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This note is intended to briefly highlight the ned@ce and capability of MKURABITA in taking
forward the agenda on Legal Empowerment of the Podanzania.

It is neither a project proposal nor a Concept NoteGovernment of Tanzania cooperation with the
UNDP, through MKURABITA, to implement the CLEP renmendations in Tanzania.

It is just an overview of what is on the groundTianzania which can contribute to decisions on the
next steps towards the implementation of the CL&E®mmendations.

The contribution of the Institute for Liberty ancm@ocracy was instrumental in the implementation
of the first two phases of MKURABITA and will renraiuseful in the implementation of the
subsequent phases.

The Financial Support provided by the Governmentthef Kingdom of Norway was a major
enabling factor, which indeed underscore the neddraportance of external financial and technical
support in the envisaged institutional strengthgrand actual rolling out of a massive property and
business formalization program whose key outcomaldvbe the actualization of the agenda on
Legal Empowerment of the Poor.




MKURABITA IN THE CONTEXT OF LEGAL EMPOWERMENT OF THE POOR

1. BACKGROUND INFORMATION ON MKURABITA

The Property and Business Formalization ProgramTamzania known in Kiswahili as
Mpango wa Kurasimisha Rasilimali na Biashara za Wage Tanzania — MKURABITA is
an initiative of Tanzania Government seeking toalelsth a Legal and Institutional
framework (architecture) of property and entrepteiat rights which is accessible to all the
people and is largely affordable by many.

An architecture that will facilitate:-

» Legal recognition (titing of land and incorporati@f businesses) of the vast real estate and
business assets now held and exchanged in the-ebegal (informal) sector.

» Asset exchange within the confines of the law gowey formal economic activities.

The Program further seeks to promote the use afidlized assets to access economic opportunities
in the formal market. Its development objectivetasempower the targeted beneficiaries for self

development through which they can participatenimamcing inclusive development in the country.

Formalized assets gain legal recognition and protection which provides them with the meansto

unleash thefull potential (capital) in them.

The Government decision to embark on the Prograthiraeed its adoption of an implementation model
developed by the Institute for Liberty and DemogrédeD) of Lima Peru is founded on empirical eviden
that real estate assets are an important foundfiromany development endevours and that assetsamel
exchanged extra legally are so “defective” that emsnare perpetually held hostage of the inherent
deficiencies of small markets and informal capitatiays, among other constraints. They specifidaltk the

following three mechanisms for creating wealth:-

i. Legal and economic mechanisms that increase prigilydhrough the creation of “distinct

legal entities”, incorporating “asset partitioningfid an efficient “division of labour”.



ii. Legal means for enterprises to operate in the edgthmarket, acquiring the capacity to gain

access to networks beyond family members and siafl@cquaintances.

iii. Formal, fungible property rights that not only all@ssets to be identified but also allow
ordinary people to move them in the expanded maddkeapture as much economic value as
possible.

The ILD developed model adopted for the implemeotadf MKURABITA has the following four
phases:-

The first phase is the Diagnosis of the extra |€igdbrmal) sector during which the modus operandi
of the sector, its size and economic impacts weterthined as well as the legal and institutional
barriers which the assets owners meet when thesnpttto transit to the formal sector.

The findings from this research were not unfamitiat astounding all the same:-

» About 90% of Tanzanian reside and earn their liegelsan the extra legal (informal) sector.

» About 98% of businesses (in numbers) are extrd lega

» About 89% of real estate is extra legal.

* The value of these extra legal assets (dead casitestimated at US$ 29 billion.

e The actors in the sector have created rules, régnta and institutional arrangements
(archetypes) for owning and managing real estatekarsinesses outside the formal systems.
Though limited in scope and spread, they are olsl§ogood seeds of a formal economy.
(Contracts are being executed, managed through d$ome of documentation and conflicts

resolution systems are in use).



They are however constrained on account of theality specificity and inadequate institutional

support and protection.

e On the front of formal economy entry is constraifigda cumbersome, inaccessible and costly
legal regime as well as the institutional and adsiative barriers, not to mention the unhelpful

mind set of the majority of the actors.

The second phase entailed the development of laeghlinstitutional Reforms that will facilitate the
establishment an Architecture of Property and Bessirights referred to above. This framework has
subsequently been used in developing modalitiefagirtrack and cost effective formalization of the
current extra legal assets and in facilitatingrteeonomic use in the market.

The key outputs of the second phase are a seridRefdirms proposals whose adoption and
implementation will provide the assets owners vi#igal recognition and protection of their assets
and the means to use them for economic benefiteiformal market.

These Reform proposals emanating from a framewnokvs below have been used to develop a ten
year implementation plan in which the budget foe tfirst five years is estimated at USD
117Million.



