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PART I

PROGRAMME FLEMENTS ARISING FROM THE REPORT OF AN INDUSTRIAL
HUMAN RESOURCES DEVELOPMENT SURVEY FOR ZANZIBAR

INTRODUCTION

The cleven programme elements, which comprise Part 2 of this Report, are primarily standard
technical aasistance projects, but two pilot plants with a training component have been included,
together with a small business dairy milk operation, which is primarily an investment project.

Although this Report has been prepared by UNIDO, H has been prepared for UNDP and the
Government of Zancibar.  The projects herein are aot projects, which will be implenented,
necessarily by UNIDO, although they will be gxamined by UNIDO for possible implementation
{bar one projec). One project, No.4, on the handling of fish is designed specifically for exceution
by @ non-governmental organisation, The other programme clements can be implemenied by
bilateral, multilateral or NG denors.



PROGRAMME ELEMENT I
NON-FORMAL SECTOR SURVEY

Introduction and background

In 1990, the Government of Zanzibar gave high prionty 1o the development of a policy for the
Informal Sector. An essentiul pert of the development of this policy was to conduct the first
formal sector survey.  The survey was a joint acuvity of the Department of Statistics end the
Department of Labour, co-ordinated by a stecring commuttee  chaived by the Planning
Commissicner.  Assistance was given by UNDP/ILO Project URT #5/011, and 2 Report on the
Survey!, “Background, description and wsnalysis of survey results, constraints ang policy
recommendations” was prepared by Dr. M.8.D. Bagachwa of the Ceonomic Research Buteau in
Dar-es-Salaam. 7he constrains identified in the Report covered:

a. Obstacies faced when establishing business.
b. Problems faced when operating business
c. Problems associated with insiitutional and policy environment

Policy suggestions and recommendations were made in the following areas:

A Need for informal scctar support

h. Creating an appropriate institational framework

. Specific informal sector support programmnies

d. Strengthening and updating itformal sector data collection

Problems 10 be addressed

The last recommendarion identified above emphawised Lhe Urgent need to establish and continually
maintain a sel of core data on the informal sector, widh surveys carried ot a 3-yewr wleivals, n
order to provide to palicy makers a betier understanding of the infarmal sector. While some of the
constraints facing informal sector business establishment and operation, as well 25 defests in the
institutional and policy environmest, have been removed, the 1990 Repori remains the only
relatively comprehensive source of mformation on the sector,

Since 1990 the economic, policy and instmational enviromnent has changed cousiderably.
Agriculture has lost its former dominant role to be replaced by tourisn as the driving force in the
economy, the command economy and its loss making parastatals has given sway to ihe privale
sectar and liberalisation including trade liberalisation, and the cuce powerfil MTIM has made,
ihrough its Department of Industry, small and medium-scale industry and micro-industry operated
by co-operatives, NGOs and the infermel scctor, the centre of ts development thrast. As a resuit of
these changes, the economy has grown by 3 per cent per annum — 4 psr cent per annom over the
past 10 years. However, with population growth at about 3 per cenl per annum, increases in per
capita incomes have been modest.  The major abjective w the new millenmum for Zanzibar is how
to maka better use of Zanaba's human capabilities so increasing its human welfare. Since most
Zanzibaris find their livelihoods 1 the pan-tarmal secior, reaching the above-mentioned olyective
depends fundamentally in wnderstanding the sector. A Key instrument in this understanding is the
preperation of @ new noa-formal sector survey. and its analysis in the fight of the changes, which

1

Zanzibur, The infermit Scetor 1390, prepared by the Tepatiment of Slatistics and (he Departmert of Labour.



have oceurred in Zanzibar's economy znd policy. Thereatter, recommendations for policy and
institutional change can then be made on a basis of (he proper understanding of {acts-on-the
ground.

Scope of the non-formal sector survey

As in the 1990 survey, the aim of (his survey 1s (o give bagic qualitative and quantitative
information on the composition and structure of non-formal sccor enterprises of the widest range
of types possible. The main objective s w give policy makers informadon for formulating and
evaluating suitable policies for both assisting exisung units and also encouraping new activities in
the sector. This objective will identify und encourage income gencrating activities and
cmployment, on an individual, howschold, NGO, and co-operative hasis. The main difference
between this von-formal scctor survey and the 1990 informal sector survey is o expand the
coverage of the survey to include specific information on NGOs and co-operatives.

Specific aspects to be sddressed by the survey will include, inter alia:

a. The provision of quantified data on current employment in the sector
b. To provide data for pational accounts estimates of the non-formal sector
c. To provide data which will facilitale the development and reform of policy by

policy-makers and planners on the development of the non-formal sector.

Project activitics

The methedolapy adopted for the 1990 survey was excellent, as was the scope of that survev, The
changes refiected below provide a greater emphasis and rccognition of wurism as the driving force
in the economy, and o1 the possible Impact of wurism linkages on the informal sector,

It s supgested that activity codes teflect the provision of (ourism services, and that the
classification procedures adopled facilitate comparisons botween activitics in tourist and non-tourist
areas.

The suggested listing shect and activity codes are us foljows:

Manufacturing/repair/mining/quarrying
Construction

Transportation (tourist)

Transportation {domestic)

Restaurants

Hotels

Other services

Keeping livostock {only urban enumeration areas)
Make textile products (tourist)

Make textile products (domestic)
Sewing and repair textile produets
Olher straw products, baskets, mats etc,
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The topics mcluded in the survey should include:”

(1} Qualitative data on the enterprise, 1.e. activity, cnwnership, location, year started, etc

(i1} Quantitative data on the enterprise, i.e. inital capital investment, source of capital,
value ol capital etc,

{ii) Employment of the enterprise, e, nurnber, sex and age, type, Cle.

(v} Inforroation on the head of activity or enterprise e1¢.

Team composition and cther inputs

A nulii-disciplinary team would be required io cary out this study. The team ¢composition and
estimated time inputs may be a3 follows.

Prafessiona) Staff Work months
International Experts 2w LIS% 30,600
Rescarch Economast (team leader)”™
L.abour econamist local sub-contract Approximately L'S$ 80,060
Statistician —_
Syupport staff (Special Service Agreement)
Survey endmerator USH 48,000
Supervisors

Data coding assistants

Lquipment

4 computers and peripherals US3 15,000
Miscellaneous USE 3.0
Estimated Cost LUS$ 176,000

I Details arz shown on p.4 -12, 1990 Repart. op.ctt.




PROGRAMME ELEMENT No. 2:
HRD IN TOURISM: EMPLOYMENT SURVEY OF THE
TOURISM INDUSTRY

Introductien and background

It is essential to undertake an emplovment survey of the Tourism Industry in Zanzibar. It is only on
{he basis of data collected by such a survey hat the countuy will be in a position 10 determine what
education and traininyg should be provided and encouraged, in order to maximize the benefits
arising from this important sector.

Retween 1993 znd 1999 the number of hotel beds ncreased from 1704 1o 49871, and the number of
hotels, guesthouses, lodges ete. increased from 56 units to 168 units. The number of tour
operatives has grown ftom 16 to some 96, and the number of intermationsl tourists has increased
from about 56,400 to over 86,000, Yet most of the management and supctvisory staff, as well as
certain specialist stafl in resorty providing an ‘all inclusive” vacation are expatriate. Moreover, the
quality ol hote] and vacation services do not guite corresponds with the stated and legitimate desire
of the antharities to compete at the high end of the international tourist market.

Policy that places an emyphasis on high value and low volume tourism has far-reaching implicationy
for the development and promotion of ourism, and for the education and training of staft cngaged
in providing tourist services. Above all, the major implication is that the type of tourism products
devcloped and the staft and facilities that support them must be able to attragt visitors that are
prepared to pay a premium price,  The success of such an approach depends very much on the
quabity of the overall visitor experience: strong product attractions, levels of accommodation and
cutsine and hiph standards of the sccompanying service. Moreover, a policy that sceks to draw the
small business sector into providing tourism services unplies that it would be desirable 1o have in
place supporting advisory services (i the small business sector) as well as wraining schemes to
ensure that the appropriate level of skills were available,

I'roblems ty be addressed

At the present time, the trening need for the hoiel and wurism sector 18 not known in relation 1o
quantity, skill levels, or vccupations of existing staff in the industry for the annual replacement of
existing steff, or for staff for now operations and the cxpansion of existing opcmtions. One slep
towards planning for this requirement is to ensure that information is collected periodically (say
every 5 years) on the type and numnber of people currertly cinployed in tourism. With this data w
hand, and a knowlcdge of the scale and direction of tourism in the vears ahead — which ZIPA has —
the number of people needed to serve the industry, and the skills thoy require can be identified.

Project ohjectives and activities

The aim of the survey will be to present information on the existing employment structure of the
industry, tn determine the need [or the retraining of (he existing staff in the industry, to determine
the educational and training skills and the numbers required, at various levels in vatious sectors of
the industry in the future, as well as W obtain information on tounist managers pergeptions of the
education and training of all their work force.



‘the survey should cover the following establistunents:
{Managemcnt must be assured that all answers will be treated in confidence)

Haotel, guesithouses, lodges etc.
- All 4 and 5 star accommodetions
- 1 in 2 of all 3 star accommodations
- Yin 4 of all 2 and | star accommodalions

Restauranty and bars
- 1in 2 of all wop quality providars
- 1 in 4 of all other quality providers

Tour operators

- 1 in 4 of all providers of trave! and sufan services ete

Other tourism services (sports, enmerlainment and recreation services):
- 1 in 4 of all quality providers

Specific aspects to be addressed by the study will include, inter alia:

- Mationality ol the owner
- Total number of emmloyees
- Clussification ot the enterprise, i.e. 1,2,3 star hotel, restauranl, ¢(c.
- For all staff:

(hH name of worker

(2)  type of worker

(2 seX

(4 ugpc

&) occupation

{6) cducation level

()  trwning [ormal and informal

(8}  language skills

)] payment (per dav, week or month)

(O monthly value of payment in kind {foed, accommodation, clothing) ;conding
‘Ihe manager of the business should be asked whether management was satisfied:

(1) with the education and traimng of all staff' {a scale of 1 10 5 i3 suggested, n de:
order), Zanziburi and forcigh,

()  with the competence and diligence of all stall (Zanzibari and forcign);

(iif)y  wirh the previous experience in tourism of all staff (Zanzibari and foreign);

The manager should be asked also:
() i any traming was provided in the business establishment,

(1) ils0, to briefly describe this trabving,



(iii) whether staff were encouraged to obtain trainmg or education outside the business,

(iv)  whether management was aware of education/Umming [avilities outside the
wstablishment;

{(v)  whether management would support staff undergoing training outside the business;

(vi) if so, how? By promises of promotion, of more responsibility, by peying fully or
partially fees and transport costs, by agrecing to day/week/month release on pay ot
otherwise to participate in education/trmning programs relsvant to the businass,

{(vil) whother managemem would be iterested m providing advice to those imstitutions
cducating and training tourism workers;

(vii) whether management would be willing to provide work-cxperience to tourism students
for periods of } months, 3 montbs o1 6 months, Would & stipend/allowance be paid? At
any particular fime of the year?

