided to strengthen these systems rather than establish specific procedures for BSPS. ATE
and TUCTA are aware about the need for supplementing and improving their monitoring
systems. TUCTA is initiating development of a larger monitoring system to capture essential data
from the affiliates. Both organisations will undertake surveys and assessments of quality, impact,
and the satisfaction among clients with the services they receive. Agreements have also been
made with ATE on strengthening the existing reporting formats so as to include progress
reporting against work plans and substantive monitoring against the agreed indicators. It is
expected that MITM may require some support in developing an appropriate monitoring system.
The improvement in processes, which is to be achieved through the support, is complicated to
measure and the GoT system may not adequately capture this. The remaining sub-components
have sufficient experience and capacity to undertake the necessary baseline surveys and studies,
maintain consistent and comprehensive monitoring, and prepare appropriate reports. As an
integral part of the monitoring and reporting systems, all partners will be asked to report on
crosscutting issues, e.g. provide gender disaggregated information on services and beneficiaries.

200. The Programme Coordination Unit of RDE will be responsible for monitoring trends in
indicators for the development objective and the three immediate objectives. A special challenge
in answering the question - ”how is Tanzania’s business sector doing?” - is that the business sector is a
crosscutting concept that does not appear in national or international statistics. Therefore, proxy
indicators, for which data are available in national and international statistics, have been identified
in the programme logical framework matrix (Annex 1). The World Bank’s annual “Doing
Business” publications provide relevant indicators for the business environment, and,
supplemented with a few other indicators, this publication will be the primary source of
monitoring the objective-level of Component A: Improved Business Environment. For the other
two components, proxy indicators, for which information is available, will have to be used.
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10.2 Reviews

201. Danida’s Technical Advisory Services will field a review every year or less frequently as the
need may be. These reviews have an advisory function and are supposed to assist partners and
the RDE in the implementation process. In cases of joint programmes (BEST, BEST-AC, ECP,
FSDT) the partners supporting the programmes will schedule joint reviews in which Danida will
participate.

202. In the case of PASS, the formulation process took place at a time where the new
management and Board of Trustees were not yet in place. It will therefore be considered to
organise a special inception review during 2008/09 to discuss proposals for the business plan,
corporate policies, credit guarantee policies etc. with the new management and Board.

10.3 Evaluations
203. In the case of the joint programmes, evaluations will be planned and implemented jointly

(GoT + relevant DPs). However, Danida reserves the right to include also joint programmes in
(bilateral) Danida thematic or country programme evaluations.
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11  ASSUMPTIONS AND RISKS
11.1 Programme Level Assumptions and Risks

204. Macroeconomic Management: High private sector growth requires the continuation of the
current stable and conducive macroeconomic framework. It can be assumed with a high degree
of confidence that GoT will attempt to maintain its prudent management of the economy though
external shocks may not be avoided.

205. Public Utilities: Acceleration of private sector growth through improvements in the
regulatory business environment, and in the access to markets, financial services and BDS are
expected to have an impact in terms of accelerating private sector growth, but the impact will be
limited by inadequate public utility services, which reduce the competitiveness of Tanzanian
enterprises. However, providing good public utilities is not done overnight and not in the BSPS
III period. Even if GoT and all DPs today would decide to assign the highest priority to
investments in power supply, roads, railways, harbours and airports, it will take many years before
the infrastructure is in place. Thus, most Tanzanian enterprises will in BSPS III as today depend
on costly power supply from a generator and on high-cost transport services.

206. Donor Crowding and Absorption Capacity: The challenge of concentrating a larger

support programme on fewer activities and partners is to avoid absorption problems. In some
areas there is already considerable donor support, perhaps more than the available capacity to
effectively utilise it. This not only applies to the public sector but also to the private sector. For
example, in relation to promotion of demand-driven BDS, there are major donor-supported
programmes which are based on public and private BDS providers as their main delivery
mechanism while the actual capacity of BDS providers may be relatively limited. Therefore, the
risk could be that BDS provision becomes supply-driven rather than demand-driven and based
on the beneficiaries’ payment of part of the cost. Alternatively, the services are not delivered or if
delivered they may be of a poor quality. Where possible, the design has attempted to mitigate this
risk. For example, budget is provided for SCF to contract specialised international and regional
expertise in food processing and marketing if such is not available in Tanzania. However,
international experience also shows that the (private) BDS sector responds relatively fast to a
rising demand by expanding its capacity.

11.2  Sub-component Level Assumptions and Risks

207. Sustainability Issues in BEST: The rationale of having a separate BEST basket fund
(outside Treasury) to support MDAs is that a reform process is something that is beyond the
daily activities of MDAs and requires special focus and resources during a limited period of time.
This approach is also in line with the JAST. Once the regulations have been changed and the
institutional capacity has been developed to implement the changes and provide quality services,
reform implementation becomes just an integral part of the normal daily routine, and therefore,
the normal GoT budget system should take over to sustain the capacity and the services. This
transition involves the risk that the normal budget system does not sufficiently replace the basket
funding of implementation in which case there could be problems of sustainability.

208. Capacity of TUCTA: TUCTA’s limited capacity, in particular its capacity to manage a large
training programme, does constitute a risk but it is mitigated by allowing flexibility to use part of
the training budget for contracting a national training/HRD expert to assist with the planning
and implementation of the training budget.
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209. The Strategic Think Tank in MITM: During the formulation process, the Strategic Think
Tank (STT) was still on the drawing board, and its strength and capacity has yet to be seen. The
STT plays a crucial role in managing and absorbing the BSPS III support for MITM, and to
mitigate the risks involved, provision is made for long-term technical assistance.
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ANNEXES

Annex 1 Logical Framework Matrix for BSPS 111
Annex 2 BSPS 1I Structure and Budget

Annex 3 Budgeting and Costing Guidelines
Annex 4 Selected “Doing Business” Indicators
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ANNEX 1

Logical Framework Matrix for BSPS III

57 -



BSPS IlI 7 Logical Framework Matrix i Objective Level

Annex 1

o Objectively Verifiable Means of .
Objectives ; P Assumptions
Indicators Verification
Programme Development Objective:
a) GDP Growth p.a. > 7%, No major downturn in the
b) manufacturing sector a) & b) World world economy. GoT main-

Accelerated and more equitable, broad-based and export-or i ent ed
sector

growt h

growth > 15% p.a. ¢) Gini
Coeficient < 0.35, d)
Exports/GDP > 25%, e)
Services Exports> USD
1,300 m

Development
Report, c)&d)
National Statistics,
BOT

tains prudent macroeconomic
policies and a free market
economy and prioritises the
needs of agriculture,
manufacturing and MSMEs

Programme Immediate Objectives = Component Objectives

Component A: Improved Business Environment (DKK 123 million)
An enabling regulatory and institutional framework for the business sector, delivering services inducing
businesses to formalise and grow

a) Overall
Doing Business Index <
140, b) FDI p.a. > USD 500
million, c) Increase p.a. in
No. Registered Companies
> 10%

po

a) WB Doing
Business Report,

b) National
Statistics i BOT, c)
National Statistics i
BRELA

Progress is achieved on
regulatory reforms,
governance and corruption
control.

GoT refrains from micro
management of the economy.

Component B: Better Access to Markets (DKK 75.7 million)

Improved participation of Tanzania in international markets

a) Growth in exports of
services and goods (-
minerals): > 10% p.a., b)
Increasing percentage share
of raw materials and
intermediate goods in total
imports

National Statistics T
BOT

The enhanced public capacity
for international trade
negotiations does result in
more advantageous
international agreements.
Behind the border constraints
are addressed and the private
sector is capable of exploiting
opportunities internally and
externally

Component C: Development of Micro, Small and Medium Enterprises, MSMEs (DKK 244.2 million)
Enhanced contribution of MSMEs and commercial agriculture to equitable growth, exports, employment and
government revenue

Before/after situation of
supported beneficiaries
should demonstrate
increase in employment,
sales and tax payment

Beneficiary surveys
MI TMés MS
base
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BEST PROGRAMME LOGFRAME
(23" August 2007)

SUB-COMPONENT A.1
BEST-BRU

Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

GOAL:

Employment generated and poverty reduced
through enterprise growth and
competitiveness particularly among SMEs,
in Tanzania

Increased employment and incomes in formal
and informal businesses

Labour productivity increases

Increased investment (loan or equity) in
businesses in Tanzania

Il mproved perception
regulatory environment by local and foreign
investors

Improved Ease of Doing Businesankings

O Investor Perceptions Survey

O Tanzania Regulatory Compliance Cost
Survey and follow-up

O BEST Programme surveys of private
sector, lenders, and local and foreign
investors

O National statistics

O Surveys and reports by NGOs and
donors on business development

O TNBC reports
O TIC reports
O Doing Business annual rankings

Government is committed to BEST
Programme objectives, outputs and
timelines, including ensuring that
MDA are accountable for
delivering on agreed milestones and
outcomes

PURPOSE:

O Regulatory compliance burdens on firms
and households reduced by minimising
regulatory and procedural barriers to
investing in, entering, operating and exiting
business

O Higher quality services provided by
Government to the private sector

O % increase in the number of registered
businesses, especially first time registrants

O increased private sector satisfaction with
speed and transparency of service delivery by
MDAs

O % increase in private sector satisfaction with
the legal and regulatory environment

