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EXECUTIVE SUMMARY

The study is made up of five major parts, namely the methodology, major
issues of consideration on capacity building and sustainable development,
discussions on the study which has seven issues for discussion, observations
on about 10 key elements of capacity building, and the conclusions and
recommendations.

Consultations were conducted in 23 ministries, 16 donor agencies, 6 non-
governmental organizations, 4 parastatals, 3 private sector organizations, 4
community organizations, 2 religious organizations, academics and ordlnary
citizens.

Sustainable Development

The concept is not widely known, is perceived differently and to many it is
a difficult concept. A common interpretation of the concept in Kiswahili was
considered necessary. “Maendeleo endelevu” was recommended.

Capacity Building

The perception of the concept centred around human resource
development, financial capacity and infrastructural deveiopment. A few added
issues of leadership, policies, administration/management, legal framework
and institutions. Some referred to human resource development only.

Planning for Sustainable Development (Sustainable Development
Planning)
(a) plans should start from below

(b) all stakeholders shouid be involved

(c) empower the community to build a sense of ownership and belonging
(d) plan from resource base available

(e) build local capacity.

Sustainability of Donor Assistance Results
Identifiable donor supported projects which are sustainable are very few
but there are sustainable results. Most donor programmes/projects were
conceived without taking into account of the following:-
(@)  sustainability criteria at the time of project formulation/preparation
) involvement of the beneficiaries in the project cycle
) empowerment of the community
) accountability and financial discipline
) Co-ordination of activities
local capacity building.
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Channelling of Donor Assistance Funds

(a) Donor assistance related with budgetary support should be channelled
through government. For other support/aid funds the respective donor
should channel as considered appropriate.

(b) Transparency on donor support including flows to NGOs was deemed

necessary.

(¢} There is indiscriminate inflow and allocation of funds for lack of
development priorities.

Development Goals

(a) A total of 34 development goals have been proposed, and grouped in
four clusters. These are:- Cross Cutiing Goals (11), Social Services
(10), Productive Sectar (7) and Economic Services (6).

(b)  The figures in (a) above suggest that good governance is the desire of
those who participated in the discussions.

Distribution of Development Resources

Most participants in the discussion suggested that, capacity building
programme resources should be allocated in the proportion of 39, 31 and 30
percent for human resource development, financial capacity and infrastructural
development respectively.



3.
6. CONCLUSIONS AND RECOMMENDATIONS

In concluding this study, the author attempted to review what is already
known in respect of the importance of capacity building for sustainable
development. The review is briefly presented in chapter three.

During the study, the main issues discussed included: the concepts
sustainable development, capacity building, and planning for sustainable
development; sustainability of donor assistance results, channelling of donor
assistance, Tanzania’s development goal, and the distribution of development
efforts towards capacity building components - human resource, financial
capacity and infrastructural developmeni. As a result of the study we came out
with the following conclusions.

6.1 Conclusions
1.  Sustainable Development

The concept is not widely known perceived differently and to many
it is difficult and far from normal language usage. A common
interpretation of the concept “sustainable development” in Kiswahili
was considered necessary by most participants in the discussions.
“Maendeleo endelevu” was proposed by some participants as the
most appropriate and ‘“closer” interpretation of the concept
sustainable development.

2. Capacity Building

The perception of this concept is centred around three components,
namely human resource, financial capacity and infrastructural
development. A few added issues of leadership, policies,
administration/management, legal framework and institutions.
There were some respondents who thought the concept referred to
human resource development only. The translation into Kiswahili
was less controversial than that of sustainable development but what
it exactly meant was again problematic to many.

3. Planning for sustainable development

Planning for sustainable development was perceived as participatory
planning or even sustainable development planning. The major
elements or prerequisites include: involvement of all stakeholders,
empowerment of communities so that they have sense of gwnership
of the plans, resource based planning, capacity : buddmg, and
planning from below.
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Sustainabiity of donor Assistance Results

Tanzania has received donor assistance (aid) since independence.
Aid is a game, it is politics, business, and it is industry. Donor
assistance is likely to continue despite the fatigue. Identifiable
donor supported projects which are sustainable are very few but
there are some sustainable results.

Most donor funded projects were conceived without taking into
account sustainability considerations. Stakeholders were not
involved and empowered in the whole process of the project cycle.
Accountability, financial discipline (management) and co-ordination
were loose and minimal. Capacity building for sustaining the
projects once the external funding came to an end was not given the
priority it deserved.

