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Government promises to settle Manufacturers’
outstanding VAT Refunds, additional 15%
import duty on industrial sugar

Commissioner General of TRA, Mr. Charles Kichere speaking at the CTI-TRA Breakfast Meeting.

T

he Government has once again reiterated its commitment to settle the Manufacturers’
outstanding Value Added Tax Refund Claims which has reached more than TZS 15.74 billion
as at the end of June, 2017.

The amount is a claim from just thirteen members of the Confederation of Tanzania Industries
(CTI) who submitted copies of their claims to the Secretariat.
Speaking at the TRA-CTI Breakfast meeting held at Serena Hotel, Dr. Samuel Nyantahe, Chairman
of CTI emphasized on the following points:
i.

Outstanding claims for VAT
Refunds.
Many manufacturers are
currently faced with serious
cash flow problems resulting
from outstanding claims for VAT
refunds. In some cases, the claims
have been outstanding since the
financial year 2015/16. Apart from
delays in refunds causing cash flow
problems, they have increased the
transaction cost for businesses
as they incur high interests from
banks. Most businesses depend on
concessional loans from banks for
liquidity.

ii.

The additional 15% import
duty on industrial sugar

Challenges in
application of new VAT
Act 2014.
This means that both local
and imported mosquito
nets, fertilizers and
pharmaceutical are VAT
exempted. But since the
inputs to local production
are exempted, the cost of
producing these products
locally becomes higher
due to the fact that the
inputs are not zero rated

For over two years now, the
Government has implemented
policies aimed at controlling
importation of sugar for industrial
use through imposition of an
additional payment of 15% import
duty. This is an additional cost as
industrial sugar is imported at
10%, thus making the import duty
for industrial sugar to be 25%. Industrial sugar is used as a production input in a variety

of products such as beverages, confectionaries and other food products. Five big users
of industrial sugar claimed more than TZS 20 billion as refunds of additional payment to
TRA, by 30th June 2017. Again, delays in refunds have the overall effect of increasing cost
of production, thereby negatively affecting the performance of these industries and the
economy at large.
CTI is of the opinion that the other measures that are in place to control importation of
sugar for industrial use are sufficient to curb abusive imports.
CTI proposes to the government that the additional 15% import duty be removed or once
the government’s proposed ESROW Account to effect refunds is in place, settling of the
outstanding refunds should be expedited.
iii.

Weak tax administration on imported products.
While CTI recognises the commendable efforts undertaken by the Government to curb
corruption and tax evasion at the numerous points of entry along the borders, there are
still complaints of laxity in tax administration on imported industrial goods. Tax evasion
in the form of smuggling, under invoicing and under declaration is still prevalent despite
the efforts. The industries worse hit by this problem include textiles, food and beverages,
cigarettes and building materials. Some of these have closed operations and others have
reduced production due to influx of cheap products. CTI urges the government to strengthen
tax administration.

iv.

Challenges in application of new VAT Act 2014.
The new VAT Act of 2014 which came into force on July 2015 removed some industrial
products including mosquito nets, fertilizers and pharmaceuticals from the zero-rating
schedule (thus making them VAT exempted). This means that both local and imported
mosquito nets, fertilizers and pharmaceutical are VAT exempted. But since the inputs to
local production are exempted, the cost of producing these products locally becomes higher
due to the fact that the inputs are not zero rated (i.e. VAT exempted), thus one cannot
claim back the VAT paid on inputs. This renders the cost of local products more expensive
than imported ones. The inputs include electricity, production raw materials and related
operational services.
CTI is of the view that if the imported final industrial goods are VAT exempted, then inputs
used by local industries to produce the respective goods should be zero rated to reduce the
cost of production.