O Doing Businessase of doing business
rankings i mprove to

O Index of Regulatory Qualitsankings
i mprove by

O Africa Comtitivenessankings improve

O DoingBusiness, contract enf
ranking i mproves fr

Base line and follow-up surveys of private
sector, lenders, and local and foreign
investors

BRU annual progress reports

Regulatory compliance cost survey
routinely updated

Doing Businesannual survey reports
World Economic Forunannual reports

Africa Competitivenesgports

Government is committed to BEST
Programme objectives, , including
ensuring that MDAs are accountable
for delivering on agreed milestones
and outcomes
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

COMPONENT 1 - BUSINESS ENTRY,
REGULATION AND EXIT

Objective:

Business entry, operation and exit nationwide
is low cost, fast and efficient

5

5

Number of formally registered businesses
increased

Number of days and steps to register a
business reduced from

improved Doing Business an ki ngs
t o on ease of de

improved Doing Business anki ngs
t o on ease of b

Impact analysis based on BRELA records

Customer perception surveys

Cost of Doing Business data

Commitment to delivery of
component 1 outputs, (including
best practice business registration,
harmonisation of regulatory
licensing functions and alternative
revenue sources being utilised, other
than licensing ) is strong across
government at the highest levels

Outputs:

1.1 Business Registration - a one-stop, fast
and low cost business registration system
linked to other registries, established

O BARA regulations in place
O New business plan and procedures manual

O BRELA records digitised
O BRELA business processes re-engineered

O a centralised database established which

passed

and rolled out to regional centres

allows for easy retrieval and supply of
information

BARA Regulations are gazetted

Business plan and operations manual
available

Proper project design and appraisal,
and transparent procurement
processes in place

1.2 Natural and legal person registries - O RITA records digitised RITA operations manual and progress
blrt_hs, dgath_s and lns_olve;ncy registration and ORITA"s business pro report
registration information is properly computerised NID card system designed and appraised
safeguarded and easily retrievable . o )

O Efficient and transparent system for national | NID card system tender documents

identification established prepared and approved

1.3 Business Regulation - transparent and O Policy document establishing principles Policy document
efficient business licensing established and in (public interest and resource protection) to Bills formally submitted to Parliament
place only where necessary to protect public underpin sectoral business licensing, clear List of legislation amended/renealed
health, safety, national security, the criteria for approvals, and clear strategy for 9 P
environment and scarce resources implementation, presented to Cabinet

O Sectoral licensing laws reviewed against

Policy and rationalised and amended/repealed
accordingly

-60 -




Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

(@]

licences being reviewed and eliminated
against established criteria

1.4 Business Exit - an efficient system for

: ; h 0] Insolvency Bill prepared and submitted Reformed insolvency legislation gazetted

insolvency which deals with both i .

incorporated companies and individuals is o Regulations prepared and gazetted

established and operational

COMPONENT 2 - LAND REGISTRATION O Number of days to register a transfer of a CO | O Impact assessment based on MLHHSD MLHHSD commitment to

REFORM reduced from to records expeditious reform
S O Number of days to register a mortgage O User/customer satisfaction surveys

Objective: reduced from t o

An efficient land market established with
accurate land information, efficient land
registration, and land dispute settlement

400,000 residence licences and 40,000 COs
issued in Dar, Mwanza, Arusha and 45,000
CCROs in the 15 pilot districts

O Doing Business access to property data

Outputs:

2.1 Appropriate legal and institutional
framework established

Land laws are revised
Policy papers prepared and submitted
Regulations drafted

O  Draft revised bills
o) Policy papers published
O  Regulations gazetted

2.2 Efficient land registration and land
information system established

Re-engineered land registration in place

Improved land information management
system established

Revised manual for new registration system
Secure registry and land titles established

District registries in 15 project districts
established

Modern efficient institutional framework is
established and operational

Customer satisfaction survey in land and
district registry where project is in place
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

2.3 Effective surveying and mapping
infrastructure in place

O New urban mapping in 15 project districts
Primary geodetic net work for Mainland in
place

O Two continuous GPS stations (CGPS)
established

O New urban mapping in 15 project districts

Digitized maps of 1/50000 scale available

2.4 Effective resolution of land disputes

O Number of presented and unresolved land
disputes reduced

O  backlog of cases is dealt with

Registrar of Land tribunal records (analysis)

2.5 Formalisation of house plots in
unplanned settlements completed

O remaining 400000 Residential licences in
unplanned settlements in Dar es Salaam and
priority urban centres are issued

O COs issued in urban centers

Land registrar records (analysis)

2.6 Village Land Act implemented

0] CVL in 8 villages issued
0] 1 prototype Village Registry established
0] CCROs in project districts issued

Village registrar records (analysis)

COMPONENT 37 COMMERCIAL
DISPUTE RESOLUTION

Objectives:

timely, efficient, fair and cost effective
resolution of commercial disputes

In District/Resident Magistrates Courts, High
Court and Court of Appeal:

O Reduction in time and cost to resolve
commercial cases

O Reduction in cost to enforce commercial
cases

O predictability and fairness of commercial
justice delivery enhanced

O Court statistics produced by Court of
Appeal

O Cost of Doing Business data

O Impact Assessment of progress against
baseline and indicators in M&E
framework.

O Perception surveys show increased
private sector confidence in the Courts

O Reduction in the rate of appeals of civil/

O Judiciary and MoJCA scale up
committment to expeditious
reform, and to measuring
outcome of reforms

O MoJCA acts on the
recommendations and draft laws
set out in the Civil Justice
Review Report to be submitted
to MoJCA by Law Reform
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

commercial decisions from District and
Resident Magistrates Courts to the High
Court and High Court (Commercial
Division)

Commission.

O Effective linkages with LSRP are
in place

3.1 Access to Commercial Court enhanced

Commercial Court divisions operational in
Mwanza and Mbeya (or other selected zones)

Needs Assessment completed
Video conferencing installed
Judges and key registry officials trained

Periodic assessments of performance
against commercial justice baseline data.

Needs Assessment Report

Parties from Mbeya and Mwanza and
surrounding High Court zones, choose
to file commercial cases in Mbeya and
Mwanza Commercial Court rather than
in Dar es Salaam Commercial Court

Commercial Court Judge sitting
regularly at Mwanza.

3.2 Recommendation from LRCT on reforms
to Civil Justice system adopted

O Extensive consultations on LRCT
recommendations in position paper on Civil
Justice Reform completed

O LRCT discussion paper with appended new
draft laws, prepared

O LRCT discussion paper submitted to MoJCA

O Draft reforms submitted to Parliament by
MoJCA

O Tanganyika Law Society adopts new code of
ethics and conduct for advocates.

Position Paper published

Discussion Document Published by the
Law Reform Commission on its website
and submitted to the MoJCA for
implementation.

Draft Bills on civil justice review
formally submitted to Parliament.

Tanganyika Law Society Annual AGM
2008 adopts new code of ethics and
conduct for advocates, and it is
published on the website.

O Civil Justice Review
consultation is carried out and
builds up political will and
consensus on the need to reform
civil justice system in Tanzania

O MoJCA acts in good time on the
recommendations and draft laws
set out in the Civil Justice
Review.

3.3 Civil Justice delivery modernised

O ICT modernization strategy approved by the
ClJ

O Computerization of Dar es Salaam Court
registries

O Recommendations of review of alternative
dispute resolution (including ADR strategy)
in Tanzania adopted by Chief Justice

O Amendments to CPC relating to ADR
submitted to Parliament by MoJCA (if
necessary)

O ICT Strategy is adopted by the Chief

Justice

O Recommendations of ICT strategy are
included in the J
2008/09

O ADR Report

O Judiciary scales up commitment
to BEST sponsored reforms
within Judiciary

O Appropriate coordination with
LSRP plans in relation to a
sector wide integrated
management information system.
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

O Recommendations of ADR Strategy are
included in the
2008/09

O All 52 Judges trained on ADR
O AIl 400 Magistrates trained on ADR

O 500 advocates trained on court annexed
mediation

O Strategy developed and adopted

O Case Backlog disposal Programme for High
Court is completed

O Online law reports and legislation database
designed

O Law Reports 1999-2006 edited and
published

O A sustainable strategy for continuous updated
reporting prepared

Jud

O Training reports and M&E progress
reports

o Court of Appeal statistics

0o Law reports are online
o) Publication of Law Reports 1999-
2006

O  Strategy document

O Tanganyika Law Society
supports the training of
Advocates in court annexed
mediations

3.4 Continuing Legal Education supported

O Training modules in commercial justice
(commercial law and skills) developed and
training of trainers undertaken

O CLE Programme is adopted by the Chief
Justice as the Judi
commercial continuing education.

O 52 Judges, 200 Magistrates and 200
Advocates trained

Training reports and progress reports

O Commitment to release Judges,
Magistrates and Advocates from
court for training made by CJ.

O Tanganyika Law Society
promotes training amongst
members

3.5 TLS Supported to become effective
advocacy, representative and regulatory
organisation for lawyers in Tanzania

TA provided to TLS to assist it to become an
effective advocacy, representative and regulatory
organisation for lawyers in Tanzania

TLS progress report

TLS acts in timely manner in
recruitment of TA
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

3.6 Access to the High Court (Land Division)
enhanced

O Strategy developed and adopted
O Case Backlog disposal Programme for Land

Court is completed

O Electronic case management system for land

division installed and users trained

O Librarian trained in the collation of

unreported cases and their effective
distribution to Land Division Judges and
Tribunal magistrates

O Land division retooled
O Training provided to Land and Housing

District Tribunals on administration of justice
in relation to land matters

Court statistics

Court statistics show a reduction in the

number of appeals from Land and Housing

District Tribunals to the the High Court
Land Division

Judiciary scales up commitment to
BEST sponsored reforms within
Judiciary.