(ix} (To managers from subsidiaries of incrnauonal hotet chains only).  Whether
management has provided in the past {a) training, and {l') work experience Lo Zanzibari
genior ¢aff at their subsidiaries outside Zanzibar,

()  if anawers to (ix} above are positive, have they heen satisfied with the result;

(xi)  if answers to (1x) abave arc negative, can they give the reason,

Team composition and input

A multi-disciplinary team would be required to carry out this stucdy, The teamn composition and
estimated time inputs may be as follows;

Professional Staff
Labhour economist (team leader) 2 wim US% 30,000
Hotel/tourism tramer 2 wim USE 30,000
Support Staff _
Interviewers {x3) 6 wimi Uss 12,000
Data coding assistants {x2) 4 wim USE 8,000
Equipmeant
2 vomputers and peripherals Us$ 8,000
Vehicles rental (10 months) USS 30,000

Miscellanecous US§ 10,000



PROGRAMME ELEMENT No, 3:
UPGRADING AND STRENGTHENING FOOD SAFETY/CONTROL ACTIVITIES IN
ZANZIBAR

Introduction wnd background

‘Lhe existing food control systemy, including food safety and yuality control, procedures and laws,
are wtally inadequate o address the many present and future needs of Zanziber. In pasticular,
export/import tood qualily control needs strengthening: upprading skillstraining, squipment snd
modernised laws.

At present there is no systematic lood quality control activitics, with such activities spread over
different minstnies {health, agriculture, industries cte). Only rudimentary food control measurcs
are practised.

For many years, various industries processing lood for domestic use and ¢xport have relied on the
Rovernment laboratory. Howcever, since this Jaboratory lacks facilitied and the assaciated trained
staff, food-pracessing industries are establishing their own food control activities.  1n some cases,
1o ensure export market acceptability, testing takes place ourside Zanzibar, incrcasing production
costs.

Moregver, the governmnent has emphasised export processing zonss and {Tee port activities, and the
development of touriam; consequently much food 18 imported, making certification and the cross
checking ol certification essential,  The increased use of pesticides and chemical fertlisers in
growing food processed in the EF'Z will require eftective gualily control measures.

Prohlems e be addressed

Modern procedures and legislation

The Health Miniatry s food laws enacted in 1956 are mmadequate and outdated, Morsover, various
ministries have their own [ood control activities. The effective management ol [bvod coniral
activities requires the co-ordination of these activiies under a single national food law, which
government recognises. Thus a Committee has produced a daft of a new food law, but a review of
this draft is required to cnlarge its scope towards a much broader food controls funciion. Thus, an
expanded conunities has the potential to sipnificantly change food control activities in Zanzibar, so
providing the direction and leadership necessary to sustain progress and further build and
strengthen the qualily of food for export and domestic consumption. These circumstances make it
imperative o establish an efficient laborulory so as to safeguard public health and enhance
cconomic growth by making food exports more competitive.

Froject objectives:

6] to safeguard public health in Zanzibar by ensunng a =afe food supply.

(i}  w ensble public rcbuilding and strengthening of the {vod control activitics related 1o frec
trade zones.




Speciftc objectives:

(1

(i)

(fif}

To wpgrade the skills of the food control personacl, through training of laboratory personnel
(inspectional sampling, microbiclogical’ chemical analyses, good laboratory procedures and
practice, etc.}) health authonty, customs, agriculture and municipality officers and
inspectors, concerning food safety and qualrty control measurements.

To asstst m the design and rehebilitation of the Central Government Chemist [abaratory,
meluding provision of equipment and chemicals,

To smrengthen the fvod law reform commuttes in achieving effective changes by broudening
its scope in to sl food control fields in Zanzibar,

International inputs:

(i)  Expert services
International consultant in food laboratory, sample analyses, cquipment und supplics etc. —
{4 work/months)
lpternational consultant on food quality law and regulation, food conicol! procedures.
aystems and management {2 work/maonths)

(i1 Training
Local training courses for {ood control staff, eg. for laboratory persomnel training in
microbiological/chemical analyses, quality conmol and food safety.
Long-term training (3-6 months) of 5 technicians i modern laborstory practice.
Study tour {1 month) for the Government chemist and 4 food inspectors, to lcarn how food
control laboratories have been established, operated and maintained and to sequire skills in
food control and food management for export and imports,

Budget:

International consultants (Food Analyst) 4 w/m US$ 60,000

Internatione! Expert (Quality Control} 2 witm USS 30.000

Nationa! Experts 18 wim US$ 36.000

Training (Lony term, in-service and study tours) LSS 85.000

Fquipment (Laboralory, chemicals, books,

Journals, computers, ete) + Vehicle ~ 4 wheel drive USS 180.000

Miscellaneous US3 15000

Estimated Tota] USRS 486,000




PROGRAMME FLEMENT NQ.4:
LEARNING BY DOING: THE HANDLING AND
STORAGY. OF FISH

Background and justification

This is an innovative proposal which aims at increasing the income of those engaged in fishing;
increasing the consimaption of fresh fish in Zanzibar: through a demeand linkage with wood
construction increasing the incoma of thage in the informal wooden prodacts industry; and through
a supply linkage increasing the incomes of those engaged in the informal sector transport, storage
and retailing of fresh fish.

Zanzibar's inshore fishing area is estimated io extend for 4,450 sq km in watcr 0 to 10 metres deep.
Fishing is alimost exclusively an artisinal activity hut it plays a major role in the ¢conomy where it
provides a source of employment and income for more than 10 per cent of the work force. Fish is
the most important source of animal protein for abour twe-thirds of the population. Fishing
contributes about 2.5 per cent of GDP, and about 6.3 per cenl of agnicudlural GDP, As the economy
has grown in recent years, these shares of GDP have fallen from about 6 per cent and 10 per cent
respectively.”

The fish catch scems to be on a slightly upward trend as shown in table 1 helow, through an
increase in fish consumption. Note however that there reportadly are errors in the recording and
computing of data shown below, significant amounts of fish are consumed by fisher houscholds

{subsistence production), and some fishers transport unrecorded amounts of fish to mainland
T'anzania and to Membasa in Kenya.

Table i
1994 110,225
1993 9,789
1996 11,034
1597 988G
1598 13,630 T

Sovrce: Sulieman, op.sit

The slight upward wend in the caich is reportedly due to an increase in investment 1 Tishing
equipment (primarily in boats and engines), which has allowed fishers 1o venture beyonsd the
inshore watets towards the contnental shelf, which 15 more respurge rich than mshoere waters.
Indeed, there are fears that inshore fishery stocks have heen siagnant or falling. Ioformation from a
1997 Survey suggests that there were 254 landing places for fish catches in that year, and that 5,149
fishing craft were in operation, of which 391 were equipped with engines — primarily the outboard
type. Most fishing vessels are traditional and made by artisinal production: cances, dugout canoes,
and out-rigper canocs somc equipped with sails. Only relatlvely fow bosts bave decks made of
wooden planks and onty decked enpgine powered vessels can venturs into the deeper waters of the
continental shelf.

? These data are taken from the Report. Fisheries in Zanzibar, preparad by Mr. Sulieman, {INIDO Natienal
Consultant, Dept, of Fisherjes, Dec, 1999,



The Zanzibwn consumer, and the tourist hotels consider (resh {ish a premium product, and hardly
any processing takes place. The small quantity of processing is artisinal and of very poor quality,
accurring omly when these cawches are landed in the evening or when fish is on the verge of
apoilage.

Organisation of the industry follows two pattetns.  In the first paltern, fishers are grouped into
¢ooperatives, NGOs and Community Organisations, humbering more than 200 1 total, with proup
membership nwnbering 5 to 10 chiefly, but somce proups are larger. In the second pattern,
individual fishers or unregistered groups own therr boats, or bosats (and equipment) are provided by
traders or smail businass, with proceeds from the catch being shared.

Project descriptionfactivitics

The essence of this project is that a forelgn NGO, topether with 2 or 3 local NGOs and with the
participation of the Zanzibar University Centre for African Business Research and Develupment
take the mitiative in the following activities:

() Sclect the 24 mogt used fish landing locations for the appropriate time of the year

(b) Provide trainipg and advice on the storage, handling and {ransport of figh, from the time
of catch to the time of retail sale:”

fc) Contract with a selection of wood working small fitmg or informal groups the
manufacture 1o an agreed specification of wooden or plastic insulated contniners;

(d)  Contract with KTC engineers the desipn, specification and testing of these containers,
and the sclection of manufacturers;

{c) Contract with one or two small traders in the small business or informal sectors the
activity of the inspection. purchase and storage of fish over an agreed period, say one
month, with these contracts to be renewed on the same or changed terms, for {urther
periods;

(H) Contract with 12 transport firms 1n the small business or informal sector {{) to transport
an agreed quantity of ice from a maaufacturer as in (i below and (if) w purchase an
agread quantity of fish of a speified guality, and 10 mansport this fish in simple storsge
containers, [Designed, specified ete. and manufactured as in (¢) and (d) above.] to
vindors and hotels ax in {g) and (h) telow. Traming will be provided as in (b) above;

(¢)  Select and contract with 25 retail fish vendors in the informal sector and with 4 small
business in the Stonctown and other markets to purchase an agreed quantity and quality
of fish for zale to the public;

(1) Select and contract with 4 hotels/restaurants 10 purchase an agreed quantity and quality
of fish for their own operations;

' Properly chilledisiored and handled fish remain in good condition for about § days. Each kilo of fish reguires abaut
a kil of flake ice per day o keep fish [y good condition. Usetul inforivation on the handling, storage and distribution
of chilled fsh can be found In lce in fisherics, FAQ Fisherics Report, no. 5¢, FAO, Roms, 1968,




{1 Contract with AFICO {a mujor commeraial Gsh business based in Dar ¢s Selaan which
produces ice al a Zanzibur plant) und with Zunabar Botllers Lid., the purchase of an
agreed quantity of ice for use in the operations and activities described nbove.*

4} Depending on a realistic estimate of demand and purchasing power -~ through market
testing - undertake the irial production and sate of ice storagefinsulated containers to the
Zanzihar public,

Lessons to be learnt: learning by doing

All the activities idemified above shouid be closely monitored and results recorded of the
suceess/failure of cach activity operation.  This information should be analysed to determine where
and how cach activity/operation should be redesigned and improved ete. This is why the proposul
has been atled *Learning by dving’. 1 as envisaped, alsu, that dopending on the success of the
project there may be justification tor the purchase and operation ol an jce manufacwong plant by a
small business operative. There are two significant risks that the project faces:

() Thut the value added by the correct handhing of fresh fish along each step of the value
chain results in a selling price that the ordinary Zanzibari consumer cannot meet because
of low purchasing power;

(1)  That participants i the vanous activities of the value added chuin are dishonest and/or
do not live up to contractual obligations, for these reasons, the activity of monitoring,.
{znd 1l mecessary monitoring by the prime organisers of the monitors) is esseatial,
However, one of the usciul spin-offs from the project should be an analysis of
difficuliies, which would be of value in the desigm of other projects targeted at the
poorer sections of the community.