Government urged to inspire
donors, projects to purchase
locally produced goods

T

he Confederation of Tanzania Industries (CTI)
has advised the government to talk to the
donors and other projects which are being
implemented in Tanzania to increase the purchase
of their projects’ requirement to at least 50 percent
of the respective projects’ values.
This was said by the First Vice-Chairman of CTI, Mr.
Jayesh G. Shah when giving vote of thanks at the
CTI-TRA Breakfast Meeting held in Dar es Salaam
recently.
He said that increasing purchase by at least 50 percent
of projects value would support local manufacturers
as well as have significant multiplier effect to the
country’s economy.
On the issue of the Value Added Tax and Sugar
Duty Refunds, Mr. Shah said that the delay has gone
beyond one year and that few companies which may
have abused the system are making the innocent
manufacturers to be unjustifiably penelised.
“The government should use a ‘Rifle’ and not a
‘Short Gun’ approach as most of the abusers are
known and it is an open Secret” he underlined. The
major differences between the two is that while
shotguns come with a smooth bore, rifles come with
spiral bores or rifling, which can easily harm even
unintended person/object.
Delay to pay the right taxes has caused companies
to be heavily penelised by commercial banks as they
are forced to pay interest which is not being passed
over to TRA or Government for delaying refunds. He

The CTI Second Vice Chairman Mr. Jayesh G. Shah
speaking at the CTI-TRA meeting

urged the government to plug the loopholes.
He said that even recently, the incidences whereby
containerized cargoes are feared to have been taken
out of the port without payment of proper taxes which
when combined with the effects of smuggled goods
through the Zanzibar route and boarders makes
business unlevered. He urged the government to
maintain stability and predictability of policies which
are prerequisite of attracting investors.

The CTI Members listening attentively to the Commissioner General of TRA Mr. Charles Kichere (not in picture) when he
was responding to the manufacturers’ questions.

Delay to refund 15% Additional
Import Duty on Industrial Sugar
Affects Production

M

embers of the Confederation of Tanzania Industries (CTI) have once again urged the government
to pay Manufacturers’ Value Added Tax Refund and the 15% upfront Additional Import Duty on
Industrial Sugar to save their industries from collapsing.

The statement was made by Tanzania Industrialists at the just ended CTI-TRA Breakfast meeting held at
the Dar es Salaam Serena Hotel. In 2015/16 financial year, the government decided to impose 15% upfront
additional Import Duty on industrial Sugar for what it termed ‘misuse’ of the industrial sugar by some few
unscrupulous importing industries.
The objective was to deter misuse of the industrial sugar and seal chances of leakages of government

revenue. However, the refunds have not been done promptly an act which has occasioned difficulties in
the respective industries’ cash flow on one hand, and forced to pay huge bank interest.
Despite the TRA Commissioner General Mr. Charles Kichere’s assurance that the government will soon start
refunding the industries’ due VAT and the upfront 15% import Duty on Industrial Sugar, the manufacturers
expressed dissatisfaction with the slow pace of auditing industrial sugar usage and subsequent delay to
refund the claims.
Highlights of the discussion:
1.

2.

Commissioner General of TRA Mr. Charles Kichere’s Comments:
•

The government decided to impose 15% upfront Import Duty because of low performance of
VAT collection. Tanzania’s VAT as a percentage share of Gross Domestic Product (GDP) is the
lowest in EAC-Tanzania 2.7%; Kenya 4%; Rwanda 5%; Uganda 4.3%; South Africa 6.6% and
Burundi 4.1%.

•

TRA suspects that some few industries were under reporting VAT.

•

False claims which affect VAT.

•

Government has established ESCROW Account to facilitate the process of paying 15% upfront
import duty on Industrial sugar as well as VAT refund.

•

Earnestly asked Tanzania industries to name the abusers of the industrial sugar.

Issues raised by CTI members:
•

Raw Materials are being charged taxes. What measures currently being taken to address the
problem.

•

The government should publicise the audit exercise results to name and shame the abusers
instead of penalizing innocent industrial sugar importers.

•

There should be mutual meetings between industrial sugar users and Government to develop
measures that will facilitate industrialisation.

•

TRA’s plans about Salt industry regarding formulation of specific tax to boost the industry.

•

There a lot of tax evasion, smuggling, counterfeiting and substandard most of which are being
suspected to enter Tanzania mainland from Zanzibar. These are killing the industrial sector.

•

As a result of under declaration, the textile industry has been adversely affected as of about
15 textile industries, only 4 are currently operational.

•

Exemption list on raw materials for textile industries, TRA should advise the Ministry of Finance
and Planning on how best to provide the same.