3.7 Performance of CDR implementers
enhanced through training and capacity
building programme

O Training Needs Assessment Report
O Training Needs recommendations

implemented

BEST M&E and implementation support
mission findings

COMPONENT 4 - LABOUR REFORMS

Objective:

An efficient, flexible and socially responsible
labour market established

OTanzania“"s |l abour i
measured against comparative countries

O Perception survey of labour market parties
shows they are satisfied

O Faster, higher quality dispute resolution from
labour institutions, and reduced numbers of
appeals

O Impact assessment survey shows workplaces
are safer and healthier

O World Bank Doing Business rankings on
ease of hiring and firing improve

O User surveys showing improved user
satisfaction

O Periodic assessments of performance
against baseline

O National statistics

O National Labour Force Survey (2006
and 2011)

Parliament enacts new labour
legislation and Minister gazettes
regulations

MOLEYD remains committed to
expeditious reforms and to
measuring outcome of reforms

Outputs:

O Labour legislation prepared (OSHA, Workers

O A conducive working
relationship between employer

-65 -




Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

4.1 New labour market policies, Bills &
regulations prepared

Comp, Social Security and National
Employment Creation Bill etc.)

O RIAs show benefits exceed costs for labour
legislation prepared

Draft Bills formally submitted to Parliament

and employee representatives is
in place

O Adequate and satisfactory
remuneration of labour
institution staff

4.2 Labour market institutions strengthened
to implement new labour market reforms

MoLEYD:

O policy documents, strategies and regulations
prepared adequately according to needs

O Tripartite Council established

OSHA:
(0] policy and planning framework
established

O is active in all regions

O standards, procedures and ratifications
prepared

Ol nspections of a mi
industries in Tz carried out

CMA effectively operational throughout the
country

Labour Court established and fully effective
throughout the country

O MoLEYD policy document published

O OSHA policies, standards, and
guidelines established

O At least 80% of all labour market
conflict resolved by CMA

O Number of cases submitted to the
Labour Court

red

O Time spent to resolve labour disputes

reduced by

%

COMPONENT 5 - TANZANIA
INVESTMENT CENTRE

Objective:

TIC supported to attract new investment and
to maximise its impact on the economy

O Increases in the number and value of local
and foreign investments in Tz

O Improved user perceptions of TIC
performance

O achievement of TIC objectives as stated in
TIC Corporate Plan

TIC reports

User surveys

GoT remains committed to TIC
objectives

TIC remains committed to
implementation of Corporate Plan
and monitoring and measuring
results

Outputs:

5.1 effective TIC website and targeted
marketing activities

O website installed and hits increased from
1,000 to 7,500 per month
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

5.2 Delivery of targeted investment O 50 investor visits per annum TIC reports
promotion strategy O investor targeting strategy in place

5.3 Existing investors supported to expand O increase in joint ventures and supplier TIC reports
investment and develop local supplier networks

networks

5.4 Sites and buildings meeting investors | O numbers of complaints re unavailability of TIC reports

needs promoted

invest ment sites de

COMPONENT 61 PROGRAMME
MANAGEMENT & INSTITUTIONAL
SUPPORT

Objective:

BEST Programme is meeting targets on time
and within budget

O M&E monitoring shows programme is
meeting targets

O M&E methodologies target equality of
opportunity for men and women to conduct
business

O Training in RIA is available locally in
Tanzania

O BRU performance monitoring reports

O Implementation Support Mission
findings
O BEST progress reports

O Implementation Support Mission
findings

O M&E tracking system
o

BEST Programme continues with
high calibre, committed leadership

Outputs:

6.1 BRU operating as efficient service
deliverer to MDAs

O Individual staff performance evaluation
reports confirm high standards of skill and
professionalism in all components

O Periodic staff assessments which include
MDA input

mentation Support Mission findings

6.2 Laws are being routinely and
systematically screened to ensure benefits
outweigh costs

O Tailored methodology for RIA in place
O Cabinet Secretariat trained in RIA

O Data base and RIA monitoring tool in place
in Cabinet Sec Office

O RIA quality assessment tools in place and
being used

O New policies and Bills are submitted to

O Cab Sec Report on assessment of
regulatory quality

O Cabinet circular instructing that RIA
methodology to be followed

O Cabinet Memorandum officially
endorsing use of RIA in policy and law
making
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

Cabinet accompanied by RIAs showing
disaggregated impact

6.3 Programme supports equality of
opportunity for men and women to conduct
business

O Baselines and progress monitoring indicators
are gender disaggregated

O outcome and impact indicators are gender
disaggregated

0] RIAs show gender disaggregated impact

o M&E database

6] Baseline and monitoring reports

6.4 Effective information, communication
and education strategy is in place

O Updated IEC Strategy and implementation
plan produced

O high quality publicity materials are produced
and widely disseminated

O increased understanding in stakeholder
groups of the links between good regulation
and wealth creation and increased support for
BEST outcomes.

Strategy document
quality and quantity of publicity materials

Awareness baseline and progress
monitoring reports

COMPONENT 71 BEST ZANZIBAR

Objective:

Regulatory environment for businesses in
Zanzibar is improved

O % increase in the number of registered
businesses, especially first time registrants

O increased private sector satisfaction with
speed and transparency of service delivery by
Zanzibar MDAs

O % increase in private sector satisfaction with
the legal and regulatory environment

Cost of Doing Business data:

O ease of entry, closing a business,
dealing with licences, paying taxes,
importing and exporting, accessing
property

Investor perception survey
Impact analysis against baseline

RGo0Z commitment to expeditious
reform

Outputs:

7.1 A fast and low cost business entry, exit
and securities registration system established

O concepts for business entry, exist and
securities reform prepared and submitted for
approval

O companies, business names, chattels
securities and insolvency laws prepared and
submitted for approval

O cost benefit analysis prepared
O principles for regulations prepared
O business registry computerized, processes

Report containing recommendations for
reform
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Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions

reengineered and registry linked to other key
national registries

7.2 Business licensing and regulation
harmonised and streamlined

Business licensing harmonised and
rationalised

Business taxation is rationalised
Tax administration is improved

Trade facilitation services at the PoZ
streamlined and efficient

Policy documents
Bills formally submitted to Parliament
List of legislation amended/repealed

User satisfaction surveys

7.3 ZIPA corporate plan in place, being
implemented and targets are being
monitored

Corporate plan produced and approved by
Board

Investment Act 2004 reviewed (building on
recommendations of UNIDO report on the
Act)

M&E system in place

Approved Corporate Plan
Amendments to Investment Act gazetted

M&E monitoring reports

7.4 An efficient land registration and land
information system established

OO | O

Land laws are updated
RIA shows benefits exceed costs

Re-engineered land registration and
information process established and
operational

Amended/repealed legislation
RIA assessment report

Implementation support mission report
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Sub-component A.2: BEST-AC

Sub-component A.2: BEST Advocacy Component (BEST AC, 2008 i 2013)
BSPS Il DKK 25.7 million (total basket USD 12.5 million ~ DKK 75 million)

Objectives and Outputs Objectively Verifiable Indicators Means of Verification Assumptions

GoT committed to improving the
investment climate, welcoming PSO
advocacy

Advocacy by PSOs leads to better

BRU statistics, TPSF
statistics, Baseline surveys,
Project Reviews, Research
reports by UDEC

Sub-component Objective: Enhanced quality and credibility of | a) Increased coordination by PSOs of advocacy positions:
PSOs to engage effectively in private public dialogue and to amongst and within themselves, b) Improvement in capacity
advocate improvements in the business context of partner PSOs to dialogue with / influence Government, c)

Partner PSOs engaged in active dialogue with Government
bodies, d) Partner PSOs actively pursuing advocacy
projects, e) Achievements or progress of advocacy projects
of partner PSOs in terms of changes in public policy,
regulatory simplification or regulatory enforcement

reforms

A.2.1: Private sector organisations will have demonstrated
(managerial, technical and financial) capacity to advocate
effectively on behalf of their members

a) Provide 25 awards averaging $ 50,000 in the first year
growing to 30 awards per annum by the third year, b) all
Partner PSOs have capacity to identify, understand and
prioritise key issues for advocacy, ¢) 90% of partner PSOs
achieve a sound and common understanding of advocacy
and advocacy approach, d) improvements in quality of
research and policy proposal by partner PSOs, e)
Improvement in credibility of PSOs, f) All Partner PSOs
engaged in more dialogue (both formal and informal) with
Government bodies, g) 67% Partner PSOs achieve policy
changes, regulatory simplifications or regulatory
enforcements as a result of advocacy activity, h) 67%
Partner PSOs achieve positive media coverage of the
issues they are advocating, where appropriate

Completion reports from
Partner PSOs, quarterly
progress reports, external
reviews and evaluations,
esearch reports by UDEC,
media coverage , advocacy
competence diagnostic tool,
internal quality reviews

PSOs maintain or improve provision
of other services<to members, PSOs

identify advocacy projects

BEST AC continued next page
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A.2: BEST-AC continued