Overvicw of project activitics and costs

The proposed project will have to be carried out after agreament wilh the Zanzbar authorities. But
apart from agrecing 1w the project, and faciliwting the project through appropriate public
announcement, the pranting of licenses/penmissions ele. where necessary. none of the costs nor
activities i the project are expected to incur the expenditure of public funds.

Furthermare, as is suggested above, the project should be implemented by a forcign NGO, and it is
this forcign NGO, which should provide funding for the whole of the project. As indicated earlier.
it is envisaged that 2 or 3 Zanzibari NGOs as well as the Business Research (entre wall participate
alse in ihe operation of the project. The main beneficiaries to the project wounld be some of the
poorer groups in Zanzibar, although probably not the very poorest groups exeept indirectly, since
the poorest groups are found in the non-coral rag areas and are thevefare some distance from fishers
communities. The first task, on the ground in Zanzibar, will be to identify and make preliminary
arrangoments with suituble Zanzibar NGOs, intluding women's groups.

The imajor external inputs, apart from [unding, 15 estmated to be the use of two experts for 6
months’ periods who will imptemeant the project, and ouc expert for a 1 month period who should

3 Cursent retail sales prices are Tsh 50 per kg flake ice from AFLCO md U'sh MWifkg block ice from Zansibar Bulders,




analyse the project’s results and make recommendations, in cooperation with the fong-term experts,
for ite improvement.

P Work months

Fixpert in {ish wholesale, retail distribution {split missions) 5 wim US$ 75,000

Economist, socialogist with experience in
Micro business, the mformal ssciors and small

Businesses 2 Wi UJSS 30,000
Experts in Community Relations and Development/
Small Business/Informel Sector (National Experts) 12 wim USS 24,000
Lauipment
4 whee! drive vehicle LISS 25,000
1 computer and peripherals US$ 6,000
Office equipment, fax ete. US§ 6,000
For the initial financing of business operatons USE 200,000
Contingencics US § 24,000

Estimaied Cost USE 390,000



PROJECT FROSAL Neo. 5:
CAPACITY RUILDING IN THE BUSINESS FINANCE SECTOR:
BUSINESS PLAN AND IMPLEMUENTATION STUDY OF A MICRO CREDIT AND
SMALL BUSINESS FINANCE FACILITY

Introduction

It is recommended that a Business Plan and Implementation Study of o micro-¢redit and smali
business financing fucility ke prepared, and that soft financing be sought from bilateral and
multilateral sources for the carrying out ol such a study. ‘Lhe details of this recommendation are
shown overleaf,

Much evidence exists showing that there is a pressing need and unsatisfied economic demand for
credit from the rural areas and the smali business community.” Krain found that the non-existence
of a formal and comprehensive agricultural credit svstem was 4 scrious constaint o agriculiural
development. Both [3.1.12. and the Mimistry of Agriculture have presented compelling evidence that
the absence of a micro-credit and small business finamec facility virtually blocks significant
development in the rursl arcas and prevents the growth of the small business and informal sector
micro-enterprises in providing goods and services 1o the tourism sector.

Problems to be addressed

In the planning for a micro-credit and small business lending facility the foliowing are among the
policy ixsues. which have o be considered:

{2y  What should be the relationship of such o finance facility with a restructured PB/Z., with
the Natignal Micro—credit Bank (an the mainland) or with the Cooperative and Rural
Development Bank (1996) [the majority sharehalders of CBRD (1996) is the Danish
Intermational Development Agency] or with other Mainland private banks which may
consider opening branches in Zanabar;

(by  Is it a feasible opiion that one or more of the above mentioned finance intermediarics
should scrve as financing channels for a hine of credit focused on micro-finance and
small bustness, provided by bilateral or multi-lateral funding sowrces;

) Can the finance facility cstablished by BOT (The Central Bank) w aggist Commercial
banks in meeting seasonsl detnand for agocwtural credit, in November 1998, be
accessed by Zanzibari borrowers from the micro-credit and small business seclors.

(d) What should be the relarionship of such a facility o the major sectoral departments of
rourigm, industry, agriculture, livestock and {isheries;

* Yup, for example: pp.95- 103 Kram, op.cit. pp.20-23 Entreprencurship development within the context of induatrial
devslopment in Zanzibar, by A Andah, UNIDO Project Repart DPUTRTA1/027/11-60, 15997, Industrial Development
Support Fund for private entreprensar developingnt for micro, sall and mediom seals industries, Department for

Industrial Development, Zanzibar, March 1997, pp. 182-183% Indusirial Development Policies gqd_Strategies far

Zanzibar 19YK-2008, 10112 Zanzibar, 19%7; 515, Apriculiure Scetor Policy, Final Jiraft, by the Mindstry of
Agricultare Livestock and Natura! Kesources,
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(N
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Would it be economically efficient to pravide a portion of 2 soft loar finance package
je. a grant, to the depariments it (d) above, 0 enable thesc departments to provide
cifoctive promotion, extension and other support services to barrowers from the small
business, group and cooperative sectors;

Is it reasonable to assume thet g soft-loan from a muliilateral or bilateral agency will
insist, as 8 condition of landing, that the activities in (&) above. be divorced from the
activity of loan operations and loan supervision;

What should be the interest spread on loans fram the financing facility, assuming that
this spread shonld cover the costs of loan appraigs), lean default, as well as the overhead
costs of loan disburgements, loan supervision, and }oan repayment;

Since it is pecessary to encourage savings in Zanzibar, is it faasiblc that the e of
interest at which finence is made available to the financing factlity should be less than
the tate of inflation?

What should be the minimum loan amount from the financing fucility, given that the
costs of loan default, as well as loan appraisal, supervision and recovery will have (o be
recovered from the interest spread arising from on-lending.

Project description

1.

1.1
1.2
1.3

2

2]
2.2

-
2N
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Summary

Clicnt: Jovernment of Zanzibar

Project: Buainess Plan and [mplementation Study
Estimated Cost: US% 125,000

(28 work weeks, travel, DSA)

Schedule of outputs

Stage 1: Demand/Supply market survey

Stage 2: Logistics and operational studies

Stage 3: Consultant’s review teport of business plan prepared
by the client

NOTE :

The consultant’s review report of the Business Plan wil] be used ta support funding,
proposals presented 1o investors and lenders

Slage 1 is expected to be completed within (our {§) weeks of start of project.

Stage 2 should be completed within eight {10} weeks of start of project

Stage 3 should be completed within four (4) weeks of submission by the client of the
draft Business Plan to the consultant

The client will present the Business Plan 1o potential investors and tendery within six
{6} months of the start of the project

N.II, This projeci is prabably hest commissioned v & consulting firm. Note also that this s nol an
cxercine Lhat can be consigned to a bookshelft the prajeet described here reguires the vlient (GOZ) 10
participate Lhrough the appointment of a projeet tcam. This project team will be required to react to
an lnterim document between stage 1 and 3, identificd above,
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Objectives

The principal objectives of the Business Plan and Liplementation Study are to:

4.2}

4.3

4.3.1

- Determine and evaluate the key policies, strategies und systems that will ensure the
elfective and prohituble operation on 2 sustainable basis of the proposed micro-credit
company

- Dewrmine the operalional sysicins and business processes that will minimise
transaction costs in respect of loans of very smull amounts

- Identily the stralcpics and processes for originating and completing loans in the
Zanzihar market

- Provide a comprebensive business Mlan that will be presented 10 potential investors
in Zanzibur Microfinance Limited (ZML)

Activities
Initiai bricfing with clicnt

The consultant will meet with the client’s project 1eam 1 Zanzibar for four (4) days lor the

folluwing purposes;

- 0 be bricfed oo the praposed eoperations including preposcd scape, tentative
policies, drall {inancial projections and proposed sources of funding

- to agree on the format and content of the drafl Businicss Plan

- tn decide on the format and content of funding proposals o be included in the
Business Plan

Interaciive working between the client's projects team and consultants

Stage 3 requires the consaliant to review the draft Business Plan prepared by the client’s
project team following receipt of the consnltant’s reports from siage 1 and stage 2. This
will require elose collaboration hetween the consultant and the project team. Discussion of
these two reports and input/fecdback between the client and conxultant will be crucial.
Tt i envisuged that a consultalion meeting, in Zanzibar will be required prior to the start of
stage 3 hut subsequent 10 the delivery of the reports from stage 1 and stage 2.

Presemtations to investors gnd lenders

The consultant will be required to assist the clien in presentations 1o selected investors and
lenders as follows, in sequence:

a) In Zanzibar after completion of stage 3 - oneday
by  To Dar-es-Salaam - oneday
¢) To African Development Bank in Abidjan - onc day

dy  Other parties in other cities maximum of four days

1R
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5.5.5

5.5.6

Terms of reference

GOZ plans 1o establish a licensed financial institution to carry out microfinance opcrations
in Zangzibar. The new company will be catled “Zanzibar Microfinance Lid” (ZML).

The operations will involve direct lending to individuzls ag well as lending to groups and
co-operatives,

The wark of the consuitant wall be in three stages, the fivst and second of which require
reports to be submitted to the client.

The second siage requires:

- An understanding of the proposed characterigtics and plans for the microcredit
operation as currently envisaged by DID and Other Government Depurtments

- Completion of the first slage (demand/supply market survey)

- The third stage (Review of Business Plan prepared by client) requires a review of
the Busincss Plan for presentation to potential investors and lenders and camnot
effectively be started until the consultant hus provided the reports required 1o
complete stages 1 and 2.

STAGE 1:
Carry out g demand and supply study 0 Zanzibar using an agreed hasis of (a) avigluble
reports and data and (b) ficldwork’. The study will be based on the following terms of
reference:

Business, demographic and social characteristics of evisting entreprenewrial activity at the
smal]l and micro levels in key areas.

Potential types of talcro business opportunities assoctated wath characieristics of potential
demand in 1erms of loan size, use of loans and term of loan.

Survey of access by small entrepreneurs to suitable financing tastruments and the potential
availability of funds from savings.

Estimates of existing supply and levcls of services provided by established institutions
involved with micro credit and a listing of such institulions with tiotes on how these
institntions are funded.

Preliminary identification of one or two institntions in both Zanzibar and mainland
Tanzania with which ZML may consider it worthwhile to form a business relationship,
including equity partnerstup or a partnership providing certann technical support services.

The Demand and Supply Study will indicate and include appropriate sectiong, which may
be included in the Business Plan.