•

The government needs to impose 25% duty on imported trailers with view to promote
industrialization.

•

The Government should consider paying interest on delayed VAT Refunds.

•

Sisal spinning is under threat due to synthetics, VAT is levied according to application-sisal pine
(twine/sacks) 18%; Finished pine/twine 10%. Proposal is to remove VAT on sisal products as
well as exemption on synthetic products.

•

Machine Spare parts in Chapter 84 are classified as finished products of chapter 73 causing
importers to suffer tax charges and lengthy clearance process.

•

VAT charges between Tanzania Mainland and Zanzibar leads to double tax and encourage
imports.

•

VAT Act 2014 restricts entry of goods from Zanzibar as it treats the consignment as imports.

•

Existing Regulatory Authorities in the mainland are also being formed in Zanzibar an act which
would lead to multiple regulations.

•

Local industries are required to pay money to survey the market in case of counterfeit claims,
government should support.

•

Building permit seekers are required to pay high amount of money for services which are not
similar.

•

The role of TRA to advise the government on fiscal policy is in conflict with its role of collecting
tax, their experience and expertise is critical but the Ministry needs to build the required capacity.

•

Emphasis made for the TRA to frequently dialogue with industries.

•

Reduce exemption from donor projects on materials that could otherwise be sourced locally as
this would stimulate industrial growth.

Government responses:
-

The CTI Members need to expose dishonest industrialists and culprits of industrial sugar so that
appropriate measures are taken.

-

TRA is on track to finalise the industrial sugar audits

-

There is a dedicated team dealing with industrial sugar and all the money is being deposited into the
Commissioner General (CG)’s account

-

Deposition of the fund into the CG account is a temporary measure as the same will be removed once
the government has assured itself that there is no more abuse of industrial sugar.

-

Issues of Panasonic have escalated and are in the hands of Head of the State. TRA has put in place
a comprehensive study on how to support Panasonic.

-

Measures are underway to curb counterfeit and substandard good through Fair Competition Commission
(FCC).

-

Smuggling through Tanzania mainland boarders have declined.

-

Recent study by TRA has revealed that 1000 containers transshipped to Zanzibar from Mombasa did
not arrive there instead were diverted to Tanzania Mainland.

-

Valuation is a challenge in textile and other consumer goods. (Business Vs. Manufacturers) TRA will
have auto valuation for minimum and maximum value to ensure a fair valuation.

-

List of inputs of raw materials was reviewed by TRA and directed to the Ministry of Finance and
Planning for advices.

-

VAT on raw materials has to be proposed in the new VAT amendments.

-

VAT between Tanzania Mainland and Zanzibar will be dealt with by the highest level of the government.

-

The advisory role of TRA to the Ministry of Finance and Planning on fiscal policies and government
directive to TRA to collect maximum tax from the Private Sector does not conflict with any institution
in anyway. The Private Sector should have capacity to propose tax measures that are commendable
to the Task Force for Tax Reform (TFTR) and think tank.

-

TRA should have capacity to propose tax measures that are commendable to the Task Force for Tax
Reform (TFTR) and think tank.

-

The Government said it was working to address problems caused by Regulatory Authorities’ measures
as they impede trade.

-

Advertising charges are based on local governments’ By-Laws. TRA is currently reviewing the charges
and a meeting will soon be held as part of consultations on the matter.

-

All Electronic Finance Devices (EFD) machines is phase I (2009-2013) need to be phased out due to
challenges in their use. Costs allowed in the purchase was accounted for in the VAT. The current cost
for buying new machines is claimed on the VAT account.

-

Phasing out the machines would require the accounts to be kept by companies as the company date
is stored on the machine.

-

On expansion of Tax base: TRA is mandated to register the sector in all regions. There is a committee
that engages associations and groups in districts and regions to sensitise them. TRA also has
information from various sectors-Engineers, businesses etc. To formalize them.

-

Tax charter helps officials to serve tax payers better.

-

Comments on exemption from donor projects would be considered.

-

Application of VAT exemptions on warfage has been resolved, 30 days VAT exemption for goods in
transit.

-

Education to tax payers is important and the department responsible for VAT is improving its service
delivery.