Figure 1 - The Framework for Business and Property Reforms

The Framework for Business and Property Reforms
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local practices
(adjudication archetype)

2) Simplified mechanisms to
solve disputes
(adjudication archetype)

3) Simplified mechanisms to
fix boundaries
(adjudication archetype)

4) A unified land registry
system with geographical
database (registration
archetype)

5) Simplified and low-cost
mechanisms to facilitate
documenting and
recording wills,
transactions and other
agreements
(documentation and
registration archetypes)

6) Legal mechanisms that

provides legal security to

registered property
owners and allows the
economic use of assets

Simplified and low-cost

procedures to create and
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8) A specialized public entity to manage
formalization of urban and rural real estate assets

9) New organizational
forms: LLSSC, LLP

10) Registration (New
registration system):
incorporation and
licenses.

11) Simplified Tax System

12) Simplified Accounting
System

13) Simplified Labor and
Social Security System

14)
15)

16)
17)
18)

Contract formation
Dispute settlement
mechanisms
Pledges

Business information
Services Platform for
training, info, etc

19) Personal identification System

| 20) Administrative Simplification Programme (for the sustainability of the reforms)

| 21) A specialized vehicle to coordinate the formalization of business and real estate assets




The Reform proposals referred to above were grougedfive sets from which a series of Reform
packages, whose implementation constitute the wiank, were developed.

The outputs from the second phase also includedran@nication Strategy and its work plan, a
Cost Benefit Analysis Framework that helps to jysinvesting in implementation of the reforms
and a Monitoring and Evaluation Framework.

These outputs are described in detail in severmvedulisted below:-

Volume | - Executive Summary
. Volume Il - Reforms for Properties Mainland
. Volume Ill - Reforms for Properties Zanzibar

. Volume V - Reforms for Business Zanzibar

1.

2

3

4. Volume IV - Reforms for Business Mainland
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6. Volume VI - Institutional Arrangements and Commuation Strategy.
7

. Volume VII - Work plan, Monitoring and Evaluatiomé Cost Benefit Analysis.

Implementation of the third phase of the Progranictwlentails institutionalizing the Legal and
Institutional Framework developed in the secondsphend rolling out the processes of formalizing
the extra legal assets began in July, 2008 (2008/Financial Year). It is essentially a legal and
institutional reform processes that entails:-

* Amending and or enacting new legislations and gulaions that will facilitate the
institutionalization of the fast track and cost eetive property and business
formalization systems detailed in relevant Reformkage.

» Reviewing of some selected policies and establislhrobEproposed national entities
necessary for mainstreaming property and busirn@ssafization in the appropriate
Government structures at central and local level.

» Institutional strengthening by supporting the elshment of the necessary
infrastructure and training of required personnel.

The fourth phase whose main components are assgitalization and good governance will, to a
large extent, run concurrently with the implemeiotabf the third phase.



In the context of Legal Empowerment of the Poor KUWRABITA conceptual framework is in line
with the agenda on Legal Empowerment of the Potinai-

i. Both seek to promote the acceptance of the cemti@ithe Law in any meaningful socio-
economic development endevour.

ii. MKURABITA is currently dealing with promoting thecquisition of legal Property and
Business Rights which are two of the pillars of Agenda on Legal Empowerment of
the Poor.

iii. MKURABITA relates strongly to Labour Rights and Ass to Justice when designing
interventions on economic use of assets.

Both of these (Labour rights and Access to Jusace)the other two pillars of the Legal
Empowerment Agenda.

2. EMPERICAL EVIDENCE ON THE LEGAL AND ECONOMIC
EMPOWERMENT CHARACTERISTICS OF MKURABITA

Through the implementation of Land titling projeatsHandeni, Bagamoyo, Hanna Nasif —
Kinondoni evidence has been collected to certipt thwners of hither to extra legal assets
attach substantial value to Legal ownership of rthmoperties and foresee enhanced
economic potential in using formalized assets. éddsome owners of recently formalized
farm lands in Handeni District are in the processiessing the certificates for Customary
Right of Occupancy (CCRO). Communities enthusially participated in
improving Land Registry buildings — a measure eirtcceptance of the Program.

Old Mzeri Village Government New Mzeri Village
Government and Land

Ranictrv Nffira



Though in limited scope women have demonstratechifsignt appreciation of their
recognition as equal partners to men in owning kamdi property there in.

Preliminary interventions in formalizing businessghich included capacity building to
some micro and small business owners has geneatetkable enthusiasm for the Program
and demonstrated the necessary interventions neleelpohd the legal and institutional
Reform. Some 272 groups and individual small bissas have registered their businesses as
a result of this limited intervention by MKURABITA.

Individual groups supported by MKURABITA in formalizing their businesses enterprises

Evidence is therefore available to prove that thergalue in formalizing the extra legal
assets in that:-

» Great potential (Dead Capital estimated at USD 28liBn) held in the extra legal
economy of Tanzania can be unleashed and mainstceamthe national economy to
contribute significantly to annual GDP growth aeduction of poverty. (China, Ghana,
Nicaragua, Poland and Rumania are some of the esinthere evidence is available to
attest the above claim).

* Inclusive development which is necessary for aitginequity in the distribution of

national economic benefits and for sustaining pescatrinsicably linked to a regime of
legal property and business rights as well as adogsistice and labour rights.
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MKURABITA, working with other national initiativeprovides a vehicle for carrying
forward the Legal Empowerment of the Poor agendhigregard.