Objectives and Outputs

Objectively Verifiable Indicators

Means of Verification

Assumptions

A.2.2: Capacity building partners will have increased the own
capacity to support, train and advise PSOs on private sector
advocacy

A.2.3: Stakeholders, especially PSOs will have engaged in more,
and more effective, networking and collaborating

A.2.4: BEST-AC will have been effectively managed and governed

a) Increased capacity of capacity building partners to
support, train and advise PSOs, b) Recognised by key
stakeholders of UDEC as a centre of excellence in private
sector advocacy, c¢) 10 consultant able to deliver effective
support to Partner PSOs

a) Participation in networking events by key policy
influencing bodies / change agents, b) PSOs proactively
involved by BEST-AC

a) Effective management procedures are maintained, b)
Effective financial procedures are maintained, c) Regular
reporting meets project board and donor requirements, d)
Project board is active and providing effective governance,
e) Good awareness and understanding of project amongst
key stakeholders, f) Appropriate collaboration with BRU,
other Government bodies, TPSF etc are maintained, g)
Website is regularly updated and used as information
source by partner PSOs, h) Management costs, as
proportion of overall budget, are kept within agreed
percentage, i) Projects are effectively monitored and
independently evaluated
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Baseline survey, External
reviews and evaluation,
availability of training
materials, research published

Quarterly progress reports,
external reviews and
evaluations

Internal quality reviews,
internal audit reports,
external audit reports,
quarterly progress and
financial reports, external
reviews and evaluations

Capacity building partners have
developed thorough understanding
of advocacy by end of phase |

Capacity of TPSF is raised
sufficiently that they can ultimately
take on this role




Logical Framework Matrix for A.3: Private Labour Market - ATE

Sub-component A.3: Enhanced Capacity of Private Labour Market Institutions

(DKK 52.3 million)

Objectives and Outputs

Objectively Verifiable Indicators

Means of Verification

Assumptions

Sub-component Objective:
Improved functioning of a private labour market based on bi-
and tri-partism

Number of collective bargaining agreements signed
increased with 30% per year;

Percentage of employers organised™

No of TUCTA members®

TUCTA files

ATE will obtain data from the
Registrar, CTl and TCCIA
TUCTA files

Intervention A.3.a: Capacity Development of the Association of Tanzania Employers (DKK 17.3 million)

Enhanced capacity of ATE to represent and service employers
with the view to improve their competitiveness and human
resource management

a) Paid-up members increased from 70% to 80%;
b) +15% annual increase in membership; c) 65% of
members satisfied with services d) % of women
trained in each workshop must be at least 30%

ATE accounts, membership
files, training reports and
satisfaction survey

A.3.a.1: Improved Advisory and Training Services to ATE members
(DKK 3.6 m)

a) yearly revenues from sales of services increased
from Tshs 140 mill with 10%; b) 80 % participants
highly satisfied with training

Accounts + End of training
evaluation forms (Progress
reports)

ATE raises its income for membership fees and
services

A.3.a.2: Expanded geographical coverage and improved ATE
infrastructure established and operating (DKK 4.9 m)

a) regional liaison officers increased from 0 to 16;
b) zonal offices operating in Arusha, Tanga,
Mwanza and Mbeya (increased from 1 to 4)

Progress reports

ATE has resources to employ staff for new zonal
offices

A.3.a.3: Enhanced Capacity to represent and advocate members'
interests (DKK 5.1 m)

a) 2 sector analyses implemented per year; b) ATE
success rate on matters effecting employers

Progress reports; the
qualitative data will be
through self-assessment in
narrative form

ATE employs expertise in labour market
economics/analyses

A.3.a.4: Improved awareness among employers of labour related
issues (DKK 1.8 m)

a) 50% of members with good policies & practices
for HIV/AIDS, gender, CSR; b) 12 seminar or
workshops per year; c) quarterly news letters to all
members

Survey made for the
Employer of the Year Award

A.3.a.5: Improved international cooperation and cooperation with
TUCTA (DKK 1.8 m)

a) 2 joint training session with TUCTA per year, b)
12 joint sessions at the workplaces per year (also
including HIV/AIDS); c) 6 sessions at the regional
level per year (also including HIV/AIDS)

Progress reports

19 As there is no number fort ot a |
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Logical Framework Matrix for A.3: Private Labour Market - TUCTA

Sub-component A.3: Enhanced Capacity of Private Labour Market Institutions

(DKK 52.3 million)

Objectives and Outputs

Objectively Verifiable Indicators

Means of Verification

Assumptions

Sub-component Objective:
Improved functioning of a private labour market based on bi-
and tri-partism

Number of collective bargaining agreements signed
increased with 30% per year;

Percentage of employers organised®

No of TUCTA members®

TUCTA files

ATE will obtain data from the
Registrar, CTl and TCCIA
TUCTA files

Intervention A.3.b: Capacity Development of the Trade Union Congress of Tanzania (TUCTA) - DKK 35 million

At the end of BSPS lll the trade union movement of Tanzania
mainland affiliated with TUCTA will be able to provide effective
services to their members in collective bargaining agreements
and dispute settlements and effectively advocate the interest
of the members

a) Collective bargaining agreements signed
covering HIV/AIDS increased with 20% and
covering gender increased with 20%; b) 75% of
union affiliates satisfi
TUCTA yearly membership income increased from
Tshs 100 million in 2007 with 15% per year

TUCTA records, TUCTA
survey, TUCTA financial
records

A.3.b.1: TUCTA Secretariat Strengthened (DKK 14.4 million)

75% Union Affiliates satisfied with TUCTA's
services; b) no of secretariat professional staff
(women and men) increased from 6 to 12

Progress report + survey

Enhanced professional staff capacity (training

officer)

A.3.b.2: Affiliated Unions Strengthened (DKK 4.8 million)

75% members of unions satisfied with services
provided by unions; b) membership of unions
increased with 10%

Yearly sample survey based
on 10% of unions members;
Progress report, unions'
member registry

Enhanced professional staff capacity (training

officer)

A.3.b.3: Enhanced Capacity at Regional and Branch Level (DKK
15.8 million)

a) No of regional and branch representatives
trained (women and men) (target to be
established); b) 12 meetings of the regional
committee per year per region; c) annual
consultations with regional union secretaries

Progress report + survey +
unions' member registry

Enhanced professional staff capacity (training

officer)
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Logical Framework Matrix for B.1: International Trade Negotiations

Sub-component B1: Enhanced Capacity in International Trade Negotiations - Ministry of Industry, Trade and Marketing

(DKK 26 million)

Objectives and Outputs

Objectively Verifiable Indicators

Means of Verification

Assumptions

Sub-component Objective:
Improved position of Tanzania in negotiation and
implementation of international trade agreements

Output B1.1: Improved stakeholder consultation for formulation of
Tanzani abs pos.i ttiademegotiaions (DKKe3r7n a t
million)

Eight (8) Technical Working Groups (TWGSs)
sustain averaging three (3) meetings per year

Progress reports

Stakeholders have interest and capacity for
contributing to the work

Output B.1.2: Better informed decisionson Tanzani afs
international trade negotiations (DKK 13.3 million).

a) At least 15 analytical issues studies
prepared and made available for official
use.

b) A well performing Strategic Think Tank
(STT) meets at least 2 times p.m

c) 5 position papers submitted by STT/DIT

Progress reports

MITM has appointed qualified staff and allocated
adequate budget for establishment and operation of
the Strategic Think Tank (STT)

Output B.1.3: Enhanced capacity of MITM to participate in and
negoti at e T aonZnanteinaidnal trapeonegottations
(DKK 2.5 million).

a) At least one specific negotiation training p.a

b) Number of staff included in trade
negotiation delegation increases by 10%
annually

Progress reports

Increased capacity to hire junior staff and to give
them trade negotiation specific training

Output B.1.4: Improved follow-up on international trade agreements
(DKK 2.2 million)

a)A minimum of 3 proposals of laws and policies to
be annually re-drafted to align with the respective
WTO agreement s

b) Two way linkages established with private
sector and increase by 20% annually c) # of
sensitization workshops on signed trade
agreements

a) Compliance reviews

b) Progress reports

c) Surveys

d) Information centre reports

a) legal system can cope with new needs and
specify successive drafting needs
b) Information centre and assigned staff have
adequate software and hardware
resources.

Output B.1.5: Enhanced Institutional capacity of MITM (DKK 4.3
million).

a) Inter ministerial communication mainly uses
computers b) Inter ministerial linkages are
adequate to handle complex issues like agricultural
trade

Progress reports

Potential of MIS recognized
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Log Frame Matrix for B.2: Trade and Business Education

Sub-component B.2: Trade and Business Education i Faculty of Commerce and Management (FCM)

(DKK 49.75 million)

Objectives and Outputs

Objectively Verifiable Indicators

Means of Verification

Assumptions

Sub-component Objective: Enhanced Competencies for the
Private and Public Sector in International Trade, Business
Management and Entrepreneurship

a) FCM/UDSM ranking among the top ten business
schools in Africa; b) 20 % increase in number of
graduates from Private and Public sector; c) At
least 5 % of Private and Public Sector
programme/course graduates employed in
managerial positions

a) Internet ranking; b)
registration records and c)
annual tracer study and
postgraduate study reports

Government policies on public Universities remain
stable and favourable. No disruption of university
activities. FCM ability to attract and keep competent
staff members.