7 [nduskriat Developaient Suppart Fund for private entvepreneur developmenr for micco, small and medium scale
industeies, 0.1, Zanzibar, March 1997; industrial development Policies and Stratogies for Zanzihar 19982008,
D.LD., Zanrihar 1497 and other rajevant repatts.
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6.1

6.2

Completion of this first Stage requires suhmission of a Report detailing conclusions am
providing data and amatyscs,

STAGE 2:

Specifications of policies, operational structure and business processes designed to achiev:
opumal vield, cost efficiency and effectiveness,

- Propused lending policies and bomnawer ¢riteria

- Detenmination of lending rate policies

- [.oan origmation, documentation and disbursements

- Loat adnunistration and collections

- Staffing and office location needs

- Transaction cost management at jow levels of lending

- Identification and estimation of operating costy

Specifications for company structure, and start-up requirgments as follows:

- Recommendations on structuring the compuny and its operations in view of th
issues identified in Stage 1

- Tdemtification and estimation of establishment and pre-operaring costs

- }dentification of suitable sources of funding

- Outline of proposal for technical seivices agreement with a manland or othe
institution

- Staff training requirements and recommended programme

The logistics study will indicate and include appropriate sectiony, which may be included 1
the Business Plan.

Completion of Stage 2 requires presemation of reports detailing the related conclusions an
specifications.

STAGE 3.
Review of the business plan prepared by the client hased on the reports provided by ¢
consullant i stages 1 and 2.

The Business Plan will cover:

- Crwnership and corporate govemance

- Programmes, partnerships and alliances

- Demand analyses

- I'uture developnient of the business

- Financing plan and funding proposals

- Finuncial objections

- Implementation plan and schedwle

- Other matlers as recommended by the consultant

The Consultants roview of the RBusiness Plan will be a Report in suitable [omm {
presentation by the client and the consuliant o poteatial investors and lenders in Zanzib
Dar es Salpam. Abidjan, Washington etc,




PROGRAMME ELEMENT No.6:
STRENGTHENING AGRIBUSINESS,
{LOVES: PRODUCTION CUM-TRAINING UNIT

Introduction and background

Prinicipally clove cultivation is done by smallholder farmers, mostty in pure stand clove area but
alse very comunon W find inter-crop with fruit trees.  The production of cloves requires feriiliser,
chemicals, hand tools, drying mats, and sisal bags; all are imported resources while coir rope and
coconut leaves woven buskets are locally available. Fertiliser and chemicals are expensive and not
uscd by farmers.

Currery degree of processing and souwrce_of growth.

There are saveral commercial processed products of clove plants, which are mainly for export
demand as local demand for cloves is negligible for hoth processed and unprocessed products. The
current prucessed products are clove buds, the most important product of a clove plant.

Picked fresh cloves are de-stemmed; sun dided for 4-14 days; cleaned to remaove dirty and defective
claves; and ther bagged.

Crther products of significance for external demand are essential oily made from clove buds, clove
stems and clove leaves. These clove products are steam distitled from buds, clove stem and leaves,

The Pemba distillery plant is still running and in good condition. Current capacity 1s 50-100 tons
per year. This capacity has not been achicved due to shortage of raw material. The degree of oil
production depends on the market price of cloves. Currently the clove market price has increased
from 600 10 3000 US dollars per ton, while the market price of oil is low and is therefore not
produced.

Production figures for the past six years, 1993-1997

1993 1.843
1993 T 4027
1995 1.576
196 10,38
1507 2,506
| 1955 7,000 {up Nov.] | T

The role of informal and formal seciors:

Informal sector deals with the primary functions of productian, hurvesting, Initial processing and
packing, crentes emplovment and generates income.

ra)



The formal sector is involved in grading, re-bagging, marketing and export.  Cloves remain s
confined/controlled product and Zanzibar State Yrading Corporation is the monopoly buyer,
processar and exporter (Z3TC).

Future growrh:

The export demand has suffered from competition in the world market. Production is declining
because of aged trecs. Dying and cutting rate of trees is high about 40 per cent. ['arm gate price 1s
very low and ZSTC overhead costs are very high. Consequently ZSTC does not offer an attractive
price to farmers.

The marketing personnel at ZSTC are either not well trained, or they lack the incentives to

appressively scarch for alternative markets or innovative products. All these factors in combination
make the long-term future growth for clove exports bleak.

Existing polley for both furmol and tnformal sectors

So far there is no efficially wiitten policy related specifically to cloves industry. However, soine
governmen!  regulations stipulatc that cloves remain a monopoly of ZSTC. Thus the
informal/private sector cannot market the crop in anyway. Likewise the individual farmer cannot
decide to uproot or cut the clove tree for any reazon without the permission of Z81C.

Recently, a new agricultural poticy has been drafted. This draft policy, which is yet to be passed by

ihe House of Representatives, proposes a gradual liberalisation of clove marketing. If this occurs,
the informal scotor and the formal private sector may market cloves.

Skifls offered in existing level of praduction:

- Crop hushandry techniques
- Grading of cloves

Thase are provided through the extension services of the Ministry of Agriculture.

Skills reguired for fiiture upgrading

- Grading of cloves, This technique is a source of disagreement between the monopoly
buyer (ZSTC) and sellers (farmers)

- Markeling

- Pracessing of new clove products

- Quality control procedurey

Lxisting training facilities:

Extensian agents — for farmers on crop husbandry and grading.

~d
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Kizimbani Agricultural Trainiig Institute - for extension agents who are awarded certificatos, also
for special designed course for upgrading extension agents and special tailored courses for farmers,
Z8TC stafl moatly is trained cutside Zanzibar even for training in upgrading,

Problems to be addressed

Production s expected to increase from the government efforts of reviving the clove industry. A
big replanting campaign will be launched with & programme of seedling productiot: to meet special
targels apnuzlly, This programme aims at offsetting old aged and cut-down trees. The programme
1s awaiting ZSTC loan approval.

Review of existing degree of skaifs.

Some basic skills-workers have some basic/practical training but most of the technical personnel
and managetial staff require either training of an effective incentive system from top management,
It is not clear what incentives the most scnior management at ZSTC faces.

Although Zanzibar i3 known for the production and processing of cloves, however, the most
modern technologies are not used. A fow Asian countries such as Indonesia and Malaysia have
adapted the newfimproved processing technologies i their production units. Consequently, they
are much more efficient in the production of good quality processed clove products. Zanzibar
could adapt these new technologies to upgrade their praducts rapidly, provided finance i3 available
for investment.

Improvement of existing products:

- Zanzibar State Trading Corporation (ZSTC) should improve their outdated export
standards (1960) o meet internatioual standards, ZSTC exports only standard quality
clovey:; a mixture of first, second and third grade.

- Production of special quality hand picked selective head cloves. This product is very
labour intensive but it is a premium product fetching higher prices,

- Low quality clove standard to be used in production of essential oils, and form part of
ingredient in masala, lofions and soap industnes.

Scope of the study for a pilot project: production-cum-training project:

A pilot project should be installed in the clove production area of Zanzibar. However, in order to
make this pilot plant & success the synchronised inputs of the local Government through Ministries
of Industrics and Trade, Ministry of Agricultare and UNIDO by providing the consultants,
processing tmaterials etc would be required. A food-processing technologist should prepare a
detailed studv for the establishment of this pilot plant. There are no major problems in installing
and starting this pilot production unit rapidly.

The estimated budget for a detailed study for the establishment of a treiting-cum-pilot plant is
estimated at US$ 60,000, This is the first step required to revive the clove industry. A second step
would require significant investment in nesv technology at the Pemba distillery.



PROGRAMME ELEMENT Ni.7:
CAPABILITY BUILDING IN PAIRY MILK PRODUCTION;
DEMAND LINKAGES WITH. THE POOREST COMMUNITIES

Latroduction and backpround

The dairy cattle herd in Zanzibar numbers about 150,004 animals; about 2/3 are poor yielding Zebu
animals which yield about 3530 kg of milk per lactation period, while the remaining one-third
comprises mainly Fresian or Jersey, or dwir cross-breeds, which yield aboul 2,800kg of milk per
lactation perind. The present estimated milk copsumption amounts to about 25 kg per capita, and
the current retail price of milk is about 300 Tsh per kg.

At the present time (1999) dairy farming is primarily a smallholder business, and state dairy farms
have either been leased or are in the process of being leased (most land in Zanzibar is ovwned by the
Govermment).

There js hardly any processing of diary produce in Zanzibar, since the parastatal dairy processor
censed operation n 1995, Significant quantitics of milk arc sold dircetly from the smalthelder
producers to (primarily neighbourhvod} consumers without being processed in any way, Milk
vendors, in the informal sector, play a vital role of transporling milk directly from producers to
consumers.  The smaflholder secior, which owns more than 6,000 head of crossbred cattle, plays a
lcading rolc {owards prosperous dairy farming in Zanzibar.

The domestic demand and preference for frash milk over milk powder in the countey is increasing.
Dairy by-products have become increasingly imporant in the infbrmal sector: Iades for leather
shoemnakers, and manure as an organic fertiliser. Meat has become an Important part of household
diets, with beef consumption estimated at 5.3 kg/capita/yesr in urban arcas.

In Zanzibar, most rural households keep much of their savings in livestock und jewelry rather than
in bank depostts. Money in bank deposits loses real value bacause intzrest rates are gencrally lower
than inflation rates: there iz considerable financial repression. Moreover, some househaolds
disagree with bank deposits paying interest because of religious principles. Thus, 1o a considerable
exlent, livestock constitutes q signiflcant ‘store of value' for rural households. Some of thasge
households have savinpe available, but sither have no time available to care for livestock, or tive in
urben or scmi-urban arcas. At the same time, there are rural households with available lebour
power, but lack the financial means for the inttial investment of a dairy cow. These mutual
interests are broupght logether in Zanzibar in an arranpement known as Kuchunga wanyama’,
tremstated as caretaking/ acting as guardians of livestock, in effect a type of sharecropping, or more
preciscly the share keeping of livestock, Krain estimated that about 70 per cenmt of rural
households had livestock, with about one-third of these households involved in the share keeping of
livestack, sharing between ownership and looking aficr livestock equally. About ope-third of alt
the cattle and goats it rural arens are kept under share keeping arrangements.”

It cannot be said with certainty that the people involved in looking after caitle and goats are the
npoorest people in Zenzibar, but these herdsmen (because, seemingly, this is an exclusively
masculine activity n Zanzibar) involved in share keeping arrangements probably come from the

 The information shown ahove was prapared in « report by Marysn Juma Abdallah, UNTDO National Consultant,
Ministry of Agricubture, Zanzibur, Docember 1699,
% Sae: pp. 116-118, Krin, op.cit., from which this tnformation is aken.



non-coral rag arcas of the country, since cattle are for the most part pasture fed and pastures are
poor in the coral rag areas.'® The people in the non-coral areas are among the poorest in Zanzibar,
Moreover, in these share-keeping arrangements, the berdsman is allowed to retain and self the milk.
Tt should be noted that the sharc keeping of hvestock should not be seen from only a commercial
point of view, Reportedly in about two-thirds of these arrangements for share keeping, the owner
and the herdsman are close relatives: father and sor, uncle and nephew, elder brother and younger
brather. Strong ties and mutual obligation exists.'’