Channelling of Donor Assistance Funds

Donor assistance for matters of national interest such as budgetary
support should be channelled directly to the government. Other
donor support funds should be dealt with as considered appropriate
by the respective donor. Transparency on all the donor support
funds which flow to NGOs was deemed necessary. Indiscriminate
inflow and allocation of donor funds was entertained by lack of
development priorities. Cowmmitment to the set priorities was
considered a necessary ingredient in guiding investment activities of
the different players/actors in development.

Development Goals

A total of 33 development goals have been proposed. They are
grouped in four clusters namely cross cutting goals which are 11,
social services 9, productive sector 7 and economic services 6. The
groups are presented below without any ranking. From the number
of proposals made, it appears good governance is the desire of many
of those who participated in the discussions. The group consensus
approach (GCA) workshop will tell which exactly is the most
preferred goal.




Group 1: Social =~ Services  Related
Development;ﬁt)als e

These aim at: :

1.1 removing Tanzanian ﬁom pcverty “and
enabling them to live in a cleaner
envnonment

1.2

1.3 v ppropriate
(health, education)

1.4 improving social welfare

1.5 alleviating poverty, improving household
life and meeting all basie npeeds

1.6 bringing those:in abje ety inte main
stream of business development

1.7 having a Tanzanian ‘pugsue a guality of
life which enables her to meet Basic
human -needs (primary health - care,
education, and hoising) adequasely.

1.8  building Tanzania which is self-reliant in
basic needs (food, water supply, health,
education, housing, ‘and. ‘other social
services).

1.9 having equitable, quality. and self-
sustaining health services. -

1.10 Poverty alleviation (The environment will

be destroved totally if we'de not:alleviate
poverty).

Group 23

Fconamie Services. Related
Development Goals

The aim is to:

2.1

2.6

make rural areas accessible
throughout the year

have adequate, reliable and safe
power supply

have fast development comparabic
to other couniries and that
everybody pays tax

build  capaeity of meeting
development expenditure from own
sourees

‘buildicapacity in local communities

of generating revenue and paying
tax, ‘and of ‘bringing development
for . themselves which. they then
own.

develop a stropg economy with a
positive’ balance of payments



Group 3: Production. Refa{ed Deve}op-

@mup 4: Cros,

ment Goals

These aim at:

3.1 camrying out activities whosé output
contributes to the achxev:emmt of’ the
overall national  socio-economic
development. g@als o

3.2 promoting and iatmcr Rufiji
River basin . : o

3.3 developing a resiifcm, and 4.
competitive private sector '

3.4 facilitating commerce and-agriculture
at the level of producnon and
marketing '

3.5 makipg supportive atmctures of -

3.6

business activities support each other
and move to a higher plane. all the
time

being self-sufficient in fciod
removing & small holder farmer from
poverty and. make ‘him/ber anter the
commercial stage ot
development/farming.

4.7
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| ’,}?__rof‘: sionial F\;bhc Seut]‘ .

; Eevefopmem

Goals:
These dim at:
4:1 -achieving a suatamab[e government
© budget v |
42 ‘having a proper, I:fhumt &_nd

pmtecfmg Tmmmans andf

propeity _ :

having an efﬁuent cmd etfe”tlveiv
{ producme ing civil-service
e‘txsurin tige reaehes

: that pe:;av:n¢ zm,d tranqmmty
prenuls

‘having a govemmem w’mch has
strong  capag 0 supervise the
country’s ent.

having goo nEnge

“having human “resource capacity
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4.10
451

which ean manege.-the counuy’s
destiny

promotin; governance
developing a vibrant strong nation
which takes a strong place in the
international arena,

Allocation of Development Resources

The response from most respondents suggests that top on the list in
the capacity building programme should be human resource
development followed by financial capacity and infrastructural

development at second and third place respectively.

The

proportions in terms of resource allocation should be 39 percent for
human resource development, 31 percent financial capacity and 30
percent for infrastructural development.



6.2 Recommendations

These recommendations are made based on the {indings which were
established in carrying out the broad-based consultative process at the central
level as specified in the terms of reference (Appendix 1).

Recommendution 1: Sustainable Development, Capacity Building

Both concepts are new to many but the concept “sustainable
development™ is the most intriguing. It is recommended that a sensitization
programine be mounted to create awareness among the public at all levels, from
the village to the national level.

Recommendation 2:. Planning for sustainable development

In planning for sustainable development there must be spirit of
ownership.

It is recommended:

(i)  Start plans from below

(i) Involve all stakeholders in planning

(111) Empower the community to build a sense of ownership and belonging

(iv) Plan from resource base available

(v) Build local capacity for Planning for sustainable development.