In summary the empowerment aspects of MKURABITAjale economic and social, are chiefly
centred on:-

Legal Identify of assets owners — this is linkedthwithe development and
operationalization of the National Program for g&t’s Identify cards. (This aspect is
currently addressed by fixing owners photographstite Certificate of Right of
Occupancy).

Legally protected property and business Rightsclvie achieved through the issuance
of the titles and its registration as well as drepthe necessary infrastructure, personnel
capabilities and management systems for sustainadde of the asset for economic

benefits.

Legally protected Labour Rights (Development anckraponalization of a flexible
labour right regime that responds to actual demaridbe small enterprises is part of
MKURABITA proposed Reforms).

Access to justice (Developing a system of dispeémsalf justice that is readily accessible
to the majority — low income people is also consdein the MKURABITA Reform
Proposals).

The participatory approached based on top downhbmttbm up methodology used in
arriving at the Reform proposals and in institutitigese arrangements at all levels
strengthens ownership of the reforms.

Incentivizing the targeted beneficiaries to usarthssets to access economic benefits in
the market.

3. CHALLENGES OF USING MKURABITA AS A VEHICLE FOR
IMPLEMENTING THE AGENDA ON LEGAL EMPOWERMENT OF
THE POOR

Several challenges exist and some will emerge enpitocess of using MKURABITA to
implement the agenda on Legal Empowerment of tloe. Po

Those in existence include:-
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3.1The need to implement awareness campaigns to &higional acceptance of the
Final Report and Recommendation of Commission agjaLeampowerment of the
Poor (The Report can be adopted and customizedrnahian situation).

3.2Creating a local entity to lead the implementatibthe CLEP recommendations and
capacitating it for that purpose - Designating MKAEBRTA as the National Entity
(Agency).

3.3Defining the interventions (subprograms) for impésting the recommendations
including the interventions that are necessaryregeisite for success, notably
establishment of the necessary infrastructure eaidiig the required personnel to
sustainably implement the property and businesadbration. ( Registries and their
management systems.)

]

"z-n—"_"l'- L e ol

FEL 3 aéiﬁﬁggiu'?l; Eg‘l, .

1980s systems Syistéhat existed in the 1920s

Registered Documents stored in strong room in Zanzibar

3.4Mobilizing resources (internally and externally) tiinance key pre-requisite
interventions which should include institutionalresigthening subprograms at
national and local government levels and for:-

* Rolling out systematic extra legal assets fornadilon.
» Creating mechanisms and interventions that willac#pte and incentivize

targeted beneficiaries to formalize their propertiend use them to access
economic opportunities.
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* Providing continuous education to all stakeholders the importance of
transisting from informality to formality and livin formal socially and
economically.

3.5 Aligning the Commercial Financial Institutiongth the Initiatives for economic use of
assets. ( Unleashing the economic potential oftes&sv hidden in the dead capital)

4 CONCLUSION

In the context of the AU conference the thrust wichg to demonstrate that:-

4.1 Through MKURABITA, Tanzania is already in the preseof implementing the
CLEP recommendations and results are encouraging.

4.2 Substantial Financial Resources are needed to nfioeard appreciably thus
external support would help greatly.

4. 3MKURABITA can lead the national efforts in custoing the CLEP
recommendations to the country’s requirements. (MRQABITA has been involved
with CLEP since its inception including in orgamiginational consultation processes
in November, 2006).

imanjaro K¢ =~ -ski Hotel

. T4 Tun_( %

President Jakaya M. Kikwete with the Co-Chair of CLEP Hon. Madeleine Albright and
the Former President Hon. Benjamin W. Mkapa during the official opening of the
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National Consultation Conference on Legal Empowerment of the Poor (CLEP) held at
Kilimanjaro Hotel Kempinski, 29" November, 2006

4.4 Tanzanian commitment to the agenda on Legal Empuoestrwas firmly confirmed
by His Excellency President Jakaya Mrisho Kikweteew he officiated at the CLEP
National Consultation processes in November, 2006

The President also pointed the synergies of MKURB®BWith the CLEP agenda.

“We are extremely happy that the mission of the Commission on Legal Empowerment of the
Poor is coincidentally identical with the spirit and aspirations of our Formalization
Programme. It is also in line with several other government initiatives which target the
improvement of the legal framework governing

business devel opment, land management and access to
justice for all.

| want to assure everyone here that the Formalization
Programme is a major component of our political
program. Empowering the poor is an agenda |
zealously campaigned on. Therefore | have a personal
interest in seeing to it that it attains its objectives as
soon as possible’.

Extract of President Jakaya Mrisho Kikwete opening
speech for the National Consultation Conference for
Commission for Legal Empowerment of the Poor on
29" November, 2006 at the Kilimanjaro Kempinski
Hotel.

To take the Agenda forward Tanzania could off

itself as a “Laboratory” for developing operationahodalities for the CLEP
recommendations in Africa.

(Further consultations with the UNDP could lead to a firm Technical Cooperation
agreement).
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