Probloms 10 be addressed

Zanzibar's ecopomy is based primarily on tourism and subsistence agriculture. Small industries
based on raw material supplied by peasant egriculture, for the most part in the povrest rural areas,
1.¢. the non-coral 1ag areas, will increase the income of these people. The supply of dairy milk 10
the population at large will increase nutritional and health levels among pooter groups of the
population. The price of mulk available 1o the neighbows of cattle owners end herdsmen muy rise.
bui there is also the likelihood of unprocessed milk being made available to these poorest
consumers al a price which is significantly less than the retail price of dairy processed milk. A
stable market and price for milk from the dairy processor is likely to act as an incentive for the
livestock keeping small holder, and the number and size of vattle herds can be expected 10 increase,
thus increasing incomes in the poorsr rural areas. Once dairy production is established, the
opportunity will exist for the sapply of higher value added milk products such as voghurt, butter
and perhaps choese to the tourist industty.

Project activities

An important {eature of this project is that the collection of milk at the village level 15 envisaged 1o
he the responsibility of women’s groups; milk collected at this level will be mansported 1o district
milk collection centres, or dirceily to the dary processor.  This last activity may require a
government subsidy; we regard this subsidy es justified because of the impact of the project an the
income of the principal beneficianes in the rurel areas.

The salient features of the project are shown below. This table was prepared principally by Mr.
Ashish Kumar, the TTEC expert on assignment to the Government of Zanzibar: modifications have
been made to his caleulations to incorporate onc further stage of processing beyond chilled
pasteurised and homogenised milk, to incotpomie the production of ‘long fife’ or UHT milk. This
product will be a sccond best product for many Zanzibatis who prefer fresh milk, but it has a long
shelf life. The cepital cost envisaged amounts to approximately $53,000; the project is {inancially
and economically feasible, and funther details of the project can be found in volume 11 of
Developing and _strengthening resource-based industries in Zanzibar, by Ashish Kumar, 1999
available in the Department of Industrial Development, Zanzibar.

0 Ges: Reportno, 14982, World Bank, op clt
"' Ses: Krain, ibid.



Project Summary

R TR LT (L B
C.'EE,“.?{HN 5 (2.0 k) per day Le. pel year
"Eapacity umitatton " and 27 vear - 40% i.e. 1,000 [us per day
3% and 4™ vear - 60% i.¢. 1,500 lrs por day
3% year onwards — 10044 1.c 2,500 o5 per day
Location Zageibar T
Fixed investment Bllﬂding-rcntcdvEOUsq.rrﬁ:r__s (. $27/8q mefre
Machinery 34,000
Fuminrs & fidings 2,000
Pre-op. Expenses 1,000
Contingency 3,000
Yotal $40,000
Tnitial working captal _" § 8,000
Capital rtvuchure Owner's equity 10,000
Deht RER Y]
Working capital 4,000
Dmployment {7 parsons T ]
| Main raw materials Fresh milk — 1.05 Kliday wn ihe 1" and 2% year |

Source: Based primarily on Devcloping and strengthening resource-based industries in Zanzibar,
Vol. I by Ashish Kumar, Indian Technical and Economic Cooperation Programme, Devemnber
1999, The estimates for capital costs have been increased by 35000 to take account of one
additiona! piece of equipment to produce one produst in addition to fresh milk: this produet is
‘long-life’ or U.H.T. milk which some consumers will purchase because they do not have
refTigeration.




Challenges:

poor farming technologics

poot yielding varieties _

poor quality of the harvested sea weed/product, mainly with the problem of
contaminuiion by other sea weeds/green algae

poor technical informations

inadequate instinutional support

scarcity of Investments

poor industrial processig facilites

Project vbjectives

To upgrade the skills of sea weed famners and intreduce new farming and clean
processing technologies through a pilot plant operation

A well-structured and reliable/sea weed farming operation

Posi-harvest and micro-scale sca weed processing technologies Introduced in several
coastal zones of Zanzibar

Training and extenaion facihitics for the sca woeed sector strengthened

Technology

The technplogy choices are tied 1o the finished products and 1 the size of the plant

Improved fanming syatern
Hearvesting,

Drying treatments
Packaging and storage

Technological oprions

Unit A:
TInit B:

Lmt C:

A family/micro unif, cost: $ 5,000 to § 10,000 Jabour: about 5 persons

A small unit for a village (2 to 50 farmersy, cost: $20,000 to § 30,000; labour: 30 10
SU persons

A medium size unit for 8 to 10 villages (a cooperative unit), cost: $50,000 10 §
70,000; labour: 30 to 60 persons

Project activities

Equipment

Manual and’or mechanised farming, ane small fractor, ong solar dryer plus two gas/or electrical
dryers, a small packeging unit, jute bags, ete.



Personnel
- Sca weed farming requires vnskiiled workers
- Processing treatment is more delicate and requircs specialised technicians, training in
seawecd processing factory

- When seawecd 18 procesaed and packed, @ marketing manager/technician is necessary

Ouality conerol
- Degree of humidity
- Microbiological tests w cheek the contamination with fungi/bacteria ete
- Test for the performance of equipment, and of the quality of the processed seaweod

Diseriburion and commarcialisation
- For exporl, products are sold to industrial processors in good hvgienic and well
packaged baps
. For stratsgic export, an introductory commercial partner/user is recommended

Finaneinys
The invesiment/turnover ratio is not agh.

Other specific problems: No waste management is required, as the processing technology leaves no
waste,



Agro-processing alternatives
A pilot and traaning plunt lor seaweeds processing: technological options

A Upgrading the sca weed production and harvesting technologies
B. Upgrading drying of sea weeds: simplest 1o most modern processing technologies

Harvesting of sca weeds

{Only fresh scaweeds — brown and whitest/yellowish shonld be dried)

|

Sorting and inspection
I

Discard green and damaged weeds

4

Washing with sea water
U

Draining
|l
Cutting by hand
{Options: seaweeds may be driad wheledentire bramehes
I3
Placing /spreading tu thin layers on trays
{about 3 to > kg/m2)

Il
Salar, gas or electrical - Drving - Sun (cpen air)
Dreying chanibers (with controlled { Lo maisture content not »6%,
Temparature 50 to 60°, and air Infections with bacteria,
flow humidity, no contamination) fungus, nseels)
infection)
U

Dried sea wesd
(whitish/brownish 1 colour)
Iy
Packaging
{preferably in jutcairy bag)
|}

Storage in dry places

Iy
Dlivery
Intcrnational inputs
Food processing (echnologist 3 wim L'S§ 45,000
(split mission 1 month x 2. 4 months advice via
email; 1 ¥ days per week)
Multidisciplinary design and construction team 12 wim LSS 40,000

(design engineer, food technician
focal recruitment, KTC etc.]) (Sub-contract)



Equipment

Prototype drvers

(KTC construction, Type A and B drvers)
Compurer and peripherals

4 wheel-drivc vehicle

Other cquipment (humidity, temperature, ere)
Miscellaneous

Listitnated cost

EY

US$ 50,000

US$ 4,000
118% 25,000
USE 5,000
US$ 10.000

US$179,000




PROGRAMME ELEMENT No.4:
STRENGTHENINCG THE CAPACITY
OF THE CONSTRUCTION INDUSTRY AND THE BUILDING MATERIALS INDUSTRY
(CLAY)

Introduction

It t5 essential to undertake a detailed smudy of the buillding construction, and of the feasibility of
produciion of clay based building matenals (brcks, roofing tiles) in Zanzibar. Both industrics can
employ significant numbers of unskilled and semiskilled workers.  Government policy places a
high ecmphasis on the domestic supply of goods and services to Zanzibar's lounst industry., These
two sectors huve the possibility of supplying very significant inpuls to the construction phase of
tourism invesiment,

Problems to be addressed: building vconstruction

Retween 1995 and 1999 the number of hotel heds increased from 1.704 to 4,981, and the number of
hotels, guesthouses, lodges increased trom 56 umls (o 168 units. 'The construction industry has
grown rapidly and in 1997 its share of Zanzibar's GT {at facter cost) amounted to about 16 2 per
cent; over this same penod growth of GDP has been about 3 per cent per amnun,  Cutrently a
number of hotels are under canstruction incressing the slock of hotel heds by 500, and reparredly
planning i3 well m advance Tor a nomber of new hotels. Some $60 million has been invested in the
tourism sector in reeent yeans in new hotels. Moreover, of the existing stock of hotel rooms. some
20 per cent are in need of major or minar renavalion and repair.

Reporedly, however, Zanabar buillding confractors are not wmuch invelved in resort hotel
construction. This is despite the fact thar Zanzihari heach haotels, although atiractively desigoed, do
not present formidable constructian difficulties; most are single story, very often on the bungalow
pattern, i.e, basically small 2 or 3 room houses. In few cases do hotel buildings exceed two slories.
Reportedly, domestic contractors find their main source of business on domestic dwellings and
commercial buildings for Zanzibaris. Reportediy, hotel owners proceed on the basis of (forcipn)
atchitect’s plans. and they dircely cmploy enpincers, supervisors and menual workers, these lartter
often on a daily paid basis.

The banking system in the country is 1 greal difficulty. The two major banks are technically
insolvent (NCB and ZPRB), and scheduled for restructuning and privatisation. Credit - cssential in
the construction industry worldwide — is almost unavailable; where available its price is high.
Moreover, worldwide, civil construction is recognised to be risky; bankruptey is frequent. All these
factors represcnt scrious barriers Lo be overcotme in the sector, Tt is alsa likely. however, that in the
relatively near future the banking sector could be placed on a sound footing. and this will alleviate
one of the mejor constraints on the construction sector,

Objcctives

The issue 19 whether there are other {actors, which deter the domestic vonstruction industry [Tom
fully patticipating in booming resort hotel construction. This is the focus of this suggesied study:
o determine the most important factors facing the Zanzibar civil consttuction indusity and how
these factors can be overcone.



Specific objectives to be addressed by the etudy will include, inter alia:

a. The current situation regarding the success of domestic civit construction contractors

in successtully competing for hotel building contracts particularly for foreign owned
hotels:

b. The extent to which the poor financial state of the banking system presents a major
batrier in obtaining working capital apdfor wuarantces for financing work-in-
progress;

c. The likelihood of operators in the indusuwy successfully accessing credit from a ve-
invigorated Zanziban banking system;

. The likely position of building contractors from Zanzibar vis-4-vis competilors from
the mainland and from Kenys,

c. Other relevant factors pertinent fo the competenice and competitive ability of
Zanzihari building constructors, such as skills in preparing buillding estimates,
planimng and technical skiils, availability of basic equipment ete.

Problems to he addressed: ¢lay-based building materials

1t is perfeetly feasible lor part of the proposed study on clay-based building materials 1o be carried
out independently of the study on the building construction industry. However, il (his is dong, it is
emphasised thet both studies should be done concurrently and that there should be close co-
operation between staft responsible for the required analysis of the market and marketing of
bujlding materials, and staff responsible for analysing the aconomics of the construction industry.
This i3 because the construction industry is the main pwehaser of building materials.