Recommendation 3: Sustainability of Donoir Assistance Results

Most donor assistance projects come to an end as foreign assistance
comes to an end.

It is recommended:-

(1) Consider sustainability criteria ai the time of project

formulation/preparation

(i) TInvolve the beneficiaries in the project cycle

(iii) Empower the owners/comimunity.

(iv) Enforce accountability

(v) Co-ordinate activiiies

(vi) build local capabilities

Recommendation 4: Channelling of Donor Assistance/Funds

Currently donor funds flow in the country unchecked.

It is recommended:

(i) Planning Commission prepares economic and social development
priorities

(ii) Government takes firm commitment to the priorities

(i11) Donprs to direct their support to the set priorities only

(iv) Establish a Donor Assistance Co-ordination Centre (DACC) where
all aid support including that which flows to NGOs must be
recorded for transparency.
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Recommendation 5: Development Goal
A total of 34 goals have been proposed. Not all can be implemented even
if resources were unlimited. It is recommended:-
(1) top three priority development goals are identified
(i) to the first priority development goal a capacity building programme
for attaining the goal is designed.

Recommendation 6: Allocation of Capacity Building Efforts
The allocation of capacity building efforts is directed at human resource
development, infrastructural development and financial capacity. 1t is
recommended: ‘
(1) Priority one should be the direction of efforts towards humian
tesource development.
(i) Priority two should be direction of efforts towards having adequate
financial resources to meet operaticn costs ‘
(iif) Priority three should be direction of efforts towards infrastructural
development.

/CAP-EXRC.DOC
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President®™s Qffice
Planning Commission

APACITY BUILDING FOR PLANNING FOR
SUSTAINARLE DEVELOPMENT AT (ENTRAL
AND LOCAL GOVERNMENT TEVELS IN TANZANIA

Bullet Points

One:

Two:

Three:

Four:

Five:

Six:

Seven:

Eight:

Sustainable development is that which meets the needs of the
present without compromising the ability of future generations to
meet their own needs.

Sustainable development demands a sustainable environment.
Sustainable  environment suggests  putting  environmental
conservation and management issues at the fore front of our
development process.

Planning for sustainable development is that planning process
which takes mto account environmental considerations and
mnvolves all stakeholder groups (participatory planning) so that
decisions and agreed plans are binding.

Would Tanzania be a poorer nation if 1wt is careless with the
environment? Thar is carefree with what happens with the
wildlife, forests, water and soil rescurces?

Tanzanians should own 1ssues of the entire resource base of their
country, the problems of the entire resource base of their country,
and the solutions to the problems of the resource base of their
country.

Capacity Building is the sum of efforts needed to nurture, enhance
and utilize the skills so that they can effectively lead their own
processes of national development.

Capacity 21 is a novel and catalytic initiative that assists developing
countries build their capacity to integrate the principles of Asenda 21 into
national development.
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THE KILIMANJARO CO-OPERATIVE BANK LTD
(KCB)

“KILIMANJARO CO-OPERATIVE BANK’S EXPERIENCE
Back-ground
History:

Cooperative Banking is not a new phenomenon in Tanzania Mainland.

A Cosoperative bank operated in 1962 when the former Land bank was
converted into a co-operative bank.

In 1970, however despite its good performance, the bank was digsolved by the
government. : there are no clear reasons given to this government action ,(ﬂiis
was the beginning of an era when the government started to nationalize. co-
opaaﬁvchusmss in Tanzania mainland). After the dissolution-of this bank,
the:activities and assets disbanded by the co-operative. bank: were taken over
by the newly formed National Bank of Commerce and Tanzania Rural
”Development Bank wlnch in 1982 was renamed CRDB. But it was
-unfonmﬁmttheacumuestakm over by the two new banks-could not meet
th,e.,_'_‘nf Tanzania Co-operators. They felt that theughthe NBC and
melmmmdeRDB havematedlmksw:thmaadcredu

jeties in the rural areas, these were mere channels of resources :

by way of depasits at the centres of such banks without fac
the rural as President of United Republic of Tanzania = Hon. B.W. Mkapa
stated “other banks have failed to serve the small farmiers-and co-operative
societies. that they have no chance to meet the demand of:such-banks for
obtaining credit facilities. These.banks have moved to serve:the big borrowers




rative Societies Act of 1991

The enactment of the Co-operative Societies Act of 199 ¥hich-
esmbhshmmtof a‘mmber#besed co-operative movement has resulted into
new and pomtxvc thinking amongst the Co-operators. In lifie with this new
thmkmg, oae of such move is the step being taken. to-5ta lish co-operati
financial institutions to cater for the co-opea'auves and ‘the rural:populatio
The Kthamaro Co-operative Bank (KCB) is the outcome of this move and-

aspirations. of cooperators.
KCB Formation:

()  Needand Registration of Rural Bank - KCB
Bemgdzssausﬁed with the services provided by the existing financial
institutions especwlly in the rutal areas, the Co-operators
Kilimanjaro Regxon have ‘decided to. form a- Regional i€ ve
Bank, 10° ca;erfo:banhng services. This bak is linked with the
savings and credit societies whzch are already established .in the rural
areas:in Kihmmjam Regmn, the Cemmlmtysmi vh

.Mwmvemadcctmgmduschemeulready

A feasibility study confirmed both the need and the Vi
operstive bank. The bank is needed to stimulate economic:de
rural areas in the region:

e ecconomic potentiality of the ruzal area in question is'able:to:sup,
bank at its self sustenance stage after initial investments
which were already available.




(i)

i

P "the bank is in hne with the co-operatwe reforfn sgﬁhzy of bottom-up

stmcmre in co-operative movement. And it is in line with the
ial:system for

Geovemmem policy to form a suitable credit and fim

- the government as a. whole will gain in form of taxes:and. financial

reforms geared tosmngthening the economy of the country.

3 thc: bank will enhance monetary ‘circulation, develop an efficient
7 paymem system and stimulate economic growth in the region.

- It will also mean increased agricultural sector output and processed

goods hence a greater ability of foreign exchange eamings (crop,
livestock and small scale industries)

Registration and licensing

After meeting the basic requirements, the Kilimanjare Co-operative
Bank (KCB) was registered as a secondary co-operative soeiety. To
that it is bond by the Co-operative Societies Act and Rules of 1991 and
ethics of Co-operative principles. The license for operating a regional
bank was given on 14th August 1995 by BOT.

Operations

The bank is at the moment operating according to the provisions ons of the
Banking and Financial Institution Act of 1991 and follows strictly the
prudential guidelines and circulars of Bank of Tanzania.

The bank is operating with the objective of protecting the consumers of
financial services against loss through fraud or mismanageme)




The bank is-operating a prudential credit policy, by:giving loans to
Savings and Credit Societies and other types of cooperstivi
individuals.

With an expatriate from the Rabobank of Netherlands, KCB tries 1o foLow the
experiences of the Rabobank, a very: successful Co-opetative: bank in the
Netherlands, - the only triple A rated bank in the world ‘and the biggest
'Agncul‘mralBank in the World, which started 99 years ago.in:the same-way as

A strict credit policy with a repayment of more than 99%, made Rabobank
strong and at the same moment the interest rates for loans and-overdrafts are
very fair and accaptable."'rhis,is the success of the Rabobank apd that is what
is also being tested by KCB.

The success of the KCB relies on the confidence and conmmitment of the
SACCOS and other cooperatives - While the bank is also a-commercia
and accessible for everybody, the aim of the bank is to give:access




INCOME GENERATION:

The bank has 168 shareholders, mostly Rural Co-operative Societies -
and Savings and Credit Societies in Kilimanjaro Region. The capital is
Tsh. 340 million and earned profit till end of June 1996 beforestarting
operations was 43 million. The loss over the first 8 months of
operating expenses and initial costs written off is 35 million.

The deposits are Tsh. 400 million and the loans and overdrafts amounts
to Tshs. 30 million.

B)’ mentioning the above data we want to express the problems faced
by newly formed rural banks in their efforts to eem their incomes in
the first years.

. The major source of income on formation is:the Treasury Bills
eamnings. BOT rates have been falling from 27%if 1996 to an
avamgeof?% now, this is a loss for the bank.

. Imome from credit facilities is not much because-oflow capital
.and éeposxts for len&ng

. Sma@lemhavewbesafemthr”
rcpaymmts There is no easy dishing. -

v Someofthemmalcostshavetobe X
af BOT on 10% limits tmder movable
gmdchm

PRQBLEMS OF CQWUNICATION

Thc bank wanted to cemmmm mth the co-operative
'Mwwlﬂﬁmmwmw;
‘found:that the only way to communicate effec i




places and have seminars. KCB conducted seminars-i Rowabo, Moshi

Rural and HAl-district. Now the committee-members of ali the

societies in-those districts understand that this bank is-ovemed by them
aged by a supervisory and managing committee

their: x@pmsen&atwes They understand that before you.can: gwe loans

you: need to have the money;-so: seminars were part ﬁfmﬂhﬂxzmg

savings and deposits from these societies.