Output B.2.1:Competencies of graduates enhanced by developing
new programmes within the disciplines international trade,
negotiations, entrepreneurship, corporate governance, investment
analysis and portfolio selection, and enterprise management
(DKK 26.95 million)

a) 40 % of Private Sector and b) 60 % of Public
Sector programme/course graduates employed in
managerial positions by 2013 (with at least 30:70
female: male ration)

Annual tracer study;
postgraduate study reports

Government policies on public Universities remain
stable and favourable. No disruption of university
activities. FCM ability to attract and keep competent
staff members.

Output B.2.2: The FCM capacity enhanced in provision of
knowledge and skills within its main disciplines
(DKK 20.65 million)

a) 50% % increase in the number of graduates from
the current level due to new teaching facility; c)
teaching assessment showing improved capacity of
FCM staff to teach and conduct more research; and
d) improved motivation of FCM staff

b) registration records; c+d)
teachersd asse

Government policies on public Universities remain
stable and favourable. Government will continue to
pay salaries of present and new FCM staff. FCM
ability to attract and keep competent staff members.

Output B.2.3: The UDEC capacity enhanced in provision of
knowledge and skills in Entrepreneurship
(DKK 450,000 for PY1 and PY2 only)

a) 20 % of UDEC graduates starting up their own
business , b) by 2013 UDEC has institutionalised
itself with own staff, structure and activities

a) Annual tracer study; b)
annual progress report

Resistance from Faculties to provide resources for
UDEC activities
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Government policies on public Universities remain

Qutput B.2.4: Capacn_y _of other business school institutions a) No of nevy programmes and courses developed | a+b) Annual tracer study; c) stable and favourable. Conducive relationship with
improved (DKK 1.7 million) by own staff; b) number of new programmes and FCM annual report : DNV
" . partner business school institutions
courses conducted by own staff; and c) retention of
FCM staff
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Logical Framework Matrix for C.1: PASS

Sub-component C.1: Private Agricultural Sector Support i PASS
(DKK 140 million)

Objectives and Outputs

Objectively Verifiable Indicators

Means of
Verification

Assumptions

Sub-component Objective: Acceleration of
investments, financing and growth of
commercial agriculture, agribusiness and
agro-processing

a) Increase in lending from financial institutions to commercial agriculture and agribusiness (sample of 4 banks;
e.g. CRDB, FBME, Exim and ACB - % of total portfolio lent for commercial agriculture and agribusiness)

b) Improved business and socio economic status of beneficiaries: Returns on Investments; Growth in
employment; Enhanced productivity i.e. increase in yield levels; Increased number of commercial women
owned agri-businesses; and number of successful graduating farmers and agribusiness entities.

a) Information from
three sample banks

b) Zonal Baseline
Surveys and M&E
Reports

Output C.1.1:
An efficient, effective, and sustainable PASS
Trust

a Income sulfficient to cover operational costs of the new branch after 1 year of operation;

b) Income sulfficient to cover all operational and investment costs in 2012;

c) Corporate policies reflecting high CSR standards operationalised:

- Gender awareness training undertaken & operational strategy mainstreamed

- Number of IV/AIDS awareness training undertaken

- Capacity building to link gender and HIV/AIDS in business plans prepared by PASS undertaken
- Corporate governance audit rating increased from satisfactory to excellent;

- Corporate Social Responsibility Rating increased to above Good

d) Real value of CGF maintained above 97% of its original real value

PASS financial
statements and annual
reports

Corporate governance
audits done by e.g.
IFM

Output C.1.2:
Enhanced geographical coverage

a) HQ in DSM, and 4 zonal branches established covering the major part of Tanzania ;
b) Growth rate of business plans approved for loans at 30% annually for zonal branches;
c) CClI pursued as part of enhanced geographical coverage:

- Number of training (Capacity building) of staff on linking agricultural finance & gender undertaken
- Guidelines to link gender and address HIV/AIDS in business plans in place
- Guidelines and manuals on how to address environmental aspects in business plans in place

PASS financial
statements and annual
reports

There is sufficient
business volume in
new zones to justify
establishment of
branch offices

Output C.1.3:
Expanded range of products and services

a) At least two new credit guarantee and/or BDS products introduced;
b) % of credit guarantee fund portfolio provided to new products e.g.:
i) input delivery and ii) agro processing; increasing over time
¢) Number of external business development service provides collaborating with PASS: 10 in 2008, 14 in 2010
and 16 in 2013 (Monitor the rate of expansion of business services provided to target groups beyond business
plans and credit guarantee to financial institutions)
d)_Expanded products address gender, HIV/AIDS and Environmental issues adequately:
- Number of disadvantaged groups as beneficiaries of new products: women, youth, the poor
- Number of new products having positive environmental impacts
e) Number of smallholder commercial agriculture: contract farming and farmer groups

PASS reports
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Output C.1.4:

Increased Lending for Commercial Agriculture,
Agribusiness and Agro-processing (CGF
increased by DKK 126 million)

a) By year 2013, PASS is supporting a total investment portfolio of +DKK 300 million (~USD 50 million); b)
Volume of credit guarantee portfolio increased to Tshs 17 Billion in 2008, Tshs 27 billion in 2010 and Tshs 39
billion in 2013

PASS financial
statements and annual
reports

Banks are willing to
increase their lending
for commercial
agriculture,
agribusiness and
agro-processing if
supported by credit
guarantees. The
targeted sectors wish
to increase
investments through
loan-financing.

-78 -




Logical Framework Matrix for C.2.a: SME Market Access

C.2.a: SME Market Access
(DKK 44.2 million)

Objectives and Outputs

Objectively Verifiable Indicators

Means of Verification

Assumptions

Sub-component Objective: Improved international
competitiveness of food processing/marketing SMEs to
access and exploit new markets

volume and value of revenues of SME food
processing/marketing groups (gender
disaggregated data will be provided for the
composition of the groups allowing for a
proportional determination of effect on men and
women respectively)

a) Order book; b) GoT export
statistics; ¢) grantee M&E
reports d) impact study
reports

No food safety crisis will occur in Tanzania

Output C.2.a.1:Food processing and marketing SMEs have
increased sales of value added products to export markets or
domestic customers with international standards

a) share or number of SMEs exporting / selling to
supermarkets ; b) % increase in female and male
employment in targeted food processing and
marketing SMEs c) % (define) of accomplished
steps/actions stipulated in business plan of each
food processing/marketing group (to be quantified)

a) SCF Grant files; b) order
book; c¢) business plan
d)grantee M&E reports

Global prices of target products remain stable

Output C.2.a.2: Food processing and marketing SMEs have
improved utilization of technology

a) % (define) of SME food processing & marketing
groups have acquired and implemented new
technology in their daily processing; b) % of
individual SMEs (men and women) trained in new
technology use (to be quantified)

a+b) SCF Grant files; SCF
progress & monitoring
reports; training reports; site
visits; impact study reports

Infrastructure continues to improve to support new
technology, e.g. broadband

Output c.2.a.3: SME food processing and marketing
representatives strengthened to disseminate information on their
export products

a) No of products where information is available
through the internet; b) No of buyer contacts made
by SME food processing groups utilising trade fairs;
c) No of orders subsequent to participating in trade
fairs; d) No of orders from direct marketing (to be
guantified) (define numbers)

a) Internet search; b) No of
buyers signing up for return
visit or more information
according to
order book and contacting
selected direct marketers

Stability and loyalty of SME food processing
representatives to stay with group or association

Output C.2.a.4:SME food processing and marketing
representatives strengthened to use appropriate BDS providers

a) No of food processing/marketing representatives
(men and women) satisfied with the BDS
intervention; b) of those satisfied (men and
women), percentage implementing new practices in
line with BDS recommendations (to be quantified)

a+b) Evaluations completed
by SME food processing &
marketing group
representatives; impact study
reports

Stability and loyalty of SME food processing
representatives to stay with group or association
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Output C.2.a.5: A specialised national organisation effectively
improving the access to international markets of food processing
and marketing SMEs

a) SCF formal and informal collaboration with other
bodies supporting SMEs in Tanzania and the region
to build a foundation for the continuation of SCF
type services b)By 2012, SCF has demonstrated an
impact that convinces government, development
partners and/or the private sector to institutionalise
SCF and provide financial support for its
continuation

Progress Reports

Viable options will be available to finance the
continuation of the SCF organisation or services.
SMEs will be willing to and capable of paying fees
that partly cover the costs of SCF services
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Results

Goal:

Expanded growth &
reduction of income
poverty

PDO

1.

Increased Enterprist

Ceation & expanded
Growth

Outputs

Create sustainable
conditions & capadiy

enterprise creation and

growth
1. Cluster
Competitiveness

and Business
School Linkage
Program operation

Tanzania Business
Development
Scheme (TE)
operational

Enterprise Competitiveness Program

Performance Indicators

Impacts:

1. Employment:

A Percent of woriage population not currently employ
A Employment in industry % total

A % of population with secondary education and above

2.

currently employed
GDP growth per annum; by sector

Outcomes (firms created, growing):

1.% increase in foreign direct investment

2 # formal MSMEs enterprises increased

3.Increase in sales and assets, commercial returns, gros:
revenues for firms supported under the project

4.Increasedxports:
Export Valués value added for minerals
Non traditional exports % total

5.Higher value retention in Tanzania
6.Increased value of the titled land compared to untitled.