-

The Government has plans to expand the tax base to ensure everybody pays something.

-

Need for local content (raw material, inputs, and staff) on big projects that are funded by donors.

CTI presents to Government
Challenges Facing
Manufacturing Sector
• Recommends Remedial Measures

T

HE Confederation of
Tanzania Industries
(CTI) has presented to
the Government the challenges
facing the Manufacturing
sector and proposes some
remedial measures.
Presenting the challenges
and remedial measures
recommendation at the 2nd
High Level Public Private
Dialogue on the State of Doing
Business in Tanzania, the CTI
Chairman Dr. Samuel Nyantahe
said that there has been slow
growth of the manufacturing
sector in Tanzania over the
last few years.
He attributed the slow growth
of the manufacturing sector
to Cash Flow Problems due to
Outstanding Claims for VAT
Refunds and the additional
15% import duty on industrial
sugar; and the Challenges in
application of the VAT Act
2014.
The Chairman of CTI Dr. Samuel Nyantahe presenting some of the challenges
facing manufacturing sector at the CTI-TRA breakfast meeting in Dar es Salaam
recently.

Other factors include existence
of Multiple Regulatory
Authorities leading to high
cost of doing business; Weak

Customs Administration on imported products; Increase of Counterfeit and Sub-Standard Goods
in Tanzania markets and the impact of introducing Electronic Tax Stamps on locally produced
alcoholic, soda and water products.
The challenges that the manufacturing sector has been facing and CTI’s recommended Measures;
I.

Cash Flow Problems due to Outstanding claims for VAT Refunds and the additional
15% import duty on industrial sugar:
Many manufacturers currently face serious cash flow problems resulting from outstanding
claims of VAT refunds and additional 15% import duty on industrial sugar. Up to 30th June
2017, 13 CTI members had reported outstanding claims of VAT refunds amounting to TZS
15.74 billion; and Just Five big users of industrial sugar had outstanding claims of more
than TZS 20 billion as refunds for the additional 15% duty payment to TRA.
Industries face high transaction costs of businesses as they incur high interest from bank
loans. The delay in refunds has the effect of increasing the cost of production, thereby
negatively affecting the performance of industries and the economy at large.
RECOMMENDATIONS:
-CTI urges the government to clear the outstanding refund claims of VAT and the additional
15% import duty on industrial sugar.
-Secondly CTI feels the continued imposition of the additional 15% is unwarranted, if effective
monitoring of the few importers is instituted.

II.

Challenge in application of new VAT Act 2014:
The VAT Act of 2014 which came into force on July 2015 exempted some essential industrial
goods e.g. mosquito nets, fertilizers, pharmaceuticals, etc. The inputs for local production
e.g. electricity and services are exempted and consequently become a cost of production
as the VAT paid on inputs cannot be claimed back.
Consequently, Locally Produced Goods become more expensive than imported ones and
this reduces their competitiveness.
REMEDY: CTI recommends that the inputs used by local industries to produce the respective
goods should be zero rated rather than exempted.

III. Existence of multiple regulatory authorities leading to high cost of
business:

doing

In spite of the benefits of regulations, the regulatory authorities are excessive in number
and increase the costs of doing business.
As an example, Food Processing is regulated by more than fifteen Authorities: involving
multiple fees, duplication of regulatory functions, delays, bureaucracy and corruption. This
process is cumbersome and imposes costs and time to companies.
There is an urgent need to come up with a simplified process to reduce the regulatory burden
to manufacturers. The government in collaboration with the private sector has managed to
develop a blue print for improving the business environment through the licensing reform
initiative.
CTI urges that recommendations from the Blue Print on Regulatory Authorities be implemented
as a matter of urgency.
VI. Weak Customs Administration on imported products:
CTI recognises the commendable efforts undertaken by the Government to curb corruption
and tax evasion.
However, tax evasion in the form of smuggling, under invoicing and under-declaration is
still rampant despite the efforts to date. The industries worst hit by this problem include
textiles, food and beverages, cigarettes and building materials.
CTI urges the government to strengthen tax administration and take conspicuously stern
measures against culprits to send a strong message to all that the practice is not viable.
V.