This is a costly exercise to a bank which has just sterted With oaly an
initial capital of Tshs. 337 million part of which has been used in

meeﬁ-ngs’.md JIILER g,y:i‘. ¢ n

. Teademg for Treasury Bill one day earlier and other reports of

bank; in time and correctly completed. We:feel BOT should
rectace some of the forms fcr 2 regional conumanity bank or
splify then:

. Rules and conditions by BOT for a regional'bank are too heavy

The condition of investment in movable assets is not ta b more than
10%. of the capital otherwise a fine of one million shillings is very
heavy to‘new banks.



MS, whxch seemed not to be interested in the rural ares

COMPETITION WiTH ESTABLISHED BANKS

as, and have
;vnthdmwn from offenng credit facilities to them stilt try to compcte.
thh thQ regional bank(s).

iKCR has experienced tough competition from some of the existing
tbanks Thz estabhshed commercial bank used the tactics they had at

their dxsposal to crash out campaigns and discradit KCB. Mr.
Chairman, this was a shocking experience for sister banks not to

support:each other, while we are additional to. the: existin

terms of serving the public, supervising, training, facilitating
Societies especially in giving credit and in strengthening

of the country.

LACK OF CONFIDENCE ON BANKS BY THE PUBLIC

Another experience is the poor confidence in the bankin
also in Saccos by the public in Kilimanjaro Region.

People don’t have confidence in banks. Fraud and thefis are also
mmt mambandloeai chos So to increase aden
should be a strict supervision. Concething the banks supervision i is
BOT who-is in charge and it should continue not'in ouly reports but
visits and other techniques of (window dressing) close supervision.

Who takes care of the supervision of Saccos and Rural Co-op

Societies? At the time the unions had a monopoly and were strong
they were able to give supervision, but it failed besuse. of lack of
competent inspectors. The co-opetatxve oﬁoe& el 10 - train and
memsmmofhckafﬁnﬁs were no longer
in the position to do weﬂ. SACCOS in the Reglon had a cash
shostace of Tshs. 53 million in the year 1996/97. Rizral banks can not




survive -if the rural population loose confidence in the financial
institutions.

USE OF BANK FAC

Sixth experience is lack of education on the use of banking. facilities by
the rural people. Although most of the members are Chagges and
Pares there is a need on education about thrift:and the use of money
like savings and deposits and other bank credit facilities. This money
can -be used in their own village or district-by giving loans:to their
brothers and sisters to strengthen the economy and stisnulatefincreasing
circuliation of money which will improve the econemy in the:whole

without any support of funds. Till now KCB
Moshi rural and HAI district. The costs involving. materials
and allowances for the participants are born by KCB: We.

any shilling from any msmatma for thxs very: inyporias

Wwaﬁmgmﬁdbopmd by themmbm@wmdmm
the long-run, but they don’t have the money. Toamm&ﬁawppon
should be given by Govemment, BOT and donors: His rural banking

Although we have talked much on the adverse side:of eur-experience,
the other side of the coin are the good experiences-of #is: pioneering

S & BANK OWNERS PRIDE

The issue of a license to KCB, by BOT; has:given the owners
much pride in their bank. They feel better for having their own



~bank. which they can‘control and manage. They are able to
direet it to serve the rural population in:Kifimanja
‘The credit procedure is short and known to them.

BO’¢ SUPPORT

The BOT head office in DSM, and especially the Supervisory
Department has co-operated with us very well in encouraging
us and also understanding all the problems we have been
facing. Also BOT - Arusha, where most of our operational
activities with BOT, were channeled through, has been very co-
operative and very friendly to the staff of KCB. We thank BOT
for the good co-operation and urge them to extend the same to
other new banks.

SUPPORT FROM FINANCIAL INSTITUTE

KCB management has enjoyed good co-pperation with the
omerbankshkeagoodworhng local clearing gystem.

Exﬁacrtheco-opemuw ovement in:Tenzenin has shown. its
,thhm;mmmommmm
wopm ‘banks cait learn from.

) ing as none of them had been a ban ter-b
texyen from. the Rabohnk.

All the staff of KCB hwelcamadﬁmmghf mdpmum

’Itxsnow 'bicto s into. S sk gt
mmh problcms ‘due ‘to confidence created:
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