Reportedly, the country has depasits of good quality clay and attempts have becn made by micro-
operatlons in the informal seclor to manufacture clay bricks. However, possibly because of poer
mixing of the raw clay, and/or the use of incomect and uneven temperature in crudely made clay
kilns, the resulting bricks ave of very poor guality. There may also be @ further techmcal problem,
namely the method used to dry the formed but unburnt clay bricks prior to their baking in the Kiln,
the moismre content of the raw bricks, the homogeneity of the clay etc.

Ay indicated below, under ‘scope of the study', two wnnovations are insorporated in this study as
follows;

a. The study will be used 10 implement co-operation betweoen the domestic higher
education system and domestic industry. DBoth the Karume Technical College and
the University of Dar-es-Salaam have on their staff highly qualified professional
enpincers and their faboratories contmin some of the equipment required.

b. In Zanzibar, potentially both the informal/co-operative sector and the small/medium-
scale business sector can be engaged in brick and roof-tile manufacture. Both types
ol potentlal producers require relatively simple R&D assistance, and will require in
the fulure testing services (e.g. compression tesis on c¢lay bricks, moisture content
tests ete.).  However, the implications of two types ol potential produccers,
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manufacturing bricks on two ditferent scales of operation, are that two types of
lechnology will be usad. 1t should be reculled here that clay bricks have been
manufactured, worldwide, for hundreds of vears. The technologies used can be very
simple to fairly complex (i.e using tunnel kilns. automatic (cmperawre control,
autoniated drying and finng, sutematic monitoring of molswre content, ec.). An
essential part of this study are two recommendations on technological choice linked
to market conditions

Project activitles

Specifie activities to be addressed by this study will inelude, inter alia-

Technicol

Economic

a

Idenuification of at least six clay deposits in Zanzibar, approximate estimate of the
voiunie of each deposit, and the Lesting of clay samples from cach deposit; it is
desirable that wo or more of the clay deposits shouid be in the non-coral rag arca;

The laboratory testing and munulacture of clay bricks and tiles from samples
crllected as in para a. above to determine opiimal rates of drying, kiln tcmperature
and rate of temperature incresse and other technological parameters.

The selection of two or more technological processes, one of which should be within
the competence of vperators {ram the informal scetor (at an educationa! level equal
1o that of a graduate from one of Zanzibar's teehnicsl secondary schools),

The aclection of a second technelogical process which might be attractive to a sme)l
business firny, emploving suy, tess than 235 workers.

An indication of the coumries, and approximate costs, of all cquipment required in
the manufacturing processes wdentified above. Due account should be taken of the
avallability of cquipment produced in other developing countries.

An cstimate of the existing and future markex for bricks and Liles produced on (1) a
raicro-industrial scale, possibly intermattent production eic.; and (ii) a smal¥medium
industrial scale, with the hotel construction and upmarket domestic/commercial
Zanzbari market as the major purchaser,

Preparation of brief business plans, taking into account capital and operating costs
derived trom the ‘technical’ scction above, of the various technological processes.
In these busingss plans, the cost of short-term credit should be taken 1o be the current
ratc of inflation plus about 7 per cent per annum,

IN.B.  This {eevnoniic) part of the scope of ihe sindy should be undertaken in
consubtativn with those responsibte for the studv on the ballding construction
induwsiry,]



Team composition and input (consiruction industry)

A multi-disciplinary team would be required to carry out 1his study. The team composition and
estimated time/inputs may be as folfows:

Work-months

Building/construction business econamist 3 w/m US$ 43,000
Building/construction engineer ] wit USS 15,000
Exlernal proccss engineer {mechanical or chemical) 1.5 wim UJS§ 22,000

(2 x 1 weok split mission; e-meil advice between missions)

Team composition nnd imput (building materials industry)

Team of ¢ivi] and mechanical cogineers, Geologist, 12 wim UUS$ 36,000
drawn from Karume Technical Colfege & D es S University
l.ocal travel — Tanzaniy LISS 10,000

Equinment

Computers and printers x 3 (and peripherals) 1S 12,000
Other cyuipment (testing} US$ 10,000
4-whoel drive vehicle JS$ 25,000
Miscellaneous 1S3 (0,000
Listimated Total US$ 185,000

Overview envirohmental assessment

NOT APPLICABLE

BBullding materials industry (clay)

The small/medium business operator of a brick/Gile works will be located close to or next to & clay
deposit.  Overburden removal and quarrying operations will be unsightly but relatively minor.
Chimney smoke (probably from an oil-fired kilny will pollute, but localised pollution can he
minimised by chimney height,

The volume of lTorry traflic in the vicinity of the brick works will increase,

Environmenial management plan

The EMP must consider the following:
) Proper plant design/chimney height ete to minimise smoke polluion in the vicinity

B) Allernative siting of plant involving trade-ofls between costs associated with plant location
and unsightly but small gquarry.
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PROJECT PROPOAL No.10:
CAPACITY BUILDING:
A TRAINING POLICY AND PROGRAMME FOR STAFF TRAINING AT
GOVERNMENT AGENCIES IN ZANZIBAR

Introduction

An outline is provided below of a training policy and programme for staff training together with
measurcy for strengthening e capabiliies of two government departmentsfapencics.  These
suggestions are based on for the most part brief discussions with officials, together with a critical
exuminalion of backpround policy documents, which may or muy not reflect official policy. In the
main body of this Report, i.e. Part I, and especially in Chapter 5, a munber of policy-oriented
shortcamings have been criticised. Tn part these shorteomings efleet the requirement 10 huild up
the capability of statt and the resources that they use. In addition, it may be the case that these
shortcomings may bc inherent in all government departments, we do nat know, since our contact
with officials of other departments was very much briefer than with the departments cited.
Furthermore, policy documents and imformation relating to these other departments were not
analysed. Almost certainly, policy tergets arc constantly shifting: Zanzibar is i a state of policy
truasition and economic tmnsformation; some documents date from 1997, And lasily, some
shortcomings may reflect disagrecmnents/ incoherence ai ihe political level, since these departiments
{ul]l witlnn diflerent ministries.

Ieoblems to be addressed
A. Strengthening the Capabllity of Deparitment of Lndustrial Development

Zanzibar has moved a long way lowards a marked hased economy and a rcliance on privaic
mitiative. Y1, as spelt out in Chapter 5, policy signals and proposals are identified which appear 1o
remove control of initiative away from the pnvate sector. Stully seem to lack important economic
knowledge and information relevant to investiment decision-making.

The main policy thrust in the depaririient Is towards providing an enabling environment in which
the small scale and micro-enterprise sector can thrive, Staffs do not appear to have the required
cconomic/business skills, or other necessary skalls, to create this enviromment 1n support of industry
particularly at the micro-enterprise level.

There appears, also, to be a lack of understanding of the nsks private investors face from
competition, whether from products manufactored in Zanzibar, or from products, which erc
imported from the Mainland or elsewhere. The tmplications of trade hberalisation seem o be
misunderstood. Lastly, there seems to be a lack of eoherence and focus betwsen the activities and
responsibilities of DIL and ZIPA. Examination of documents reveals an uncertamty of the precise
role nf both agencies, especially in repard to the promotion of wrnall buginess and Investent by
domestic 1nvestos,

Zanzibar's small busincss and micro-enterprize sector is virtually starved of working capital and
term financing, When conditions in the banking sector change, DID will be bombarded with calls
for advice; DD must strive to ensure that it has the capability to deliver this advice




There is elso the problem of accessing current economic mformation and change in the wider
wortld. Zanzibar is small; its cconomy is relatively open. The staff of 1D must be in the position
to anticipate economic changes outside Zanzihar where these changes impact upon their domestic

clientete,

There ts the further problem of staff management skills, i.e. personnel management in ensnng
stalf provide motiveled and competent services in a business-like fashion when interacting with the
small business/micro-enterprise sector.

Project objectives

These problems can be overcome only on the basis of specialised educalion and an-the-job
training. re-education and retraining and experience, and further reeruitment. The need to traln and
retrzin, ete. will not be a onc-off eccurrence; a1t will recur peniodically in rexponse to change within
the economy. There wiil be the constant work related need to update knowledge, information,
capability and skills, as has ocourred indeed in response to the economic changes of the last 10415
years.

Both problerns, i.e. education/training for specialised business skitls, as well as keeping up to date
and ‘on 1op of® current economic wends and economic information, ¢an come near to being solved
through (he use ol the desktop P.C. and the Intersict as well as other distance learning arrangements,
Moreover, this solution can be relatively cost effective in the area of specialised education and
training; no costly airfares, tuition fees, maintenance expenses away from home etc.

The only exception to distance learning arrangements {s with respect to on-the-job trajning and (he
gaming, of practical experience in assisting micro-cmerprises to acecss finances.

An elgboration of the problems identified uhove is contained in Part T of this Report, particularly in
Chapter 5. An outline is provided below, under *Projeot Activities’, which go some way towards
overeoming the problems described above., These project activities link the provision of cost-
effective, tightly focused, training arrangements o incontive arrangements for stalY performance;
the supply ol modern equipment t© the Department will strengiben its ability in providing the
enabling environment for private sector industry in Zanzibar.

Specific objoctives

{a) A departmentai (raining policy and manpower plan consistent with support of government
industrial development priorities.

(bt} A computer literate staft.

{c) Departmental staff equipped with the necessary skills in providing services supporting
industrial development policy.

{d) A motivated stalf.

{e)  The provision of resources supporive of the objuctives above.
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Project activities

()

(b)

{c)

(d)

{c)

)

{@)

The provision of basic training i the use of the computer for e-mail, lnternet access,
information search and retricval etc to all stafl members.

The provision of stall teaining In specialised areas, i.c. tightly focused course modules,
throngh distance leaming arrangentents, for all staft members.

‘The design of a departmental incentive system through the provision 10 specialised training
1¢. in persomme! management and motivation, 0 a senlor departmental officer using the
arrangement in (b) (1his Officer) will serve as national counterpart to the project)

On-the-job tmining for 3 swff members, 3owonths each. with an adeguate cducational
background (a diploma or first degyee in economics, business studics ete) at un sppropriate
mainland ageney engaged in micro-credit advice or provision,

Providing and scheduling uccess by staff to departmental compulers durnp out of duly
hours.

[esign of a draft provisional departmental training policy during the first month of the
project by the international expert and the national co-drdinator,  This drafl should be
finalised in the 12" month of the project, together with a manpower plan for DI,

The international expart and the national co-ordinator shall interview all staff 10 detcrmnine
their training and skill requirements against a backpround of the department’s policy
prionties, al un vacly slage of the project.

An indication is given in Amnnex 1 of this programme element of the structure of the DID and
provides 2 summary of the educational qualifications of the staff of the department.