Increase of counterfeit and sub-standard goods in Tanzania markets:
Counterfeits and Sub-Standard Goods continue to be a huge problem in Tanzania and keep
growing each day. Apart from distorting competition with local industries such goods tarnish
the brand names of legitimate producers. These products undermine employment creation,
reduce government revenue and pose risks to consumers’ health, safety and wellbeing. The
significant reduction of counterfeit goods in the market will benefit the economy and the
industrialization process in the country.
CTI’s Recommendations:
The government needs to consider the CTI’s recommendations contained in recent
Comprehensive Study on Counterfeits and Sub-Standard Goods for reference and
implementation guidance.

VI. Impact of introducing Electronic Tax Stamps on alcohol, soda, water industries:
Alcohol, soda, cigarettes and water companies have been notified by TRA on the intention
to introduce electronic tax stamps on the products effective this fiscal year (2017/2018).
Currently, Tanzania does not have tax stamps on beer, water and soft drinks. Tax stamps
are currently only applied on spirits and cigarettes. The tax rate will be 10.1 US$ per 1000
units equivalent to 1US$ cent per unit or TZS 23 per unit.
This results into US$100 million annual cost to the industry equivalent to around 50%
of current excise tax collected, yearly. The cost of running the equipment and impact on
production efficiencies is very high and it is an additional cost to the industries that are
already operating on very light profit margins.
TRA will contract a Swiss company, Sicpa to implement the process. The vendor is accused of
corrupt practices in Kenya, Brazil, Morocco and Albania, which questions how it got awarded
the tender to work in Tanzania.
The argument that the introduction of electronic stamps will help combating counterfeits
does not hold water as these products are rarely counterfeited. The additional cost to the
industry is likely to invoke price increases to consumers, which will limit or destroy market
growth for these products, which in turn will decrease government tax revenues.
CTI recommendation:
Strongly recommends that the introduction of Electronic Tax Stamps on these products be
dropped since the measure will have the effect of adding unnecessary production costs and
does not add value in terms of combating counterfeits.
VII. Conclusion and Way Forward:
The government and the private sector should continue to work together towards addressing
and elimination of challenges that affect Tanzania’s manufacturing sector as outlined herein.
The issue of Regulatory Licensing Review should be fast-tracked as it has to date been under
discussion for too long. All Business Entities should institute within their centers an Ethical
Code of Conduct distancing themselves from corruption and practices of similar effect.
There could be instituted a mechanism for the few perpetrators of unethical business
practices to be named and shamed instead of letting these few to tarnish the ethical majority.

Embracing Energy Efficiency pays
NBCL saves USD 43,000 monthly after changing from using Heavy Fuel Boiler to Biomass Powered Boiler

The Director of Nyanza Bottling Company Limited (NBCL) Mr. Jayesh G. Shah.

T

HE whole idea started with Nyanza Bottling Company Ltd (NBCL) Director Mr. Jayesh G. Shah
who is also the First Vice- Chairman of the Confederation of Tanzania Industries (CTI). He
floated the idea of using biomass boiler as opposed to the Heavy Fuel Oil (HFO) boiler, and
it was well embraced by other members of the management team.
Without delay, implementation of the idea started and procurement of Maxitherm 6ton per hour
Biomass boiler to replace the original 4-ton HFO boiler was undertaken. The source of energy for
the new boiler is mainly saw dust although other raw materials could be used for the same purpose,
including coffee husks and rice husks.
However, being readily available NBCL opted to use saw dust. Mr. Shah says, the implementation
of the project has led to the savings of up to USD 43,000 against an initial project implementation
cost of USD 106,673. This project therefore has a payback period of only 3 months!
The project has also impacted positively to the company reduction of carbon dioxide to the tune of