Deliverables (Conditions & Capacity):

11

1.2

1.3

14

21

2.2

2.3

3.2

4.1

4.2

4.3

Clustergdentified by TPSF, private sector led strateg
developed and implemented and sustained; initial
opportunities in tourism, construction industrye latieéh
industry, agribusiness in fish, meat, and supplies to
supermarkets.

TPSF monitors stier development and manages
public/private sector dialogue with x/y # investables.
at national & subtional levels.

XIY # managers completing improved local Busines:
Programs using global standard curriculum and star
Improved capic(see measures) of targetedtoglth,
export ready firms and linkages (see description) be
such firms and smaller enterprises

800 SME firms receivingsiwsting matching grant
(average X$ per applicant) access consulting and tai
servicess needed to modernize management systen
improve production techniques, improve marketing s
invest in skills and technology.

At least 1200 Mienaterprises access standard open s
training courses provided by local supported instiguti
book keeping, equipment assessment, et al).

Free handolding TA support being accessed by rang
X/Y# firms seeking access to TBDS.

1000 business (X% women owned) plans with high
value, new market oriented, innovative ideas, funde
($5,006510,000), matched bkiird contributions.

X # BDG grant recipients (X% women) working with
from region, working in Y# incubators, accessing Y#
interventions.

5 Pilot phase public technical institutions (NACT cer
providing pafdr entqrise development services to X/
MSME clients.

X# Phase #2 public technical & vocational institution
providing demahdsed enterprise development servic
XIY# MSME clients.

X# technical & vocational institutions providing servi
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M&E

POPP data
collection, survey:

MOT surveys.

A SemiAnnual anc
EOQY TPSF
Program
Assessment
Report

AYear 2 and Yea
5 external
evaluations.

AJoint Supervisio
Report

ATPSF Semi
annual Output
Monitoring
Meetings and
Report.

ATPSF Quarterl
progress review
and .Meeting
Summaries.

ADP Joint
Supervision
Report.

Assumptions

1.

AParticipating SMEs aggregate
individual production capacitie
fill big orders, link of complem
skills to increase product varie
and take collective action to e
newmarkets.

AClusters continue on own: ne\
existing apex organ.

Almproved business environme

AReduced costs of doing busin

AlLand Reform Policy revised.

ASCF project services providec
food processors.

2.

Alncreased Output growth in TI
firms: (gemate $15 extra outpu
every $1 grant, over 5 years).

Almproved legal framework
(improved contract enforceme

Alncreased access to credit (M
Banks (e.g. CRDB) extend cre
lines to % of SMEs.

Almproved targeted infrastructt

AFCM of the UDSM pribvide
entrepreneurship, trade negot
and management developmel
professionals.

3.

ABDG recipients start or upgra
their business.

Alncreased SME access to cre

Almproved targeted infrastructt

ATax Reforms implemented (T

AFinancial SextReforms
implemented (FSP)



improved irgstructure (equipment, machinery, tools,

3. Business instrumentation).
Development
Gateway (BDG) TPSF providing hdradding TA, consulting and training
established & expertise to # participating firms in X, Y Z areas.
operational. TPSF monitoring sdetor developments with associal

conducting X/Y# InveRmunelables P/A.

TPSF conducting cluster analysis, providing TA to
participating firm.

TPSF providing TA and consulting support to Busine
Schools in entrepreneurship development.

4. Technical Innovatit
Applied Research
Scheme (TIAS)
operational

5. TPSF established
and operational

Activities Inputs/Budget

1.1 Identify Cluster DfID $15 million
Contractor DANIDA  $15 million

1.2 Conduct Dutch $10 million
competitiveness World Bank $30 onilli
diagnostics Obligations $70+ million

1.3 Identify clusters &
create sitegies

1.4 Implement Cluster
Strategies

1.5 Build TPSF capaci
to use cluster
approach

1.6 Dialogue with prive
sector.

1.7 Analyze Business
School needs.

1.8 TPSF/GBSN
Conduct Curriculur
Development
Workshop

1.9 Identify Curriculum
capacity specialist
Contractor

1.10GBSN Introdes
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Monthly
Implementation
Monitoring
Meetings and
results summaries

AScience & Technology Institut
will identify adaptive and adoy
technologies for use in Tanza
context.

ARecipient institutions will cont
work with private sector firms
keep services relevant.

APublic ingutions and private fi
will develop collaboration sucl
inplant training.

5.
AMSMES will continue to supp:
TPSF with their membership.



Curriculum in local
institution

1.11Train local institutic
staff

1.12Conduct quarterly
workshops with
private sector on
curriculum
effectiveness

1.13Conduct best
practice workshop:
disseminate finding

2.1 Identify TBDS
private contractor

2.2 Process cost shari
mathing grants.

2.3 Monitor grant
process.

2.4 Process training
provider grants.

2.5 Monitor Program
offerings and
participation.

2.6 Provide hand
holding support an
TA in planning.

2.7 Promote Program
outside Dar with
Chambers, and
others.

2.1 Select BDG
contractor

2.2 Set up Matclgn
Grant scheme,
process grants

2.3 Promote Grant
scheme

2.4 ldentify and provid
mentors to
recipients.

2.5 Monitor firm
progress

3.1 Identify BDG
Contractor

3.2 Establish BDG gra
Program

3.3 Process Seed
Capital Grants

3.4 Provide mentors tc
recipients

4.1 Identify TIAS
contractor (s& as
TBDS)

4.2 Identify, fund 5 pilc
institutions with Pre
investment feasibil
studies with 75%
grant funding

4.3 Monitor Pilot result

4.4 |dentify, fund secol
round institutions

4.5 |dentify, provide
100% grants to
tech/voc institution
for long term
upgrades.
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TPSF can develop the capacity
Cluster Analysis, Entrepreneurs
development, contractor supeTy
early in the Program to guide th
other Outputs.



5.1
5.2

5.3

54

55

Camtract with TPSF
TPSF establishes
finance and
procurement unit
TPSF selects
contractors for
TBDS, TIAS, BDG
Clusters
Supervise
contractors
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Sub-component C.3: Financial Sector Deepening Programme
(BSPS 111 Contribution: DKK 30 million)

Narrative Summary

Objectively Verifiable Indicators (OVIs)

Means of Verification

Assumptions

Goal:

A deeper financial system providing
greater access to financial services for
more people and businesses

G.1 Proportion of the adult population that uses
financial services provided by formal financial
service providers.

Baseline, Year 1: 9%; target for Year 5: 18%

G.2 Proportion of the adult population classified as
unserved/excluded. Baseline, Year 1 54%; target
for Year 5: 40%

FinScope Survey (Every two years) 2

FinScope Survey (Every two years)

Purpose:

Improved capacity of Tanzania’s financial
sector to meet the needs of MSMEs and
poor rural and urban people and to
contribute to economic growth.

P.1 Credit extended to the private sector as a
percentage of GDP Baseline: 8.9%, target values
by year: 1:9.7 2:10.6% 3:11.4% 4:12.3%
5:13.1%2%

P.2 Volume of credit provided by a cross section of
microfinance providers to MSME and poor
people has increased by 300% by end Year 5 2

P.3 Volume of deposits mobilised by a cross section
of MFPs from MSMEs and poor peoples has
increased by 300% by Year 5

Routine BoT data (Quarterly)

Annual reviews of institutions
supported, Mid-term Review, End of
Project Review

As above

(Purpose to Goal)
Stability in macro-economic,
political and natural environment

Favourable economic and other
factors support livelihood
improvements from access to
financial services

Government policy remains
supporttive of private sector led
financial deepening

Stable wider financial sector

Outputs:

2 ESDT will of course be monitoring variables such as those for purpose and outputs on a more frequent basis, and these will give advance signals of what the FinScope data

are likely to show.

(Output to Purpose)

2 These figures are taken directly from indicators used in the World Bank Private Sector Competitiveness Project (Appraisal Document, 22 November 2005). It has been

suggested that the targets need to be increased to being them in line with Poverty Reduction Budget Support Programmes that envisage a 30% year on year increase in credit

(which, on the assumption of a 7% per annum increase of GDP, would imply baseline and target figures for credit as a percentage of GDP of: 1:9.7%, 2:11.8%, 3:14.3%,
4:17.4%, 5:21.1%. It was agreed that this issue will be further discussed after the workshop.
% It is proposed that the cross-section of microfinance providers (MFPs) should be BRAC, CRDB, Dunduliza, FERT, and RFSP SACCOs. It was suggested during the

Workshop that NMB might be added to the list, and it was agreed that this should be further discussed. Caution is needed in using self-measurement of outreach by MFPs. It

would therefore be advisable, for this and the next indicator, to check these results against a survey like the CGAP Poverty Assessment Tool and against proxies such as

average loan and deposit size.
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Narrative Summary

Objectively Verifiable Indicators (OVIs)

Means of Verification

Assumptions

Improved policy, institutional, legal
and regulatory framework and data
for delivery of financial services

Increased wholesale financial service
provision to support retail financial
service providers

Enhanced appropriate business
services for SACCOs and other MF
providers

O1.1 Government of Tanzania financial sector
policies, strategies and activities accord to
appropriate international codes and standards

O1.2 A workable, risk-based regulatory and
supervisory framework for SACCOs is in place