International inputs

International inputs cotnprise three componcnts: (3) expert assistance; (b) resources 10 be used for
distance learning tuition costs and to defray the costs of on-the-job training in Mainland Tapzania;
and (&) equipment costs,

Lxternal Expert Assistance

Work moriths

| Economist with experience of speeialised economic

training and short courses in econmmics 6 wim S8 90,000
(Split mission over 1 year, | months, 1 month, | month,

aver 9 months perled available to provide advice vver the

Internct, cyquivalent to 4 days per moath)

Training

Resources for distance learmng ete over 3 year period LIS$ 250,000



Leuipment cosfs

4 compuiers and peripherals/other office cyuipment LIS$ 16,000
Other office equipment, FAXs etc. US% 5,000
| 4x4 drive Vehicle USE 25,000
Miscellaneous LSS 10,000
Eatimated Cost 118§ 396,000
PAF "FOR USTRIAL D
Nawme of country: Zanzibar Tanzania
Name of organisatlon: Department of Industrial Development
Trade; Industry and Marketing
Pasition: Department Staff (Manpower allocation)
Direcinr
Scer &Thocum Indhast Into Cen
I 1
'{tu:lustri:ll1 Mbpnlioring Indue Develap F’romoticl}l [ndust Planning Serviccs
’ | i t |

1 .j l
i 2 3 4 b ] 7 & ’9

Orgaunisation Chart for the Department of Industrial Development

—

Industriel licensing
2. Industrial monitoring
3. Norms and standard

4. Women n development
5 Promation and entreprencurship development
6. Industrial extension service

7. Programme and credit

8. Industrial statistics
9. Project preparation and appraisal
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Departistent for Industrial Development (cont'd}

a. Industial momlonng: BSc(Eng); Diploma l'ood Processing; Advanced Diploma
Tuxation

b. Industrial Promotion Services: MScflnd Man/Eng); BA (Heonontics), Adv, Cert, of
Sceondary Educ.; Diploma in Languapes

¢. [Indusrrial Planning Service: MAC {Heonomics), Advanced Cert of Sceondary
Education; Advanced Diploma in Accounring

d. Direction: MSc (Engineering)’ MSc (Metallury)

B. Strengthening the capability of the Zanzibar Tnvestment Promotion Agency

Problems (o be addressed
ZIPA's main function is the promotion of domestic and foreign private investment in Zanzibar,

Since the implementation of the Investment Prometion Act in 1986, ZIPA has been successiul in
obtaining letlers of intent from prospective investors who have envisaged the investment of $4.4
hillion of their resourees in Zanzibar, While a number of important investment projects ame still
under active consideration by these privaw invesiors, and construclion/ mmplementation is
underway in a small proportion of the sumn ideatified above, so far actual investment has heen of
the arder of $131 million, or 3.1 per cent of $5.4 billion.

ZIPA is of the view that this low percentage of 1nvestment funds aciunfly implemenwed may be the
result of poor appraisal and monitoring techniques, ZIPA takes the view that “new strategies need
o be conceived and laid down In  promoting, appraising and creating an investor friendly
environmeni. For this reason, it has proposed a strengihernng ol the capabiiiues ol ZIPA. We
concur only partially with this view, as indicated in Part | of the Report, especially in Chapter 5.
‘There is a depree of incoherence between the activities of ZPA and DID. Morcover, the role of
both institutiony needs to be more sharply focuscd,

ZIPA needs to focus more sharply on its main role, of promotung investmetit, Whether from the
domestic private sector of the torcign private sector. lis crucial role is the promation of invesunent.
This role, 1 successlul investment promotion agencies elsewhere in the developing world, or
among ‘economies in transition, in Eastern Hurope’, docs not include the appraisal of private
investment or the *Privatisation of Divestiture Enterprises™™  Investment appraisal is a role usually
reserved [or those — in the private sector or in Governmenl — whose Tesouncey are put sl Tisk in
some proposed investinent project. With regards to the privatisation of State-owned assets (c.g.
Zanzibar's Llectric Power Ulility), major decision-making is usually reserved for a core department
in the Mimstry of Finance and/or Planning, or Government Agencies in which these Mimistnics are
strongly represented.  These Ministries have to be very much aware of any costs and benetus
invelved in the disposal of state assets. In contrast, any Investment Promotion Agency must be, as
it were, ot the side of the domestic or forcign privaie investor. The two funclions, i.c. being on the

12 Gea: Project Proposals for Agsistance to Zanzibar tnvestineat Prametion Agency. ZIPA, Guvenumens of Zanzlber,
September 1995,
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sida of the pnvate investor, and care 1o the disposal of slate assets, cannot be perfermed,
satisfactorily, by the same agenicy. This 15 not o say that ZIPA showld not promoie the sale of the
State Clectricity Company; but this role dogs not in any way involve negotiation of this sale.

There is a similar blurnng of the role of ZIPA with regard to the responsibilities of the DID.
Morcover, there is no 1ole for Z1PA with regard to “entreprencurial development’.'”” Why should a
state funded agency provide cantionary advice to a private investor willing to place, say, $100,000
al risk in an investment? Such an Agency should be verv active v persuading such an investor
take such risks. These private investors have no ditficulty, and can afford, to acoess advice from
their own financial consultants and lawyers. The promoticnal services ZIPA should provide to rich
investors are unrelated to the essential services that DID should provide to the small business and
micro-enterprise scctor. DITY stands in relation to these small investors as financial consultanis and
lawyers stand in relation to dch investors.

If the staff of ZIPA were better trained, it is certain that more private investment would be madc in
Zanzibar. [t should be noted, however, that such training though nccessary is i o way sufficient
in persuading private investors to implement prospects. Other factors {as indicated elsewherc in
Part I of this report), are outside the control of ZIPA, will also be necessary.

ZTPA has proposed a training programine, which involves the provision of short courses and long
courses 10 staft. Thesc courses all mnvplve travel and residence outside Zanzibar; this is not cost
effective, i.c. the volume of resources spent on this type of training activity, whether derived from
the Zanzibar Government or from a bilateral or multilateral donor, would be hetier spent elsewhere
in the Zanzibar's economy (£.¢. in subsidising, say, the collection and wansport of milk in the non-
coral rag arcas, see Programme element No.7)

ZIPA has propased that 23 short courses be provided vatside of Zanzibar for officers, in the
followiny arcas:

(1) Appraisal af investment projects;

(ii) Promotion of investment opportunities;
(ti1)  Monitoring of investment projects,

{(iv)  After-care scrvices

In our view, us noted above, the activity of investment appraisal has ne place in ZIPAs activities,
The other aress arc legitimate - promotion, monitoring and after-care. But invesmment promotion is
smuch more important that the other two areas. As with the waining programme we have proposed
for DI, the most cost-effective way of providing this training is through the use of distance
learning arrangements, including both correspondence courses and onliny training courses via the
Imternet.  Moreover, such arrangements would provide the valuahle experience of what other
developing countriss do (o attract private investment — the most successful countries all have
WebSites providing information on the advantages ol investing in their countrics. Moreover, the
use of the [nwmet will allow also staff to access much useful practice and up-todate lested
research which would allow them to porform their work related 1asks more cifectively. A well-
designed Weblage can provide information on Zanzibar to prospective investors.

With regard to the long course proposed by ZIPA for their stafY, these twelve courses are all at the
post-graduate level, and include six at the Masters Degree level. No doubt, all the staff involved

B See: ZIPA, op.cil,



would perform their job related tesks mere effectively should they receive such post-praduate
iraining.  Butl again, such training would be much more cost effective if provided through
correspondence courscs and online distance leanunp. A varety of such course progrummes atc
available online. In particular, we would suggast that the two officers s¢lected to follow Masiec's
Programme in Economics, by teseatch, focus on the possibilittes offered by globalisation in
mserting a production location in Zanzibar into the global productiun chain and on the factors
which define an enabling cnvironment for private sectar provwth. Two Masters Degree dissertations
investigating these issues with respect 10 Zanzibar would be valuable to ZIPA, and the participation
of these two graduate studeals in the discussion forums onlme, which accompany such courses,
would be unique.

The strategy adopted it providing fraining to ZIPA should be similar o the strategy with DID, i.e.
an effective computer and office system, plus distance learning. As with DID, a similar objective
should be an elaboration of « training policy, manpower plan, and a senior officer in ZIPA (the
counterpart) taking responsibility lor training within Z1PA.

Specific objectives

(n) A departmenial training policy and manpower plan consistent with support of government
industrial development priorilies.

(b) A computer literate statf.

{c) Lepartmental stafl equipped with the necossary skills in providing scrvices supporting
industrial development policy.

(d) A molivaled staff.

()  The provision of resaurces supportive of the ohjectives ahove,

Project uctivities

(@) The provision of basic taining in the use of the computer for e-mail, lawrnet access,
information scarch and retrieval ¢ie o all staff members.

() The provision of staff iraining in specialised areas, i.c. tghtly focused course modules,
through distance learning arrangements, for all staff members.

{c)  The design of a departmental incentive systen through the provision to specialised training
ie. in personnel management and motivation, 1o # senior departmental officer using the
arrangement in (b) (This Officer) will serve as nutional counterpart to the project}).

(d)  Design of a draft provision departmentul waining policy during the first month of the project
by the international expert and the national co-ordinator. This draft should be finalised in the
12™ month of the project, together with a manpower plan for ZIPA.

{e)  The intemational cxpert and the national co-urdinalor shall interview all staff  determine
their traiuing and skill requirements against a background of the Agency’s policy prioritics,
at an early stage of the projoct.



International inputs

laternational inputs comprise three components: (s} expert assistance, (b) resources to be used for
distance learning tuition costs; and (c) equipment costs.

Fxpert 4sqstance

Work months
1 Econoist with experience of wvestment promotion 6 wm USE 50,000
and husinessfeconomics formal courses (Split mission over
| year, | months, 1 month, 1 month, over 9 months period
available to provide advice over the
imnternet, equivalent to 4 days per month)
Training
Resources for distance learming etc over 3 year period US$ 100,000
Fepipment costs
3 computers and peripherals/other office ¢quipment US$ 12,000
Other office equipment US$s 5,000
Miscellaneous US§ 10,000
Estimated cost USS$ 217,000

C. Woarkshop on economic transformation and (ransition
Problems to ko addressed

There nceds to be a better understanding by the staff of DID and ZII'A, as well as other government
istitutions, of the problems presented by the change in the economy to one govemned by free
market principles and liberalisation, while bemng restructured from a peasant based agriculiural
production system to & rourism based economy.

These wide ranging problemns (discussed in Part 1 of this Report, especially in Chupier 5) relate to
issues such as:

{a)  Theimpact of tradc liberalisation.

{t)  The supply of infrastructure services

{c) The regulatory and promotional systems

{d)  Prowvision of new arrangements for educativn and traming

{e)  The role of the banking and financial avstems on the supply and allocation of resources
H Policy coherence and the focus of various government agencies



Specific objeetives

(@) A hetter understanding ol (he implicationsz of the two major ecconomic changes in Zanzibar,
identified above, by the stalf of DI and ZIPA, as well as other government agencies;

(b) Greater effectiveness ol the staff of the two agencies identified i {4} in providing
administrative services, which support the major policy priorities of the Zanzibar
Govermment.