177 tones. NBCL, located on plot B6 in Mwanza is one of the largest Coca-Cola Franchises in East
Africa engaged in bottling & distributing Coca-Cola products in Tanzania.
The Challenge:
Judged on its high capacity and demand for steam, the company opted for HFO boiler to meet its
steam requirement of its day- to-day operation. However, the company faced a number huddles
in its quest for having reliable and affordable steam. For instance, the prices of HFO in Tanzania
have been on the raising trend an act which led to the company to use more than USD 50,000 per
month. This threatened the company’s competitiveness in addition to the fuel not being friendly to
environmental as it frequently led to Green House Gas emissions after combustion.
How Does CTI Help you go efficient?
Confederation of Tanzania Industries (CTI) in partnership with Kenya Association of Manufacturers
(KAM) are working towards implementing a programme by the French Development Agency (AFD),
SUNREF programme.
The programme which was launched in February 2017 in Tanzania works towards financing energy
efficiency projects and renewable energy projects in Tanzania by offering concessional debt finance
through Bank of Africa Tanzania (BOAT). The debt has competitive rates, tenure and moratorium
period as compared to the market characteristics making it worthwhile to invest into energy
efficient and renewable projects that help companies reduce their energy costs while raising their
competitiveness.
The debt currently allows up to 5 million USD per project allows a repayment period of up to 12
years. It is accessed once a project has undergone a technical assessment by the SUNREF Technical
Assistance Team.
For a company or individual with a renewable energy or energy efficient project who wishes to
access the fund can reach out through the following contacts:
SUNREF CTI focal point:
Name: Mr. Thomas Richard
Tel: +255762067467 Email: energy@cti.co.tz
BOAT SUNREF Focal Point:
Name: Deo Chalamila

Tel: +255699000252
Email: deo.chalamila@boatanzania.com
SUNREF Programme Coordinator
Directly to the technical team:
Mr. Elijah Isabu Email: elijah.isabu@kam.co.ke

A WARM WELCOME TO CTI!
CTI has recently, to be specific, in the last months of
September and October, 2017 recruited Four (4) new
members. We wish to welcome them and congratulate
the companies for having chosen to join CTI.

We value their decision and promise to do whatever in
our powers to fulfill our obligations which is mainly to be
the mouthpiece of the Manufacturers in Tanzania when
it comes to issues of dialoguing with the government.

The exhibitions intend to boost business relations and cooperation between nations in the production
of food products. In this year’s exhibitions, there will also be other mini-exhibitions--the 8th Grain Tech
India; 7th Diary Tech India, 4th Meat Tach Asia and the 6th Poultry and Livestock Expo.
For participation, Please contact the organizers:
Media Today, Exhibition Division:
New Members joined CTI:
Email:
indiafoodex@gmail.com
i. Sunkist Bakery Limited,
Tel:
+91-11-41407851
Address: Unga Limited Njiro - Arusha.
+91-11-65656554
Products: Food Beverages & Tobbaco.
Website: www.indiafoodex.com

iii. Twyford (T) Ceramics Co. Limited
Address: Pingo Chalinze – Dar es Salaam
Products: Ceramics Tiles.

ii. Delta Industrial Equipment Limited,
iv. Lola General Trading Limited
Address: Ving’ung’uti Industrial Area - Dar es Salaam.
Address: Chang’ombe Mbozi Road - Dar es Salaam
Products: Textile and Apparel
Products: Construction, Industrial and Power
Generation equipment supplier/distributor, including
parts.

China Fair for Investment, Trade nears

This year’s China International Fair for Investment and Trade (CIFIT) will be held in Xiamen China from
18th – 21st September, 2017.

BUSINESS/TRAINING OPPORTUNITIES
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professionals and Government officials from more than 300 cities in China.
We are requesting you to provide relevant information on the challenges resulting from the application
For furthert
, Please
of fiscal information
policies (Excise
Duty, contact:
Import Duty, VAT, Corporate Taxes, SDL plus other fees and levies).
You are also required to make proposals on the effective tax rate to be charged on your products.
The CIFIT Organising Committee;
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revenue and also how your company will become competitive as justifications for your
are of high importance.
Tel:proposal0715-484452
+255your
22 2850238
Kindly submit
proposal to communication@cti.co.tz not later that 20th November 2017 to allow
for timely preparations by the Secretariat.
The Secretariat
Confederation of Tanzania Industries
P O Box 71783, Dar es Salaam
Tel: 2114954/ 2123802/ 2130327
Fax: 2115414
E-mail: cti@cti.co.tz
www.cti.co.tz