O1.3 Financial service providers report improvements
to constraints identified in legal and regulatory
framework

O1.4 FinScope, Supply and SME Surveys are used and
cited by financial intermediaries, policy markers
and opinion formers

02.1 Volume of non-directed finance from
commercial banks available to MFPs increased

by 300%

03.1 MFPs report availability of satisfactory services
for information systems, technology and human
resources development and related training

03.2 Review of supported MFPs and sector indicators
indicate enhanced human and technical
institutional capacity
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GoT policy/strategy publications,
GoT 2GFSRP monitoring reports

Annual reviews of institutions
supported, Mid-term Review, End of
Project Review

As above

As above

Annual PMR, MTR, EPR

Supply Side Survey, annual
institutional reviews, MTR, EPR

As above

Wider institutional factors remain
supporttive of pro-poor financial
sector deepening

Other donors/ GoT adhere to best
practice and co-ordinate efforts in
developing pro-poor financial sector

Institutions selected for support
remain focused on achievement of
sustainability

Adequate demand from financial
providers to sustain market interest
of service providers

Social norms do not prevent women
from demanding financial services as
they are extended and deepened




Narrative Summary

Objectively Verifiable Indicators (OVIs)

Means of Verification

Assumptions

4.  More and better financial services
available to meet the needs of urban
and rural enterprises (MSMEj)

5.  More and better financial services
available to meet the needs of poor
urban and rural households and
individuals

0O4.1 Proportion of investment in MSMEs financed
through the formal financial sector. Baseline:
2% of formal micro and 5% of formal small.
Target (Year 5): 4% of formal micro and 10%
of formal small

04.2 At least two significant new products and/ot
processes developed, piloted and implemented
to serve MSMEs, of which at least one serves
the agriculture/agro-industrial sector

04.3 At least 30% of micro entrepreneurs with
investments valued at T'sh 5 million in assisted
MFPs are women

04.4 At least 5% of micro entrepreneurs with
investments valued at T'sh 5 million in assisted
MFPs are youth (16-25)

O5.1 At least four new products developed, piloted
and implemented — including (i) targeting very
poor clients, (ii) women, (iii) remittances and
(iv) housing

O5.2 Fourfold increase in the number of people
accessing financial services from assisted
financial institutions

05.3 Fourfold increase in the number of women and
youth accessing financial services from assisted
financial institutions

0O5.4 Access to finance in low density, high poverty
districts

World Bank Investment Climate
Survey

Annual PMR, MTR, EPR, Supply
Side Surveys, SME Survey

Annual PMR, MTR, EPR, FSDT
performance reviews

As above

Annual PMR, MTR, EPR, FSDT
performance reviews

As above

As above

FinScope Surveys and REPOA
poverty mapping
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Annex 2

Budget and Structure of BSPS — second phase

Business Sector Programme Support Phase Il

Budget in (DKK '000)

IComponent/Sub-component

Program
Document

After Re-
allocations

1.1 BEST + BEST AC Bask 35,600 35,600
1.2 Private Sector Development Strategy - 660)
1.3 Commercial Court 2,500 2,500)
1.4 Confederation of Tanzanian Industries, CTI 3,800 3,800}
[Sub-total Component 1 41,900 42,560}

2.1 International Trade - MITM and FCM 18,600 22,100]
2.2 Tanzania Bureau of Standards, TBS 14,300 16,000
2.3 SME Competitive Facility, SCF - 12,320
2.4 Diagnostic Trade Integration Study, DTIS - 3,000
JAudit 200] 200]
IContingencies 1,800 100
[Sub-total Component 2 34,900 53,720}

3.1 Ministry of Labouréé. ( 18,100 22,075
3.2 Trade Union Congres of Tanzania, TUCTA 9,000 10,900
3.3 Association of Tanzanian Employers, ATE 8,900 6,450)
3.4 Industrial Court of Tanzania, ICT 8,600 5,700)
3.5 Occupational Health and Safety Authority, OSHA 9,700 8,700
3.6 Vocational Education & Training Authority, VETA 2,000 2,097
JAudit 500 500)
IContingencies 3,200 678}
ISub-total Component 3 60,000 57,100}

4.1 CRDB Management 3,400 3,400
4.2 Microfinance 4,400 5,600}
4.3 MFI Guarantee Fund 10,000 10,000
4.4 SME Finance 4,800 4,800
4.5 SME Guarantee Fund 10,200 10,200
4.6 Financial Sector Deepening Trust - 5,000
IContingencies 1,900 700)
[Sub-total Component 4 34,700 39,700

5.1 Review, Monitoring and Research 6,000 6,000
5.2 Programme Coordination 6,500 3,400
5.3 BSPS formulation phase Il - 2,500
[Sub-total Programme Management 12,500 11,900

[GRAND TOTAL

209,000

209,000]

Based on Annex 2 of the Review Aide Memoire, March 2007
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Annex 3/

Costing and Budgeting

Guidelines

Applied Costing and Budgeting Guidelines

A. BUDGET STRUCTURE

1. The overall structure of BSPS III comprises three components (A, B and C), which each
contains three sub-components (SCs). Each of the SCs, which is not a contribution to a joint funding

arrangement (basket), will have up to five outputs. Thus, the programme will have three components,

nine sub-components, and up to 45 outputs. In addition, there are budget lines for programme

coordination and management, unallocated funds, and support for phasing-out cooperation with
CRDB. All of this will be described in the PD and the three CDDs. In order to ensure easy reference
the following structure and numbering system is used.

Component Level

Sub-component (SC) Level

Output

Level

Component A:
Improved Business

A.1: BEST — BRU

Basket — outputs of PD

A.2: BEST - AC

Basket — outputs of PD

Environment A.3: Capacity Development of Private | See note
Labour Market Institutions

Component B: B.1: Enhanced Capacity in Outputs: B.1.1 = B.1.5

Better Access to International Trade Negotiations

Markets B.2: Trade and Business Education Outputs: B.2.1 — B.2.5
B.3: SME Market Access — SCF (see Outputs: B.3.1 - B.3.5
note)

Component C: C.1: PASS Outputs: C.1.1 - C.1.5

MSME Development | C.2: Enterprise Competitiveness Basket — outputs of PD
Programme
C.3: Financial Sector Deepening Basket — outputs of new
Programme strategy document

D. Programme D.1: Programme Coordination Unit N/A

Coordination D.2: Reviews and Monitoring N/A
D.3: Audits N/A

E. Exit Support for N/A

CRDB

F. Unallocated N/A

Note: While all direct funded SCs have only one implementing partner, A.3 has two, namely TUCTA
and ATE, in reality two sub-components in one. The Appraisal also recommended to transfer SC B.3
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to component C and make it a part of SC C.2 which therefore would include two budgets, - one for:
a. SME Market Access; and another budget for b. Enterprise Competitiveness, i.e. the World Bank
initiated basket fund. For SC A.3, the following numbering system is used:

9 Support for ATE: A.3.a and the ATE outputs supported: A.3.a.1 — A.3.a.5
1 Support for TUCTA: A.3.b and TUCTA outputs supported: A.3.b.1 — A.3.b.5

For the baskets, their programme documents (PDs) are used to describe the objectives, targeted
outcomes, planned programme of work and the budget. For the direct (bilateral) support, a detailed
output budget is prepared for each output.

2. Output Budgets: The starting point for the budgeting exercise has been the output budget (see
Attachment 1), - maximum five per sub-component. The output budgets are then summarised into a
sub-component budgets (see Attachment 2), which in turn are summarised into component budgets.
The lowest budget period is 1 July — 30 June, as GoT’s fiscal year. Since at this stage, it is impossible
to budget each month, the BSPS III budget year is converted into the Danish fiscal year, i.c. the
calendar year, by a simple and rough conversion, e.g. the budget for the Danish FY 2010 is (0.5 x
€2009/10”) + (0.5 x “2010/11”).

3. Expenditure Accounts: Each output budget contains three main expenditure categories, viz.

L. INVESTMENT AND DEVELOPMENT COSTS
II.  TECHNICAL ASSISTANCE COSTS
III. OPERATIONAL AND RECURRENT COSTS

INVESTMENT AND DEVELOPMENT COSTS include various equipment items (see Attachment
1) but also item L.4: Investment and Development Funds which may be a Danida grant for a basket

or a Credit Guarantee Fund or a credit line. One of the characteristics of such funds is that the
detailed use of the funds is only decided upon during the course of the implementation and therefore,
this item does not generate contingencies.

4. Government Contribution and Co-financiers: For the “direct SCs”, an attempt is made to
assess the budget of the partner znter alia in order to ensure that there is an appropriate relationship
between the proposed Danida support and the national budget of the partner. It is indicated if and
when Danida’s support has implications for the partner’s budget, e.g. requires additional staff, budget
for exempting Danida-financed imports from duties etc. However, no attempt is made to establish
one joint holistic budget, detailing the budget lines and how each budget item is going to be financed
by the national budget, Danida, other donors, income generated by the partner etc. The budget tables
that are presented are limited to Danida’s contribution. Where relevant, the surrounding text
comments upon the national budget and the contribution from other financing sources.