Project activities

The delivery of a series of lectures and the prescntaton of two case studies at B Workshop mounted
for the statf of the Department of Industrial Development and Zanzibar Investunent Promotion
Agency, as well as the staff of other Ministries; participation in the discussions which form an
integral part of the workshop.

‘The wotkshop should take place over a 3-day period, from about 15:00 sach day, which should
allow adequats time for the presentation ol the loctures ste as well as for the ensuiny discussions,
which are an essential element of the workshop.

An cutiine of the workshop 18 shiown below:

Outline of the Workshop

1. (1) Tnvestment promotion, investmen! appraisal and investment
regulation; theit similarities and differences.

{b) Which apency does what, and why:
(i) Promdtion agencies
(i)  Investment parmers sod hanks
(iiiy  Regulators

2. Elements of an enabling environment:
(1) The niacro-economic civironrment
- The rate of inflation
The interest rate

{ily  The regulatory environment:
- Transparency
- Licenses: discretion and non-discretionary
- The physical infraswructure
«  Transport
v Lltilities
- The legal infrastructure
*  Treaty committnents and enforcement
» Coniracts and their stability
- The efficiency of the lezal system
- Policy stakilily
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7.

8.

(i1}  The social environment
- For foreign direct investment
- For domestic investment
- Necessity for educetion and training

{iv) Suppoit for the small business and micro-enterprise seclor
- Extension services
- Advice on borrowing
- Advice on technology
= Advice on quality
- Advice on market and marketing

Ovetheud and other costs
- In production enterpnses
- In scrvices providers
- In banks

Intlation rates, wnterest raics and the risk premium in tank lending in 8 modemn economy and in
& PooT economy.

Commercial risks and political risks in borrowing, lending and investment.

The economic implications of moving from a command economy to a market based sconomy
in a least developed countries with an open trading system

- Incentives in the market for products

- Utility costs

- Monopoly and monopsony

- Employment and ermployment opportunitics
» Performance meentives and disincentives
* Training and retraining

- Problems of the transition

The economic implications of moving from an cconomy based on agricultural snd agro-
indusiry to an economy based on 1ourizm and manulacturing linked to globalisation,

- The supply of scrvices to tourism

- Implications for education and training

- Cultura! risks and opportunities

- Problems of the tansition

- The role of the civil adminlstration

- The petfurmence of the ¢ivil administration

1he presentation of two case studies, loasely based on Zanzibar Projects to jlustrate the above:

- Supgar project (unsuccsssful)
- Dairy milk {successful with subsidias)
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Internationad inpuly
Warkweeks

2 Experis n cconomics. (with experience of the 1ssues 1 wim US$ 15.000
identified above)
{(Split mission: | expert 2 weeks, for collegtion of ¢aze 0.5 wim 1ISS 10,000

study information and discuszion with DID und ZIPA | and

2 experts 1 week each for the training workshop) and {or 0.5 wm LSS 10,000
private discussion with senior officials

Domeastic innuly

- Provivien of workshop facilities, facilitating staff participation in the workshop.

- Mission ot one senjor official from DID or ZIPA to discuss the organisation and focus of the
workshop with the organisers of tic workshop (costs approximately $5,000 to be borne by the
workshop as ubove)

Lstitnated costs USS 40.000
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PROGRAMMY ELEMENTS No.11:
STRENGTHENING THE CAPABILITY OF THE
KARUME TECHNICAL COLLEGE

Problems to be addresscd

KTC is a woll-organised technical college with a well-qualified teaching stafi that have been able to
keep the squipment and workshops of the college in good condition. The college faces the
following problem argas:

1) ‘The need for flexibility 1o course structure and course delivery
i) Direction of expansion

iii}  Reoewal and expansion of facilities

v} Industry/education linkage for applied rescarch and development

Flexibility

Cutrently there are 220 students eqrolled at KTC. That 220 students have been attracied to KT'C is
due to the fiwt that almost allt these students are in receipt of tuition scholarships from G.0.7. In
the medium term, this 1s unsustainable in 2 country with per captia incomes in the reglon of $300
p.e. Moreover, the Government of Zanzibar has accepted the principle of the use of price
mechanisms for tuition costs.

One way out of this dilemma is the expansion of work and study programmes, siunce at present
students spend 10 woeeks each year on supervised on-the-job traning; these work and study
programmes ¢an range from 1 day plus 3 evenings study per wecek, to 6 months study and 6 months
work per year; it 1s essential to combine work with stdy, for both civil servants and for ordinary
Zanzibaris. This is onc of the implications of relisnce on private initialives,

There is also the need for flexibility in course structure, ie. contenl, to allow within the five
departments preater choice of subjects, particularly in the second and third year of the course.
Students also need to be kept informed of career patterns, especially opening and clositg of future
Jobs opportunities,

Direction of expansion

KTC is loolang, cummently, at the following passibilities:
a) A diploma end advanced diploma with the aim of providing advanced studies of thuse who
are successlul in existing Full Technician Certificate (FTC) courses
b} Autgmotive drivers’ cducation
¢} Commercial cooking
d) Diploma in compuler science
e) Computer maintenznce workshop
f} Department of quality control
g) Establishing of vocational training cenires
h) Tmptoving sports complex
1) Improviug the hostels
1) Improving the library, laboratories and workshops



Ay elaborated in Part 1 of thus report, we have major reservations regarding (a) and (d). The most
important item is (i), and in decreasing ordar of priority (h), (¢}, (ch, (b), (£), () i.c. as follows, with
the most important issues at the top of the list:

- improving the Wibrary

- improving the labotatories and warkshaps
- improving the sports complex

- computer maintenance workshop

- cammercial cooking

- avlomaotive drivers education

- establishing vocationat training contres

In addition to improving the sports complex, spts should be brought into the thainstreurn of
KCIC, with the training of sports instruclors in those areas relevant to the tourist industry in
Zanzibat, ¢.. Walcr sports, other sports offered in the resert hotels etc. KTC needs to be equipped
with a gymnasium.

With regard (o library improvemente, the most essential aspeet of thia is the provision of facilities
for modermn technotogy wided study: compuiers and modems, rocrofiche readers cte, as well a3 the
provision of books and journals.

Perhaps the most umportant problem is associated with the future vision of K'1C; there are two
possible visions of K'I'C; there are two possible uends:

- more advanced instruction in the cxisting areas, ieading perhaps to the transformation of
KTC into a Universily

- & wider spread of courses, at the existing level of instruction, leading KTC in the
dircetion of a broadly based polytechnic, delivering instructional services in cost-
effective [ashion 1o wherever in the community there i3 2 demand for these services

Many of the machines used in workshops are nesr antiques; others have broken down beyond
repair. The same holds for iaboratory equipment. ‘There is the fact alse that many new types of
hand-held power tools are of increasing use in Zuansibar,

In any further education institution the importance of excellent instruction is equally only by the
importance of good library facilities; currently these are almost non-existent at KTC. Morcover,
librarias in the year 2000 must be equipped with modern computer and loccommuniculion
facilities, as well as booka and journals. The library also allows provisions or self-teaching and
private inltiative i a vast range of self-improvement programmes.

New types of eguipment will be necessary also for new 1ypes of instruction us envisaged in the

preceding section of this Propramme element, @2, sports ustruction, computer meaintehance,
commercial cooking, eic,

Industry/educarton inkage for applied research and develnpment

Industry is in & transition stage al the present time in Zanzibar, and it i5 difficult 1o precisely
idenrify the arcas 1 which applied rescarch and especially rechnolegical development are essential.



However, there are problems, which have been identified in 3 programme elements in this report, in
Building Materials (clay), Seaweed Processing and lee Containers.  The budgets for these 3
projects all contain clements to fund testing and design in these product areas. An essential part of
KTCs infrastructure in delivering services of this type and indeed in the development of new
courses envisaged under *Dircetion of Expansion’, is that each staff member has to have easy
actess o global scientific and industrial -information via an latemet connection.  And each staff
member should be computer litcrate.

One further problem arca needs o be considered: 1o enable potential parthers in the outside world
to have easy gccess to K'Y, These may be partners (from industrialised or developing countries)
who wish 0 engage in somce joint techmelogical activity, such as selling or buying testing secvices,
or wishing to have Jinks with an instiution which has XTCa locational advantages, 1.e. climate
(temperature, humidity, wind speed); insular/coral etc. Information can be provided to (hesc
potential partners through a well-designed WebPage, providing information about KTC, what KTC
can offer, what Zanzibar can offer; KTC should in a short thime be in a position to sclect vartous
types of partners and increase the resources available for all activities.

Specific objectives

{a) A computer Jiterate stafll
(b}  Updated library, workshop, and laboratory tacilities
(c) New courses designed in the following arcas:
- Sports mnstruction
- Computer matntenance
- Commercial cooking
- Automotive drivers
(d) A new gymunasium
{e}  The introduction of new types of work and study programmes
(fy  The initiation of cooperation in testing and design services with third parties in the
gconomy
(&) A senior stafl member trained in careers guidance
{h)y A WebPage on the Internet

It is supgested that these nbjectives can be met via a phased programme of assistance aver a 3-yeat

petiod.

Project activities

(@) The provision of basic training in the use of the computer for e-mail, Internet access,
information sources et for all staff tnembers

(b) Accessing training in careers guidance via the Internet by a senior instructor

(¢ The design of new courses, assisted by a foreign expent where necessary, and initiel
delivery of (hese courses towards the middie of the project period

(d) The self-design and self-consiruction of a gymnasium using building meterials supphed
under the project



() Procurement and israllation of a range of new library, laboratory, workshop and

gymnusium/sports equipment

()  The design and testing of new types of work and study programmes

{g) Cooperauve activitics with industry in dezign and resting

(h) The desipn and presentation of a WebPage for KTC

(i) Cooperative activities with academic institutions outside Zanzibar in research, design,

testing ete.

International inpwts

International inputs compnse three componenis (1) expert assistance; (1) resources to be used for

distanve learning via the Imernet in career gindance; (1il) resources to be used for distance leaming

of more sophisticated computer applications such as WebDesipn, necessary types of software etc;
(iv) building materials costs for a gymmasium, and (v) costs of journals, books, and equipment.

Experty:

1 expert in sporis instruetion 6 w/m

{preferably water sports; as well ay providing instructions to
stall and students, the expert should initiate cooperation with
a foreign academic institution in this field regarding exams,
standards, etc.

Tratning:
Resources to be used for distance learning and the purchase
of specialised sofiwarc and applicarions

Equipment:
- Building muterials, plumbing ¢te (pvinnasiom, 6{) sq metres)
- Joumals, boaoks ete (3-year period)
- Computer equipment and peripherals,
library equipment {25 sets in number)
- Waorkshop, laboratory and other eguipment

Miscelluneous

Estumuted Cost
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UISS 50,000

Uss 20,000

USS 20,000
Uss 50,000
USS §00,00
USS 50,000

US$ 15,000

GS$H1,045,000