B. CONTINGENCIES

5. Contingencies are generated when preparing the budget for the individual output. However,
contingencies are assigned at SC level, i.e. the contingencies for individual outputs are eventually
added at SC level where one partner has the implementation responsibility. However, in the case of
SC A.3, where there are two partners, i.e. ATE and TUCTA, and therefore two “partner budgets”,
contingencies are presented at the level of the partner budget.
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6. A 10% contingency allowance is applied. According to Danida rules, contingencies are
generated by all budget items with the exception of item 1.4: Investment and Development Funds,
and Budget Category II: Technical Assistance.

C. EXCHANGE RATES

7. Budgets are presented in DKK but often T”ZS prices have been used as the basis for
establishing unit costs. In the majority of cases, local shopping will be applied as the procurement
method and therefore TZS prices are the basis for the unit prices. However, international technical
assistance is generally procured by Danida and therefore the DKK is the basis for the unit cost
calculation. The USD is relevant only in a few cases, e.g. for imported equipment, such as vehicles.

8. Exchange rates change constantly and it is not feasible to revise budgets continuously. For
example, at the start of formulation one DKK bought less than TZS 200, while at the time of the
final draft it bought about TZS 230. Further depreciation of the TZS against the DKK is expected
before the programme is signed and approved, and therefore an exchange rate of DKK1.00=TZS250
has been used. The USD is highly volatile and during the formulation process, it reached a low
against Huropean currencies, e.g. USD1.00=DKI5.50. Some appreciation of the USD is expected
on a medium term basis and a rate of USD1.00=DKK6.00 has been used when converting the few
USD items into DKK.

D. UNIT COSTS AND PRICES

9. Unit costs for most items are presented in Attachment 3. In some cases, deviations have been
allowed, e.g. if a higher salary is required to attract qualified personnel to a specific job/duty station.
Constant prices are applied as contingencies are expected to cover price inflation. In some cases,
specific cost packages, using a modular approach, have been developed. For example, a standard
module has been developed for a zonal branch of PASS. Unit costs and prices exclude taxes and
duties as provided for in Denmark’s general cooperation agreement with Tanzania. However, when
the cost side of the PASS Trust is estimated, it assumed that the national regulations covering such
trust agencies will apply, and that the tax/duty exemption of the Tanzanian-Danish agreement will
not apply to the PASS Trust, though the Trust benefits from Danida support.
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Attachment 1/
Output Budget

Name of Component (e.g. Component C: MSME Development)
Name of Sub-component (e.g. Sub-component C.1: Private Agricultural Sector Support - PASS)

Number and Name/Description of the output under the sub-component (e.g. Output C.1.2: Enhanced geographical coverage

TOTAL

Unit Price BUDGET]

Expenditure Accounts Unit in DKK'000 2008/09 2009/10 2010/11 2011/12 2012/13 FOR|
OUTPUT]

No Budget No Budget No Budget No Budget No Budget XXX

Units | DKK'000 | Units [ DKK'000 | Units | DKK'000 | Units | DKK'000 | Units | DKK'000 DKK'000|

| INVESTMENT AND DEVELOPMENT
COSTS

1. Equipment and Materials - - - - - -

2. Vehicles 4-wheel drive 180.0 - - - - - -

3. HRD (Training and Education) - - - - - -

4. Investment and Development Funds - - - - - -

5. Civil Works - - - - - -

Sub-total Investment and Development - - - - - -

1 TECHNICAL ASSISTANCE COSTS

1. International Danida Advisers person-month 80.0 - - - - - -
2. International Long-term Consultants | person-month 115.0 - - - - - -
3. International Short-term Consultants | person-month 200.0 - - - - - -
4. National Long-term Advisers person-month 10.0 - - - - - -
5. National Short-term Consultants person-month 40.0 - - - - - -
6. Other National Technical Services person-month 40.0 - - - - - -

Sub-total Technical Assistance Costs - - - - - -

OPERATIONAL AND RECURRENT

Il |COSTS
1. Contracted National Staff - - - - - -
2. Vehicle O&M dr/year 40.0 - - - - - -
3. Office O&M - - - - - -
4. Travel and Allowances LS per year - - - - - -

Sub-total Recurrent Costs - - - - - -

Contingencies - - - - - -

TOTAL BUDGET FOR OUTPUT X.X.X
EXCL. CONTINGENCY - - - - - -

TOTAL BUDGET FOR OUTPUT X.X.X
INCL. CONTINGENCY - - - - - -

Notes: Where required the above table should be supported by more detailed tables, in particular for equipment and staff. For example, if five different categories of national staff are to
be employed, a more detailed table showing the costing of each staff would be useful. For other items, e.g. allowances and travel, it is sufficient to provide an annual lump sum (LS).
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Attachment 2/
Sub-component Budget

Name of Sub-component (e.g.Sub-component B.3: SME Competitiveness Facility)
Budget by Output and Year (in million DKK)

Output Number/Description
Output Budgets excluding Contingencies | 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | TOTAL

B.3.1

B.3.2

B.3.3

B.3.4

B.3.5

Total Contingency for all output budgets -

TOTAL BUDGET FOR SC B.3 - - - - - -

TOTAL BUDGET ACCORDING TO THE 2008 2009 2010 2011 2012 2013 TOTAL
DANISH FISCAL YEAR
(in million DKK) - - - - - - .
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BSPS Il Formulation
Unit Costs and Exchange Rates

Attachment 2/
Sub-component Budget

Item Unit UsD TZS DKK
Exchange Rates:
USD 1.00 = DKK 6.00
DKK 1.00 = TZS 250 1 DKK = 0.16666667 250
| INVESTMENT AND
DEVELOPMENT COSTS
1.1 |Equipment and Materials
a. PC + printer + software 1 complete working station
2,000 12,000
b. Photocopyer
2,000 12,000
1.2 |Vehicles and Transport Equipment
a. 4-wheel drive vehicle 1 4-w drive delivered in Dar
excl taxes 30,000 180,000
b. Sedan car for urban transport 1 sedan delivered in Dar excl
taxes 15,000 90,000
c. Motorbike 1 motorbike bought in Dar
4,500,000 18,000
] TECHNICAL ASSISTANCE COSTS
II.1 |International Long-term (>1 year) Monthly rate all inclusive
Danida Adviser 80,000
1.2 |International Long-term (>1 year) Monthly rate all inclusive
Company Consultant 115,000
1.3 |International Short-term (< 1 year) Monthly rate including fee,
Consultant travel, hotel, per diem, etc 200,000
1.4 |National Long-term (> 1 year) Adviser|Monthly rate all inclusive
2,500,000 10,000
1.5 [National Short-term (< 1 year) Monthly rate all inclusive
Consultant 10,000,000 40,000
I1.6 |Other Short-term (< 1 year) National [Monthly rate all inclusive
Technical Services 10,000,000 40,000
Il |OPERATIONAL AND RECURRENT
COSTS -
Ill.1 |Contracted National Staff
a. Senior Technical and Professional |Monthly rate all inclusive
Staff 3,000,000 12,000
b. Middle Level Technical and Monthly rate all inclusive
Professional Staff 2,000,000 8,000
c¢. Accountant Monthly rate all inclusive
1,700,000 6,800
d. Secretary Monthly rate all inclusive
1,250,000 5,000
e. Driver Monthly rate all inclusive
500,000 2,000
1.2 [Vehicle O&M
a. O&M 4-wheel drive vehicle Annual O&M costs including
insurance, maintenance, fuel
but excl depreciation 40,000
b. O&M sedan vehicle Annual O&M costs including
insurance, maintenance, fuel
but excl depreciation 20,000
c. O&M motorbike Annual O&M costs including
insurance, maintenance, fuel
but excl depreciation 6,000

-94 -




Annex 4/
Selected Doing Business Indicators
1. Dealing with Licenses
The below table provides figures on the number of procedures, time, and costs to build a
warehouse, including obtaining necessary licenses and permits, completing required notifications
and inspections, and obtaining utility connections.

Indicator Tanzania SSA Region OECD
Procedures (number) 26 17.7 14.0
Time (days) 313 230.2 149.5
Cost (% of income per capita) 3,796.6 1,024.5 72.0

It is high on the agenda of the Business Environment Strengthening (BEST) Programme,
supported by BSPS, to reform the licensing system, separating enterprise registration from
licensing and limiting licensing to activities that involve issues such as public health and safety.

2. Employing Workers

The difficulties that employers face in hiring and firing workers are shown below. Each index
assigns values between 0 and 100, with higher values representing more rigid regulations. The
argument is that if it is very costly and complicated to hire and fire employees, then enterprises
would be inclined to employing fewer workers or operating in the informal sector The Rigidity of
Employment Index is an average of the three indices.

Indicator Tanzania SSA Region OECD
Difficulty of Hiring Index 100 44.3 27.0
Rigidity of Hours Index 40 52.0 45.2
Difficulty of Firing Index 60 44.9 27.4
Rigidity of Employment Index 67 47.1 333
Hiring cost (% of salary) 16.0 12.7 21.4
Firing costs (weeks of wages) 32.0 71.2 31.3

The BEST Programme and BSPS are addressing labour law and labour market reforms.

3. Registering Property
The ease with which businesses can secure rights to property is shown below, in terms of the
number of steps, time, and cost involved in registering property.

Indicator Tanzania SSA Region OECD
Procedures (number) 10 7.0 4.7
Time (days) 123 109.9 31.8
Cost (% of property value) 5.5 11.6 4.3

Most property rights in land are not documented or mapped and only about 150,000 land parcels
are officially registered. It is part of the BEST Programme to support improvement in land
registration and land administration services.
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